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Hello.

We detail below our submission regarding Taxation of the not-for-profit sector. Qur submission is provided
on a confidential basis.

We are a South Island based family-owned business. We specialise in the dredging and dewatering of
sludge, fine grain silts and hydrocarbon contaminated materials plus, water treatment and water recycling.

We were incorporated 2010 and have grown organically to our current situation where we have
established a Hornby, Christchurch base to be close to the South Island key accounts we work with. We
have 5 permanent staff and 3-part timers.

Our strategy has been to build strong B 2 B relationships with customers in the public and private sector.
Aside from initial seed capital, all our growth has been funded from earnings. These retained funds have
been re-invested in new plant and technologies to expand the tools available to remedy environmental
issues and build sustainable solutions, particularly in NZs primary export sector (dairy, meat, industry,
aquaculture) where wastewater is increasingly a problem.

We cannot grow to employ more crew plus invest in new technology and productivity improvements
unless we can secure ongoing work at fair returns. The retained earnings being the seed funds for growth
and technological improvement.

We disagree strongly with the claims in the IRD Consultation Official Issues Paper, clause 2.7 Competitive
Advantage that the non-taxing of (trading) charities does not create a competitive advantage. We offer top
line industrial pumps (2-inch medium flow to 8-inch-high flow units) and mobile water treatment systems
(Lamella plate clarifiers/LPCs and filter bags) to the civil works and construction sector. Two Brethren
operated companies, dominate the industrial pump market simply because we cannot compete with
them on price with same spec, imported pump units. Similarly on LPCs, we were one of two companies
that developed and launched LPCs into the market and the two ‘nontaxed charitable’ companies copied
the technology and piggy banked into the market with cheaper units due to their tax — price advantage.




A caveat here. This is not a criticism of how these two companies are run. Indeed, we trade with one
of these entities and they are professional and pay their bills on time. It is a plea for the tax law to be fair
to all.

Anybody who does not believe the tax competitive advantage they have is not in touch with reality. Words
written from a Wellington desk don’t reflect what is happening in the real commercial world. | know
because | own the company and we fight for every S to reinvest. In addition to having a price advantage
due to the charitable tax status, these very same parties don’t have the cash flow burden of provisional
tax. Like us, they have fixed overheads like wages and rent and insurance. But we have to pay provisional
tax in advance and on time and fund these same overheads from margin (If we get the business and
execute well) or bank funding or shareholders cash injection.

Cash is key to any corporate that is competing fairly. And a fair and fairly applied tax regime is central
to fair competition. It just cannot be separated out.

Addressing the questions as detailed;

Q1. What are the most compelling reasons to tax, or not to tax, charity business income? Do the factors
described in 2.13 and 2.14 warrant taxing charity business income? As above, these so called charity
businesses are actively trading as direct competitors to companies such as ours. You can drive out the Hutt
Road past Condor Pumps. It is a standard industrial set up selling plants and services just like us.

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? It will be fair for all. Companies such as ours will
get a fair share of the business based on price and be able to reinvest this into smarter technology and
more jobs.

Q3. If the tax exemption is removed for charity business income that is unrelated to charitable purposes,
what criteria should be used to define an unrelated business? If they make a profit from a standard, high
street trading operation with plant or services then it should be taxed the same as we are currently. What
they do with their tax paid Ss is their business.

Q4. 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? No threshold exemptions should apply.

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? That’s for IRD to decide. If not, why not? | believe that
like us, if they decide to donate a portion of their taxable income to a bone fide charity then they can. But
the bone fide is the key. We donate to various charities also. FifeShire Foundation for example. But these
are arm’s length, bone fide, non-staff or family charities.

Q6. If the tax exemption is removed for charity business income that is unrelated to charitable purposes,
what policy settings or issues not already mentioned in this paper do you think should be considered? Best
IRD do the wording on this from above. They are the policy experts.

Q7. Should New Zealand make a distinction between donor-controlled charities and other charitable
organisations for tax purposes? If so, what criteria should define a donor-controlled charity? If not, why
not?



Q8. Should investment restrictions be introduced for donor-controlled charities for tax purposes, to
address the risk of tax abuse? Yes — definitely. If so, what restrictions would be appropriate? If not, why
not?

Q9. Should donor-controlled charities be required to make a minimum distribution each year? If so, what
should the minimum distribution rate be and what exceptions, if any, should there be for the annual
minimum distribution? If not, why not?

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: ¢ increasing and/or redesigning the current
$1,000 deduction to remove small scale NFPs from the tax system, ¢ modifying the income tax return filing
requirements for NFPs, and ® modifying the resident withholding tax exemption rules for NFPs.

Q11. What are the implications of removing the current tax concessions for friendly societies and credit
unions? It will screw them They are raising funds from bone fide, taxed sources and generally assisting the
general public or their causes and of these much of the funds are supporting roles and needs that our
Government should be doing. But they have gradually moved away from such welfare support and left a
lot of it to community groups. Meantime, so called charities like the brethren milk the system.

Q12. What are the likely implications if the following exemptions are removed or significantly reduced: o
local and regional promotional body income tax exemption, ® herd improvement bodies income tax
exemption, ¢ veterinary service body income tax exemption, ¢ bodies promoting scientific or industrial
research income tax exemption, and ¢ non-resident charity tax exemption? It will be fair. (Why on earth do
vets get a tax break). We must have a level and fair tax playing field.

Q13. If the compliance costs are reduced following the current review of FBT settings, what are the likely
implications of removing or reducing the exemption for charities? That’s the same old nonsense excuse
that government have used to kick the no capital gains tax down the road. Most other OECD nations
manage a much fairer tax regime including the likes of religious groups and vets (!!) on income and capital
gains tax. IRD have the people, experience and systems and moral compass to make this work. Additional
costs to implemented would be covered by the addition fair tax rate.

Q14. What are your views on extending the FENZ simplification as an option for all NFPs? Do you have any
other suggestions on how to reduce tax compliance costs for volunteers?

Q15. What are your views on the DTC regulatory stewardship review findings and policy initiatives
proposed? Do you have any other suggestions on how to improve the current donation tax concession
rules?
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Introduction

The New Zealand Speech-language Therapists’ Association (NZSTA) is the national professional body
representing speech-language therapists in Aotearoa New Zealand. Established in 1946, we represent
over 1,100 registered members—approximately 95% of the registered workforce.

Speech-language therapists (SLTs) support communication and swallowing across the lifespan, working
in diverse sectors, including health, education, disability, and justice. Our members hold recognised
qualifications at the bachelor's or master’s level and must meet ongoing requirements for registration,
ethics, continuing professional development, and clinical practice.

As a self-regulating body, NZSTA operates as an incorporated society. We reinvest all revenue directly
into activities that support our members and deliver public benefit through high-quality, equitable
speech-language therapy services.

Overview of Submission

NZSTA welcomes the opportunity to respond to Inland Revenue’s consultation on taxation and the not-
for-profit sector. While many of the questions are framed around charitable organisations, we submit
that it is critical the review also considers the broader impact on incorporated societies and other
membership-based organisations that operate for the public good, even if they are not registered
charities.

Responses to Questions 1-9: Charities and the broader NFP landscape
We advocate for a balanced approach that upholds the integrity and sustainability of the not-for-profit
sector without imposing disproportionate compliance burdens.
NZSTA submits that:
e Taxation settings for charitable business income must not discourage reinvestment in public
benefit initiatives.
e Donor-controlled charities play a valuable role in local communities and should not be
constrained by excessive regulation.
e Simplification and integrity measures must be designed to support, not restrict, legitimate not-
for-profit activity.
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e Incorporated societies and professional associations—such as NZSTA—should continue to
benefit from existing exemptions, as we reinvest all income into member services, sector
development, and activities with clear public value.

e Compliance costs should be proportionate to the size and function of each organisation. Rising
obligations risk diverting limited resources away from community and sector impact.

Question 10: Income deduction threshold for small not-for-profits
NZSTA supports increasing the income deduction threshold for non-charitable NFPs from $1,000 to
$10,000.
This change would:
e Reduce unnecessary administrative requirements for small and medium-sized incorporated
societies with low revenue.
e Enable these organisations to focus more fully on their member and community contributions
rather than tax compliance.
e Reflect the actual costs and realities of operating sustainably while generating a modest surplus
income through membership fees or sponsorships.
This threshold adjustment would better recognise the purpose and function of these organisations and
support their ongoing contribution to Aotearoa New Zealand.

Question 11: Tax concessions for friendly societies and credit unions

We support the continued tax-exempt status of friendly societies and credit unions, recognising their
alignment with the values of the not-for-profit sector.

Removing their exemptions could create uncertainty for other mutual and membership-based
organisations, including professional associations like NZSTA. These organisations operate without a
profit motive, instead prioritising reinvestment into member and public benefit initiatives.

Any policy shift in this area must be carefully considered to avoid undermining the financial
sustainability of organisations that serve the public good.

Question 12: Exemptions for industry, science, and research bodies

NZSTA strongly supports maintaining tax exemptions for not-for-profit entities engaged in sector
development, research, innovation, and professional education.

Many incorporated societies contribute to national and regional development through evidence-based
practice, workforce support, and the advancement of knowledge —activities that benefit the public,
even if not structured as formal research.

Tax exemptions recognise these contributions and allow such organisations to continue playing a vital
role in strengthening Aotearoa’s professional and economic systems.

Question 13: Fringe benefit tax settings

NZSTA supports the simplification of the fringe benefit tax (FBT) framework. However, any changes must
be carefully assessed to avoid unintended impacts on incorporated societies that provide modest
benefits to staff or volunteers in recognition of their service.

Removing exemptions could reduce the ability of professional bodies to attract and retain skilled staff,
particularly where salary budgets are limited, and may increase the burden on volunteer-driven
organisations.

Question 14: Reducing tax compliance for volunteer-driven organisations



NZSTA supports extending the Fire and Emergency New Zealand (FENZ) tax simplification approach to
other NFPs and introducing further measures to support volunteer participation.
We recommend:

e Simplifying reporting requirements for volunteer reimbursements.

e Introducing a clear tax-free threshold for volunteer expenses to reduce compliance costs and

support the vital role of volunteers in our sector.

Our association, like many others, relies on the work of volunteers—from governance to policy
development and competency framework creation, as well as raising public awareness. Minimising
barriers to participation is key to sustaining this contribution.

Question 15: Donation tax concessions
While most incorporated societies do not qualify for donation tax concessions, many—like NZSTA—
engage in sector-wide initiatives with significant public benefit.
We recommend:
e Retaining current donation tax concessions for entities delivering educational, workforce, or
sector development initiatives.
e Recognising the contributions of professional associations that advocate for quality and
equitable service delivery and build capacity across the system.
e Ensuring any regulatory changes support, rather than restrict, these contributions.

Conclusion

NZSTA appreciates the opportunity to provide feedback on this important review. We urge Inland
Revenue to continue recognising the value of membership-based and incorporated societies within the
broader not-for-profit ecosystem. These organisations are essential to New Zealand’s professional
landscape and make a meaningful contribution to public well-being.

We are open to further dialogue and would welcome opportunities to contribute constructively to any
ongoing policy development.

Nga mihi nui,

Siobhan Molloy

For further inquiries, please contact
Siobhan Molloy - executive director NZSTA
executivedirector@speechtherapy.org.nz
Phone:s 9(2)(a)
www.speechtherapy.org.nz
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Taxation and the not-for-profit sector
C/- Deputy Commissioner, Policy
Inland Revenue Department

PO Box 2198 Wellington 6140

Dear Mr David Carrigan,

RE: Submission on the Taxation of Charities and Non-Profit Organisations

We, the Nelson Environment Centre, are writing to express our concerns regarding the
proposals to tax charities and other non-profit organisations (NFPs) outlined in the recent
discussion document. As an organisation dedicated to sustainable action for good, we focus
on providing social and environmental impact through waste reduction, recycling and reuse,
and building resilience in our community to meet environmental challenges. We believe that
the tax exemptions currently in place are essential for ensuring that charities can continue to
focus on their charitable purposes without the burdens of unnecessary administrative costs

and financial strain.

While we understand that the Government aims to review and modernise tax policies to
ensure fairness and consistency, we strongly oppose any proposal that would tax charities.
Charities provide a unique and invaluable service to New Zealand's communities and taxing
them would have a multitude of negative consequences for the organisations, the

communities they serve and New Zealand as a whole.
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Responses to Discussion Questions;

Q1. What are the most compelling reasons to tax, or not to tax, charity business income? Do

the factors described in 2.13 and 2. 14 warrant taxing charity business income?

We do not believe charity business income should be taxed. Charities should not be
penalised for generating income that supports their charitable mission. While we understand
the concern about unrelated business income, many charities operate social enterprises or
businesses that directly support their mission. Taxing this income would reduce the charity’s
ability to fund its core activities and serve its beneficiaries. The existing tax exemptions for
income directly related to charitable purposes remain an essential tool for promoting

charitable activity in New Zealand.

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?

Removing the tax exemption for charity business income unrelated to charitable purposes
would place a significant financial burden on charities. It may lead to increased operating
costs, reducing the resources available to charities for their core activities. Charities would
struggle with the administrative burden of determining and reporting unrelated business

income, diverting resources away from their mission.

Q3. If the tax exemption is removed for charity business income that is unrelated to
charitable purposes, what criteria should be used to define an unrelated business?

An unrelated business should be defined as one that operates outside the charity’s core
purpose and does not directly support its charitable mission. However, many activities that
generate income, even if they appear commercial, are often closely aligned with a charity’s
work. Any criteria introduced would be inherently ambiguous due to the huge diversity of

charitable operations in New Zealand, increasing uncertainty, administrative burden.

Q4. 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?
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We strongly oppose the removal of this tax exemption and don’t believe any limit would be in
the benefit of New Zealand or support the fantastic mahi the charitable sector do in our

country.

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?

We strongly agree that charity business income distributed for charitable purposes should
remain tax exempt. The primary goal of charities is to reinvest any surplus income into their
mission, and taxing income that is subsequently used for charitable purposes would
undermine that objective. The most effective way to achieve this would be through the
current tax exemptions, any changes that introduce complexity into this sector would not be

useful.

Q6. If the tax exemption is removed for charity business income that is unrelated to
charitable purposes, what policy settings or issues not already mentioned in this paper do
you think should be considered?

It is important to consider the impact on all charities, many of which lack the resources to
comply with complex tax regulations. Policy settings should also account for the need to
preserve the charitable sector’s ability to innovate and generate income to support its work.
Additionally, any policy changes should avoid creating a disincentive for donations or

volunteerism, which are essential to charity operations.

Q7. Should New Zealand make a distinction between donor-controlled charities and other
charitable organisations for tax purposes? If so, what criteria should define a
donor-controlled charity? If not, why not?

We do not believe a distinction should be made between donor-controlled charities and other
charitable organisations for tax purposes. Donor-controlled charities often still serve the
public good, and singling them out for different tax treatment would create unnecessary
complexity. The focus should remain on whether the charity serves a legitimate charitable

purpose, regardless of its funding model.

NELSON NELSON TAHUNANUI
ENVIRONMENT PO BOX 7035 6 VIVIAN PLACE
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www.nec.org.nz 03 545 9176 NELSON 701
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Q8. Should investment restrictions be introduced for donor-controlled charities for tax
purposes, to address the risk of tax abuse? If so, what restrictions would be appropriate? If
not, why not?

We do not believe investment restrictions are necessary for donor-controlled charities. New
Zealand already has general anti-avoidance provisions in tax law. Strengthening
enforcement of existing rules might be a more effective approach rather than introducing

new restrictions that could inadvertently penalise well-run charities.

Q9. Should donor-controlled charities be required to make a minimum distribution each
year? If so, what should the minimum distribution rate be and what exceptions, if any, should
there be for the annual minimum distribution? If not, why not?

We do not support the introduction of a minimum distribution requirement for
donor-controlled charities. Charities should be able to determine the distribution of funds
based on their specific needs and strategic objectives. Introducing a mandatory distribution
rate could lead to inefficiencies and force charities to allocate funds to activities that may not
align with their core mission or long-term goals, as well as limiting their ability to pursue

strategic objectives freely.

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

Policy changes should focus on reducing the compliance burden for smaller NFPs. For
example, simplifying reporting requirements, increasing the current $1,000 deduction
threshold, and allowing for more streamlined processes for smaller organisations would
significantly reduce the administrative burden. The Government should also consider
increasing support for smaller NFPs to ensure they can navigate any regulatory changes

effectively.

Q11. What are the implications of removing the current tax concessions for friendly societies

and credit unions?

Removing tax concessions for friendly societies and credit unions could significantly harm
their ability to serve their communities. These organisations already provide vital financial

services, often to lower-income or underserved groups. Without tax exemptions, they may

NELSON NELSON TAHUNANUI
ENVIRONMENT PO BOX 7035 6 VIVIAN PLACE
CENTRE NELSON 7042 ANNESBROOK
www.nec.org.nz 03 545 9176 NELSON 701

info@nec.org.nz



NELSON
ENVIRONMENT
CENTRE

face increased operational costs, which could reduce their ability to provide affordable

services and support their members.

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

Veterinary service body income tax exemption

Bodies promoting scientific or industrial research income tax exemption

Non-resident charity tax exemption

The removal or reduction of these exemptions could result in increased costs for
organisations in these sectors, potentially reducing their ability to carry out important
public-facing work. Charities and nonprofits in these sectors often work in areas that directly
benefit the public, such as tourism, public health, and scientific research. Any additional tax

burden would negatively impact their ability to provide these services effectively.

Q13. If the compliance costs are reduced following the current review of FBT seftings, what
are the likely implications of removing or reducing the exemption for charities?

If the exemption for charities is removed or reduced, this would increase compliance costs
and reduce the financial resources available for charitable activities. Charities already face
significant pressure on their resources and removing the FBT exemption would exacerbate
this issue. The Government should consider maintaining this exemption to ensure that
charities can focus on their charitable purposes rather than navigating complex tax

regulations.

Q14. What are your views on extending the FENZ simplification as an option for all NFPs?
Do you have any other suggestions on how to reduce tax compliance costs for volunteers?

We strongly support extending the FENZ simplification to all NFPs. This would reduce the
administrative burden on volunteers, ensuring they can continue contributing to charitable
causes without worrying about complicated tax reporting. Simplifying the tax treatment of

honoraria for all NFPs would be a positive step in supporting the volunteer sector.
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Q15. What are your views on the DTC regulatory stewardship review findings and policy
initiatives proposed? Do you have any other suggestions on how to improve the current
donation tax concession rules?

We support the recommendations of the DTC regulatory stewardship review, particularly the
idea of delinking DTCs from income tax to allow for more real-time payments. This would
streamline the process and encourage greater participation in donation schemes. Improving
awareness of the donation tax credit and simplifying the claiming process would also

increase uptake and enhance the impact for charitable organisations.

In conclusion, we strongly oppose the proposals to tax charities. Charities are already
operating in a challenging environment, and introducing additional tax burdens and
complexity would be counterproductive, harming the very communities these organisations

aim to help.

We urge the Government to consider alternatives to taxation and to maintain the existing tax

exemptions that enable charities to continue delivering essential services to New Zealand.

Thank you for the opportunity to provide our submission. We hope that you will consider the
significant impact any changes to charity tax exemptions would have on the charitable sector

and the communities we serve.

Dominic Bloomfield (Chairperson)

Nelson Environment Centre
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Introduction

Blind Low Vision NZ welcomes the opportunity to provide this submission in response to
the discussion paper on the taxation of the not-for-profit sector. As New Zealand’s leading
provider of vision rehabilitation services, we are deeply invested in policies that affect our
ability to serve individuals who are blind, deafblind, or have low vision.

Our submission focuses on Chapter 2 of the Officials Issues Paper and provides answers
to a selection of the discussion questions.

About Blind Low Vision NZ

Blind Low Vision NZ is the operating name of the Royal New Zealand Foundation of the

Blind (RNZFB). Established in 1890, our organisation has provided essential services to

New Zealanders with vision loss for over 130 years. Guided by our mission and strategic
plan, we are committed to empowering approximately 16,000 clients to lead independent
and fulfilling lives.

It is estimated that 193,000 New Zealanders currently live with vision loss'', a number
projected to increase to 225,000 by 2028f. Common eye conditions include Age-related
Macular Degeneration, Diabetic Retinopathy, Glaucoma, and Cataracts.



To support our work, Blind Low Vision NZ owns Foundation Properties Limited (FPL), a
wholly owned subsidiary responsible for managing our property portfolio. The income
generated from this entity is repatriated to Blind Low Vision NZ as dividends, directly
contributing to the funding of our essential services

Our Services
Blind Low Vision NZ provides a wide range of critical services, including:

e Orientation and Mobility Services
e Community and Support

e Guide Dog Services

e Library Services

e Accessible Formats Service

e Daily Living Skills

e Adaptive Technology

e Vision Store

e Sport and Leisure

e Emotional Support

e Employment and Youth Transition
e Deafblind Services

e Children’s Services

e Support Grants

These services are integral to ensuring that individuals with vision loss can participate
fully in society and maintain their independence.

Our Position on Taxation of Charitable Business Income

Blind Low Vision NZ strongly recommends that any tax reforms maintain the existing tax-
exempt status for charities. Taxing income derived from charitable business activities
could have significant negative consequences, reducing the funds available for essential
services and threatening the sustainability of charitable organisations.

Question 1: Key Considerations

1. Supports Charitable Work
a. Business income provides a crucial funding source for nonprofit activities,
reducing reliance on donations and government grants



b.

C.

Foundation Properties Limited contributes approximately 11% of our total
funding. Additional revenue sources include government contracts (20%),
fundraising (62%) and reserves.

A reduced dividend from FPL would necessitate increased government
funding or public donations, both of which are already under pressure.

2. Encourages Self-Sustainability

a.

b.

C.

Tax-free business income allows charities to generate their own resources
rather than relying solely on unpredictable external funding

Foundation Properties distributes at least 75% of its operating cashflows to
Blind Low Vision NZ, with the remainder reinvested to enhance long-term
financial stability.

Introducing taxation would hinder our ability to grow our income stream,
ultimately reducing our self sufficiency.

3. Administrative Complexity

a.

b.

Distinguishing between related and unrelated business activities is complex
and would impose significant compliance burdens.

Increased administrative costs would divert resources from frontline
services to legal, accounting and auditing expenses.

4. Social Good Justification

a.

b.

C.

Many charitable enterprises provide essential services to vulnerable
communities.

Taxing charities could lead to service reductions, placing greater strain on
the public health and social welfare systems.

If Blind Low Vision NZ'’s funding were reduced due to tax changes, our
ability to support people with vision loss would be significantly impacted.

Question 2: Potential Consequences of Removing Tax
Exemptions

If tax exemptions for business income were removed, the following practical implications

could arise:

1. Reduced Charitable Impact: Fewer funds available for mission-driven activities.

2. Structural Changes: Charities may be forced to restructure (for example splitting
activities into different entities to reduce the compliance costs of apportioning
expenditure), diverting resources away from service delivery.

3. Compliance Costs: Additional tax reporting and regulatory burdens. Tax
compliance costs should not be underestimated, particularly for a sector which has
not previously had these requirements. If ultimately tax credits are granted when
income amounts are distributed for charitable purposes, you are creating
deadweight costs for society. This is particularly the case for Blind Low Vision as
the majority of income earned from FPL is distributed to charitable purposes each

year.



The charitable sector already incurs material compliance costs complying with
Charities laws.

4. Legal Challenges: Increased complexity in defining taxable business activities.
5. Reduction in Services: Possible price increases or cutbacks in essential
services.

For Blind Low Vision, taxing FPL's commercial property income would materially impact
our ability to maintain current service levels. Funds currently reinvested to support long-
term sustainability would be redirected to tax obligations, ultimately weakening our
financial resilience.

Governance and Oversight

Foundation Properties Limited is governed by an independent board aligned with Blind
Low Vision NZ’s mission. This structure ensures that all income generated benefits
people with vision loss rather than being used for personal or commercial gain. By
maintaining FPL as a separate entity, we enhance financial stewardship while reducing
reliance on taxpayer-funded support.

Question 3: Defining Business Income Unrelated to Charitable
Purposes

Unrelated business income (UBI) is generally defined by three criteria:

o Trade or Business: Revenue-generating activities involving the sale of goods and
services.

« Regularly Carried On: Conducted in a manner similar to commercial enterprises.

« Not Substantially Related: Activities not directly contributing to the charity’s
exempt purpose.

Blind Low Vision NZ sells subsidised equipment to clients to support independent living.
This activity would likely be classified as related business income and therefore remain
tax-exempt. Similarly, FPL’s property income is essential to sustaining our charitable
mission and should not be classified as unrelated business income.

Question 4: Establishing an Appropriate Threshold for Smali-
Scale Business Activities

Any threshold for taxing business income should balance fairness with administrative
efficiency. Possible approaches include:

e« Revenue Threshold: Exempting income below a certain dollar amount.



« Profit-Based Exemption: Only taxing profits above a set margin.
« Percentage of Total Revenue: Exempting business income below a certain
proportion of total revenue.

Applying such thresholds would create uncertainty and administrative burdens across the
charity sector. Instead, we advocate for maintaining the current system, which provides
clarity and ensures charities can maximise their social impact.

We recommend that there be some form of bright-line test, whereby if, on average,
greater than 50% of business income is applied to charitable purposes that all business
income remains exempt from tax. That way, those charities that are not accumulating
funds within a business are spared compliance costs. An averaging approach will ensure
that charities don’t flip in/out of rules. There should be an ability to apply for an exemption
if there is a one-off low distribution (for example the need to invest in a capital asset).

Conclusion

Blind Low Vision NZ strongly opposes any changes that would impose taxation on
charitable business income. Any such policy would have detrimental consequences for
our organisation, our clients, and the wider public. Existing regulatory mechanisms under
charities law already provide oversight and accountability, ensuring that nonprofit income
is used for charitable purposes.

We urge the Inland Revenue Department to maintain the tax-exempt status of charitable
business income to protect the financial sustainability of New Zealand’s not-for-profit
sector and the essential services it provides.

"Thornley SJ, Gordon K, Shelton C, Marshall R. The prevalence of visual impairment: a capture-recapture
study in three urban regions of New Zealand. Available at: https://blindlowvision.org.nz/news/new-study-
vision-rehabilitation-new-zealand/

i Original numbers were obtained from: New Zealand Disability Survey 2013. Available at:
https://www.stats.govt.nz/information-releases/disability-survey-2013 .

i Moore, David; Rippon, Rebecca; and Niemi, Malin. Vision Rehabilitation in New Zealand. 27 February
2019. Sapere Research Group. Page 14, Section 4.4.
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24 March 2025

Taxation and the not-for-profit sector

c¢/- Deputy Commissioner, Policy

Inland Revenue Department

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

Dear Sir/Madam
Taxation and the not-for-profit sector

The NZ Association of Metal Recyclers, Incorporated is a not-for-profit industry association that has operated
since 1968.

The primary source of our income is an annual membership subscription which receives an income tax
concession. With this income, we undertake activities that are associated with the public good. These include:

e Working with central and local government bodies on policies to ensure metal recycling is enabled and
maximised

e Promoting the industry to the public with activities including Recycling Week, provision of bin decals
to members to enable collection of metal packaging items, and production of educational materials

e Operating a stolen metal reporting system which is used by victims of theft and the NZ Police

No single metal recycling business can afford to engage in the above activities which is why an industry
association is needed. If the income tax concession was removed, our organisation would lose over $4,000 p.a.
in income which would be hard to replace.

We recommend that no change be made to the tax concession framework. If officials need to contact us to
discuss this submission, please refer any enquiries to our General Manager at gm@nzamr.org.nz.

Kind regards,
s 9(2)(a)

Glen Jacobs
President
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The government relies heavily on the NFP sector to provide support that it would have to
provide, were it not for the generosity and will of the people who make the decision to create
entities that care for and support healthy families and community.

We urge the government not to introduce any ‘blunt measures’ in taxation that will stifle the
NFP sector’s ability to continue to provide vital services and support where the government
either cannot afford to, or is unwilling to do so.

FINZ comments that there is a lot in this consultation paper that indicates a lack of
consultation and ‘thinking with’ the NFP sector and those best placed to offer robust advice
on the advisability of taxing charitable activity. We urge the government to slow down this
process and run authentic consultation with the sector about the implications of such
taxation on the sector’s ability to deliver the very services upon which the government relies.

2. Encouraging Philanthropy

One of the most important consequences of the work of FINZ is to assist organisations,
through the fundraisers who work for them, to encourage and support philanthropy in New
Zealand.

New Zealand has an international reputation for its generosity. Kiwis are inherently
generous people.

Any legislative moves that discourage this generosity should be vigorously opposed.

In fact, FINZ asserts that any and all legislation pertaining to the NFP sector should, either
directly or as a consequence, encourage the New Zealand public to support their efforts to
the greatest extent possible.

3. Conclusion

FINZ encourages the government to slow this process down, to undertake a far more in
depth analysis of the value of the NFP sector and the potential impact on the NFP sector,
along with more consultation with a broader group of experts. We recommend the
government take a broader view of what that value includes, prior to any decision-making
with regard to how it should (or in this case, should not) tax charities. Without this, we
believe there will be unintended consequences that will have a net negative effect on the
NFP sector and consequently New Zealand society.
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From: O'Connor $ 9(2)(a)

Sent: Monday, 24 March 2025 1:08 pm
To: Policy Webmaster

Cc: s 9(2)(a)

Subject: Taxation & Not for profit sector

External Email CAUTION: Please take CARE when opening any links or attachments.

| have concern for communities in general if Churches lose their charitable status. All over the country Church
Ministers are available to go where they are needed in any situation, at any time of the day or night. Many are
involved in other voluntary services as well, such as the fire brigade, search & rescue. | believe that over 1.4 million
hours per week are freely given by volunteers in so many areas in our country. In our situation, the contract allows
the Minister to spend half of his time involved in the community volunteering, talking to shop keepers, attending
gatherings etc, to connect with people.... Quite surprising the things people get off their chests and feel better for.
If there are concerns about any of them, it would be best to look into the individual situation. Some sports clubs are
being hit with big rates and lease accounts, and would not survive without this help. The wellbeing of people is
detriment to the wellbeing of this country. This tax help inspires charities to do well which reduces the burden on
Government. Erica O’Connor, Kaikoura





