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From: Chair Activate Faith Group <chair@activatefaithgroup.nz>
Sent: Wednesday, 26 March 2025 10:19 am
To: Policy Webmaster
Subject: Re: IRD Consultation Paper Regarding Taxation for Charities
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Re: IRD Consultation Paper Regarding Taxation for Charities 
 
New Zealand has strong checks and balances to ensure that charities are fulfilling their stated purposes. While we can all agree that this is 
a positive aspect, changing the current tax regulations will lead to significant increases in already high compliance costs and will impede 
the charitable works and their effectiveness. 
 
I am personally involved in the faith, education, social, and medical sectors, working diligently to transform our communities for the better. 
 
The areas we focus on are underfunded, considering the expected outcomes, and operate in heavily compliance-driven environments. Our 
staff are incredible individuals dedicated to serving and helping the community, yet they currently face high stress levels as they strive to 
meet growing needs with diminishing resources. Additional taxation requirements will further impact those who are most vulnerable. 
 
We are compelled to think outside traditional funding streams to make our initiatives viable. This has led us to run profitable enterprises 
within our organizations to fund our primary work, which is social in nature. 
 
Iôm sure this narrative is echoed across the country. I havenôt even touched on the thousands of volunteer hours dedicated each year to 
such causes. 
 
I understand the desire for taxation where it appears the current system is being abused. However, I would argue that imposing further 
compliance or taxation on the charity sector will come at a cost that our country cannot afford. Charities, by their very nature and resolve, 
provide exceptional value for money. I recently read an article from 2022 claiming that charities contribute $6.1 billion to the New Zealand 
economyðthe government cannot afford to replace this service. 
 
In recent years, our organizations have have run with significant deficits. In fact, we nearly didnôt survive. Without the option of some 
business income to fund our work, we would have been forced to close.  
 
On the ground, we are helping thousands of people each year. I can state openly that if we had faced any further compliance or taxation 
costs, our doors would have closed (and weôre not out of the woods yet). 
 
I believe that the desire to increase tax revenue would come at both social and fiscal costs that no government is fully prepared to bear. 
 
Creating ñwedgesò for profit is one thing, but creating them to maintain our charitable purpose is an entirely different scenario. 
 
Please consider very carefully the broader impact of any decisions made regarding charities and taxation, including rebates. If anything, 
please make decisions that facilitate easier and less costly compliance. 
 
No charity operates for personal gain. We do this because we care about the vulnerable members of our communities. History has shown 
that government often does not handle this effectivelyðin most cases, we do. 
 
Thank you for your consideration in helping charities become more effective. 
 
Sheridyn Rodgers 
Chair - Activate Faith Group 
Ш
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From: Liz Bishop 
Sent: Wednesday, 26 March 2025 10:30 am
To: Policy Webmaster
Subject: Taxation and the not-for-profit sector
Attachments: NZEHA submission to IRD 26 March 2025.pdf
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Good Morning 
 
Please find ċƣƣċĦőĲĬ a submission from the New Zealand Equine Health Association. 
 
With regards 
 
Liz Bishop 
 
Liz Bishop 
GM CORPORATE SERVICES 
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Chairman: Dr Ivan Bridge          Executive Officer: Dr Patricia Pearce          Secretary: Colin Hall

Taxation and the not-for-profit sector
C/- Deputy Commissioner, Policy
Inland Revenue Department 
PO Box 2198
Wellington 6140

26 March 2025

Dear Deputy Commissioner

INLAND REVENUE CONSULTATION ON TAXATION AND THE NOT-FOR-PROFIT SECTOR

New Zealand Equine Health Association (“NZEHA”) is writing to submit on the recent Officials’ Issues 
Paper, taxation and the not-for-profit sector (the “Issues Paper”). This is an issue of direct relevance to 
NZEHA as a charitable incorporated society operating in New Zealand, and it is in this context that our 
submission is made.

As part of this submission, we have only commented on questions that have been raised in the Issues 
Paper that are most relevant to NZEHA. 

Charitable Purpose

NZEHA works towards the betterment of equine health, welfare, and disease incursion. The NZEHA 
does this through consulting with Government agencies, representing the views and interests of equine 
stakeholders, developing anticipatory plans, reporting relevant information and strategies, determining 
training plans and promoting advice on training and response planning. NZEHA became a registered 
charity on 12 September 2023.

NZEHA’s activities are objects that its members (nationally recognised equine organisations) would 
consider working towards in their own right (in respect of equine health), but doing so in common is 
significantly more cost effective, and has greater impact. 

Up until the 2022 income year, NZEHA’s only income was derived from subscription fees paid by 
member organisations. In the 2022 income year, under the Biosecurity (Readiness and Response –
Horses and Horse Germplasm Levy) Order 2020, NZEHA began collecting a biosecurity levy on 
imported and exported horses and germplasm (semen). This money has been collected for the purpose 
of biosecurity readiness and response, including building a reserve fund if a major response was to be 
needed, for example an outbreak of the Equine Influenza. 

In the 2022 income year NZEHA also undertook an activity to hold a stock of Proteqflu Equine Influenza 
vaccine. NZEHA distributes this to NZ equine vets for use on horses that are to be exported to markets 
other than Australia. While NZEHA receives consideration from the on-selling of the vaccine, NZEHA 
does little more than break even from these activities.

NZEHA has three main sources of income, being:

membership levies
border levies (i.e. the biosecurity levy)

New Zealand Equine Health Association Incorporated
Protecting the health and welfare of New Zealand horses
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 vaccine sales 
 
For the year ended 31 March 2024 NZEHA had total revenue of $213,858 and total expenses of 
$178,730. This places NZEHA in Tier 3 reporting requirements. 
 
General Comments 
 
In light of the recent Issues Paper, NZEHA wishes to address certain points in response to questions 
raised.  
 
Question 1 – what are the most compelling reasons to tax, or not to tax, charity business 
income? 
 
In Chapter 2 of the Issues Paper, the concept of accumulation is discussed, with Inland Revenue 
expressing their concern that a faster accumulation of tax-free income by charities gives rise to a tax 
advantage.  The implications of change would involve unrelated business income accumulated within 
charities being taxed.  
 
Often, when there is an accumulation of funds within a charity, it is for a charitable purpose. As a charity 
that work towards the betterment of equine health, welfare, and disease incursion, NZEHA have a 
necessary requirement to accumulate funds that will be used to serve the community in the event of a 
disease outbreak. Without NZEHA accumulating income, in the event of a disease outbreak, if NZEHA 
did not have accumulated funds to draw from, it would have to obtain additional funding from the 
Ministry of Primary Industries or similar to the extent it could not fund a disease outbreak. This outcome 
would not be in the government’s best interest.  
 
We would like to emphasise that whilst we understand the reasoning behind Inland Revenue’s proposed 
changes in relation to accumulated income within charities, NZEHA has a specific reason to accumulate 
funds.  
 
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? 
 
Our expectation is that all NZEHA income sources are likely to be related to our charitable purpose, 
however these rules will impose compliance costs on NZEHA to establish this and to test potential 
boundary issues. This will become an ongoing compliance cost each time a new income stream is 
considered.  
 
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 an unrelated business? 
 
The concept of “unrelated” is not fully explained in the Issues Paper and therefore it is unclear when a 
new income source could be considered “unrelated”. For example, would this encompass any forms of 
income which are unrelated to equine health, unrelated to equines in general, unrelated to animals?  
 
As NZEHA fully relies on volunteers, in the event that NZEHA were to scale to the extent that it 
warranted hiring a permanent employee, it would not be desirable if tax outcomes for NZEHA changed 
as a consequence (paragraph 2.24 states an option exists for unrelated business income to remain 
untaxed if the business was run by volunteers). 
 
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? 
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If an exemption were provided for small-scale business activities, NZEHA would be likely to benefit as a 
consequence of its size. Having a de minimis rule would reduce compliance costs for NZEHA, however 
it will require on-going monitoring of thresholds.  
 
While NZEHA has no current plans to expand or amalgamate with any other organisations, having a de 
minimis exemption will provide a perverse disincentive for the sector to scale up or consolidate 
complementary charitable organisations.  
 
Question 14 - 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? 
 
The Issues Paper suggests that volunteers should be treated as salary and wage earners. For NZEHA 
this will increase compliance costs. In the most recent year NZEHA made payments of $882 to 
volunteers as reimbursements of costs. The NZEHA preference would be for Inland Revenue to treat 
small payments or small gifts (such as petrol vouchers) as fully exempt from tax.  
 
If you would like to discuss further, please contact me on   
 
Yours sincerely,  
 

 

 
Liz Bishop 
 
Treasurer New Zealand Equine Health Association 
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Submission to Inland Revenue Department on IRD 2025 Issues Paper: Taxation and 

the not-for-pro�it sector 

 

 

This submission is from John Godfrey PhD, MRSNZ, MInstD, CFRE , in a personal 

capacity. 

 

About me 

 

I am a nonpro�it fundraising consultant, living in Auckland. I have had chair, treasurer and 

secretary roles on nonpro�it boards in New Zealand, Australia and the UK in arts, health support 

and professional associations. Currently I am on the boards of two NZ charities, ADHD New 

Zealand, New Zealand Dance & Arts Therapy; and an Australian nonpro�it organisation,  Australia 

New Zealand Third Sector Research.  I have been a board member, Treasurer and Chair of the 

Fundraising Institute of New Zealand, and President of Educate Plus New Zealand. 

 

Almost my entire career has been spent working in the nonpro�it and charity sector 

(sometimes called the third sector or community and voluntary sector). That career started  as an 

actor then arts administrator in New Zealand,  then led  to senior management roles for the 

Sydney and later the Edinburgh arts festivals. I subsequently specialised in fundraising, managing 

fundraising programmes for Edinburgh University’s Medical Research Institute and the Edinburgh 

Napier University Business School. Since 2006, I have been a fundraising consultant to charities 

and nonpro�its in the UK, Australia, New Zealand, India and the Middle East. I completed a Masters 

degree investigating sponsorship of arts festivals in the UK, and a PhD investigating the 

philanthropy of the Indian elite. 

 

I write and have had articles on philanthropy and fundraising published in academic 

journals, and professional third sector magasines. 
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Introduction to the answers provided 

 

Above all, I recommend that there is a proper policy impact assessment by Government 

before such a signi�icant change to the taxation rules are made. No assurance has been given by 

Government concerning how it will assess the impact of its proposals or the submissions being 

made. 

 

 Previous tax investigations have advised against taxing charities. This present 

consultation is leaving the burden of demonstrating the inef�iciencies of the proposed policy to the 

sector itself through individual submissions like this one. This methodology will not on its own 

provide a robust and  comprehensive assessment. 

 

Executive Summary of this submission 

 

I argue against taxing charity income, making the following points: 

 

Flawed reasoning:  

I dispute the Issues Paper claim that charities have advantages like reduced 

compliance costs, ability to ‘re-fund’ losses, and lower capital costs. Charities use 

business income to fund their charitable purposes, and losses cannot be carried 

forward for tax benefits. 

 

Funding challenges:  

Charities struggle to borrow for capital projects and face significant costs in 

fundraising. 

 

Ongoing need for charities’ services:  

Many charities face unpredictable, increasing demands for their services, 

necessitating fund accumulation. 

 

Negligible or no net gain to Government revenue   

Charities will seek more government funding to cover reduced income, meaning 

demands on government expenditure will likely negate any tax revenue gained. 
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Service reductions:  

Charities’ reduced funds would lead to a diminished capacity to deliver social 

benefits, potentially increasing the burden on public sector services. 

 

Compliance burden:  

Accounting for unrelated business income would raise administrative and 

compliance costs. 

 

Costly restructuring:  

Large charities will create new structures to manage unrelated business income, 

increasing governance and advisory costs. 

 

Defining unrelated business: 

Determining what constitutes an 'unrelated business' is seen as subjective and 

likely to lead to costly disputes. My submission also highlights the need to consider 

the impact on social enterprises, a new form of third sector organisation that has 

been encouraged by Government 

 

International comparisons:  

The submission references an OECD report. However, I show New Zealand is not 

an outlier in exempting charity income. Seven countries including New Zealand do 

not tax charities’ income 

 

Chapter 2: Charities business income tax exemption 

 

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? 

 

Answering the question de�initively is challenging due to the absence of  �inancial data. 

Appendix I shows my attempt to put a number to it. The �igure I reach is in the order of $140 

million which as I suggest below is likely to be negated because of extra demands that will fall on 

Government. I turn next to the factors described in 2.13 and 2.14. 

 

Point 2.13 deals with what are termed as “second order imperfections”. These are explained 

as being  that  charitable trading entities 
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• do not face the compliance costs associated with a tax obligation 

• have an advantage over taxable businesses related to “refundability of  losses” [sic] 

• have a lower cost of raising capital 

 

The reasoning behind this is �lawed in my view. The fallacy behind the �irst two bullet 

points is that it rejects the normative assumption that charities business activities are intended to 

provide income towards the cost of achieving their charitable purposes. The �irst point draws 

attention to the reality that if charities are taxed, the compliance cost will reduce the funds 

available for meeting their charitable purposes. The second point ignores the fact that a charity 

cannot carry losses forward as a claim against tax in a future period. It funds its loss out of its 

reserves and must make a surplus over future years to mitigate the loss. 

 

The third point ignores the reality that charities need to fund capital expenditure with 

either borrowing or raising philanthropic funding. Borrowing is challenging because their assets 

and their business models are for various reasons not regarded as sound security by lenders. 

There will be extra costs associated with fundraising for capital expenditure. Common experience 

usually suggests capital campaigns (i.e. fundraising campaigns for capital expenditure) cost 

around 10-20% of the funding target. 

 

Point 2.14 is closely related to the points made above. Firstly, charities accumulate funds 

through their business activities to meet their charitable purposes. For many charities, these 

purposes are not time-bound. There will always be a need for funds to be applied. Often funds are 

required to meet unpredictable and/or increasing demand for the charities’ services. Secondly, as 

stated above, there are obstacles in respect of borrowing for capital expenditure, and extra costs 

associated with fundraising for it. 

 

 

Q2. If the tax exemption is removed for charity business income that is unrelated to 

charitable purposes, what would be the most signi�icant practical implications? 

 

We have no data on how much of the estimated charity business income is unrelated to 

charitable purposes (an estimate used hypothetically in Appendix I is 50% of it). At present, 
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charities are not required to make this calculation. Logically, of course, once calculated it will 

reduce the taxable surplus.  

 

The most signi�icant implication of taxing business income, in my view, is perverse. Those 

charities who are funded by government through contracts or grants will seek additional funding 

from government to meet the reduction. The alternative will be that the social or other  services 

obtained by government through them will be impaired. 

 

This impairment  will mean that people who would otherwise be served by the charitable 

and nonpro�it sector will look for help from public sector service providers as a result of the 

reduction in charities’  capacity. This means the cost to government will be far higher. In other 

words, the costs of unmet service delivery will become an additional burden to government.   

 

That is, either charities and nonpro�its will have to be additionally funded by government 

to meet need or government will pay additional costs to meet social demand. 

 

To conclude, the immediate practical implications leading from removing the tax 

exemption from business income will be: 

 

a) Charities  will have a liability for tax which will reduce the funds available 

to achieve their purpose.  

b) Accounting for unrelated business income will be an increased  compliance 

burden which will add to staff and audit costs. 

c) Alternatively, creating a new structure to manage and account for any 

unrelated business income will have new overhead and governance requirements and 

costs. 

d) These requirements will also see the growth of  advisers and their 

additional costs to the largest charities as they seek advice on how to meet the new 

requirements and to minimise the impact of the tax regime. 

 

Q3. If the tax exemption is removed for charity business income that is unrelated to 

charitable purposes, what criteria should be used to de�ine an unrelated business? 

 

The only logical answer to this question would be  that ‘unrelated business’ income is 

income applied to a purpose distinct and separate from the organisation’s charitable purpose.  
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However, determining  what income or expenditures are distinct and separate will almost 

certainly be subjective, and liable to be  contested. Contestation will add to compliance costs for 

the charity and enforcement costs for Government. 

 

An ancillary point not canvassed in the Issues Paper is how the whole class of Social 

Enterprises will be treated. The Government’s last formal statement on this class of social 

sector/for purpose entity seems to be the Government Position Statement on Social Enterprise 

(2014). In the paper these are de�ined  thus, “social enterprises use commercial methods to 

support social or environmental goals”. There are likely to be challenges determining their 

‘unrelated business’ income. Removal of the tax exemption for business income of charities is 

likely to be a disincentive for these entities. (See also Q5 below) 

 

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? 

 

If the tax exemption is removed, then despite the answers above that oppose the idea of 

removing exemption, I suggest that taxation of unrelated business income only would best be 

con�ined to Tiers 1 & 2 charities. This is because only these larger charities are likely to have the 

capacity to absorb the compliance costs in reasonable proportion to their income. 

 

As already noted above, the probable revenue to Treasury would be small, and any 

reduction to their income and surpluses would probably lead to pressure for more funding from 

government and/or a reduction in the services these charities are able to provide. 

 

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? 

 

This question assumes that it is possible to identify income applied to a purpose distinct 

and separate from the organisation’s charitable purpose.  This would face the challenges already 
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outlined in the answer to Q3 above. The answer therefore is the same. That is, determining  what 

income or expenditures are unrelated to charitable purposes (i.e. distinct and separate) will  

 

 

almost certainly be subjective and liable to be  contested. Contestation will add to compliance 

costs for the charity and enforcement costs for Government. 

 

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? 

 

The questions in the Issues Paper do not seek answers to additional questions related to 

differential treatment of income from an unrelated business. Alternatives in other jurisdictions 

include applying a threshold or stipulating speci�ic non-exempt activities.  

 

The table in Appendix II is an analysis of the OECD Report referenced in the Issues Paper. It 

lists examples of countries where different settings are applied. 

 

A point to notice is that New Zealand is not an “outlier” as stated in the Issues Paper. Seven 

countries including New Zealand do not tax charities’ income. Four countries apply the condition 

that a tax exemption is available if a charity’s surplus is applied to its charitable purpose. The 

distinction between these two categories will be dependent on de�initions and drafting in each 

jurisdiction’s  legislation. My suggestion is that little or none of the surplus in the second category 

would be spent on non-charitable purposes. Why would it? 

 

Nine countries apply a threshold below which speci�ied income is not taxed. The most 

popular treatment is some form of tax on ‘unrelated’ income. There are 13 countries who �it this 

category. The precise statutory meaning of this will be more explicit than the narratives drawn 

from the report, however, the descriptions in the report tend to imply this means income not used 

for a charitable purpose. Of 38 countries named in the report, �ive countries are dif�icult to 

categorise. 

 

Exploring how statutes or regulations de�ine the policies in the various countries 

mentioned would be useful. However, determination of what income is used for, or what surpluses 

are applied toward will be complex and subjective; and almost certainly contestable. If one of the 

latter two models were adopted in New Zealand, I suggest that compliance costs for charities will  
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reduce funds available for charitable purposes;  and any contestation would be costly to charities 

and government. 

 

Chapter 3: Donor-controlled charities 

 

Q7. Should New Zealand make a distinction between donor-controlled charities and 

other charitable organisations for tax purposes? If so, what criteria should de�ine a donor-

controlled charity? If not, why not? 

 

No opinion. 

 

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? 

 

No opinion. 

 

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? 

 

No opinion. 

 

Chapter 4: Integrity and simpli�ication 

 

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 �iling requirements for NFPs, and 

• modifying the resident withholding tax exemption rules for NFPs. 

 

No opinion. 
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Q11. What are the implications of removing the current tax concessions for friendly 

societies and credit unions? 

 

Income tax exemptions 

 

No opinion 

 

Q12. What are the likely implications if the following exemptions are removed or 

signi�icantly reduced: 

• local and regional promotional body income tax exemption, 

• herd improvement bodies income tax exemption, 

• veterinary service body income tax exemption, 

• bodies promoting scienti�ic or industrial research income tax exemption, 

and 

• non-resident charity tax exemption? 

 

No opinion 

 

FBT exemption 

  

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? 

 

No opinion 

 

Tax simpli�ication 

 

Q14. What are your views on extending the FENZ simpli�ication as an option for all 

NFPs? Do you have any other suggestions on how to reduce tax compliance costs for 

volunteers? 

 

No opinion. 
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APPENDIX I 

 

This Appendix sets out the calculation used to estimate the amount of revenue likely to be 

acheived from a tax on charities’ business income. 

 

The �irst complication comes from the Issues Paper Table 1. I believe that the numbers 

shown for Tiers 1 & 2 are inconsistent with the rest of the table. I looked at the last �igures 

published, in 2019, showing the number of charities in each Tier 

[https://www.volunteeringnz.org.nz/wp-content/uploads/Modernising-the-Charities-

ActDiscussion-Document-2019-February2019.pdf ] and extrapolated from them to arrive at my 

table below. 

 

Table 1:  Extrapolation from 2019 Tier Population Figures 

 
 Tier 1 Tier  2 Tier 3 Tier 4 All Tiers 

DIA. (2019). 

Modernising the 

Charities Act 2005: 

Discussion 

document. 

 Table 2 

163 1360 8493 13838 23854 

Extrapolation to 

arrive at 2025 

�igures 

198 1653 10325 16823 29000 

Issues paper % 

shown as 

reporting business 

income 

1% 10% 45% 43% 99% 

Therefore, number 

of charities in each 

Tier 

2 165 4646 7234 12048 

Average Expenses 

for charities in 

each Tier 

$55,555,556 $21,111,111 $2,855,556 $77,778 
 

n/a 
 

Average Income 

for each Tier 
$5,555,556 $2,111,111 $285,556 $7,778  
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Belgium    1  

Philanthropic entities are subject not to corporate tax 

but to  legal entities income tax (LEIT), a witholding tax 

on certain forms of income; income from donations is 

exempt from the LEIT. 

Bulgaria    1  

Philanthropic entities in Bulgaria are not taxed on  

income from grants or donations but income from 

commercial activities is subject to the corporate income 

tax 

Canada    1  

Qualifying philanthropic entities are exempt from 

paying income tax. However, they are not permitted to 

undertake unrelated commercial activities unless the 

entity is run with volunteer labour. 

Chile     1 

Some philanthropic entities may be exempt from the 

corporate income tax as granted by the President of the 

Republic. This bene�it can be requested where their 

main and effective purpose is to aid people meet their 

basic needs. 

Colombia  1    

All forms of income are considered taxable and the tax 

relief is based on whether, and how, the net bene�it or 

surplus is reinvested 

Czech Republic    1  
Corporate income tax exemption only applies if the 

income is or will be used for speci�ied worthy purposes. 
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Estonia     1 

Philanthropic entities must submit an application 

complying with the requirements of the tax 

administration in order to receive preferential tax 

treatment. 

Finland    1  

Tax exemption can be granted only when justi�ied with 

respect to the bene�it that the entity produces for 

society; philanthropic entities are liable to a tax on 

income derived from business activity. 

France   1   

Philanthropic entities may be exempt from corporate 

taxes if the activity does not compete with the business 

sector and if the revenues collected during the calendar 

year for this activity do not exceed EUR 72 000 

Germany   1   

Income generated from activities related to the worthy 

purpose is exempt from corporate income and trade tax. 

Unrelated income is not subject to  tax if  including VAT, 

it does not exceed EUR 35 000 

Greece    1  

Income of philanthropic entities from ful�ilment of their 

worthy purpose  is not subject to income tax. On the 

other hand, any income generated from 

commercial/business activities is taxable, 

Hungary   1   

Philanthropic entities are exempt from corporate tax if 

their income derived from commercial activities 
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(including managing real estate) does not exceed 15% 

of the total income. 

India   1   

Philanthropic entities can derive up to 20% of their 

income from trade, commerce or business, provided it is 

earned in the course of advancing the charitable 

purpose of the entity 

Indonesia  1    

Donations and grants to philanthropic entities are tax 

exempt income. If an entity engaged in education or 

research and development has a surplus, it is only tax 

exempt if the surplus is reinvested in these purposes 

within a four year period. 

Ireland  1    

Philanthropic entities must apply  separately to the 

revenue for  tax exemption. Once the tax exemption is 

approved, entities are exempt from capital gains tax and 

tax on commercial income, provided that the income is 

applied towards the entities’ worthy purposes. 

Israel     1 
Donations, inheritances, government grants and passive 

income are tax exempt 

Italy     1 No information 
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Japan    1  

Income of philanthropic organisations (that ful�il the 

not-for-pro�it requirement) is tax exempt. The 

commercial activities that exempt organisations are 

permitted to engage in without losing their tax exempt 

status, are stipulated by the  ministry that has the most 

expertise regarding the particular worthy purpose. 

Latvia 1     

Philanthropic entities are not subject to corporate 

income tax if the purpose of the establishment is not to 

make pro�it or achieve an increase in capital for 

members, religious organisations, trade unions, or 

political parties. 

Lithuania  1    

If  the surplus of a philanthropic entity is reinvested 

towards the worthy purpose within a given time period, 

the income of the entity is exempt 

Malta 1     
Philanthropic entities bene�it from a tax exemption on 

all their income 

Mexico   1   

Exempt from income tax provided income is used for 

the purposes for which they were authorised; and 

income from activities other than the purposes 

provided it does not exceed 10% of total income. 
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Netherlands    1  

Philanthropic entities are liable to corporate income tax 

if (1) they participate in the market economy with 

labour and capital and thereby make a pro�it, or (2) if 

their activities compete with commercial businesses, 

New Zealand 1     

Philanthropic entities are exempt from paying 

corporate income tax on non-commercial income and 

are also exempt from income tax on commercial income 

if the philanthropic entity meets the not-for-pro�it 

requirement and has no activities overseas. 

Norway   1   

Exempt from income taxes on donations, inheritances 

and grants plus income generated from any commercial 

activity it undertakes that does not contribute towards 

worthy purpose, provided that the annual revenue from 

the commercial activity does not exceed a threshold of 

NOK 140 000. 

Portugal    1  

Income of philanthropic entities derived from donations 

is untaxed. Income derived from  activities for the 

worthy purpose is generally also untaxed. Other sources 

of income, such as unrelated commercial activity or 

�inancial assets and investments are considered taxable 

income. 
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Romania 
   

1 
 

Philanthropic entities must submit an application 

complying with the requirements of the tax 

administration in order to receive preferential tax 

treatment. 

Singapore 1 
    

Exempt from income tax and may engage in commercial 

activities to generate additional income, or to provide 

goods or services for their members or clients to 

further their worthy purposes. 

Slovak Republic 
  

1 
  

Income received by philanthropic entities is generally 

tax-exempt, except for commercial income, including 

income derived from property (rent), the sale of assets, 

membership fees and advertising income above EUR 20 

000 per year 

Slovenia 
   

1 
 

Income derived from commercial activities is taxed 

South Africa 
  

1 
  

Only welfare, education, healthcare and conservation 

activities qualify for an income tax deduction then 15% 

of all commercial income of is tax exempt. 

Sweden 
   

1 
 

Exempt from  taxes on income  from donations, grants, 

investments, and contracts with government...This 

suggests that income from unrelated activities will be 

taxable income. 
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Switzerland 1 
    

Philanthropic entities are exempt from income and 

wealth taxes 

United Kingdom 
    

1 No information 

United States 
   

1 
 

Income related to the exempt purpose of the non-pro�it 

organisation is generally income tax exempt. However, 

income from unrelated business activities (i.e. activities 

that are not substantially related to the exempt 

purpose), is taxable at the corporate tax rate. 

Total 7 4 9 13 5 Number of Countries Analysed                      38 
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From: NZSG Manager <NZSGmanager@genealogy.org.nz>
Sent: Wednesday, 26 March 2025 11:03 am
To: Policy Webmaster
Subject: submission on IRD consultation paper 'Taxation and the NFP sector'
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Good morning, 
We wish to make the following submission relaƟng to the IRD ConsultaƟon paper ‘TaxaƟon and the Not For Profit 
sector. 
 
The New Zealand Society of Genealogists was established in 1967 by a small group of family history enthusiasts. In 
the decades since, we are firmly established as a naƟonal enƟty enjoying a strong and supporƟve membership base, 
with 60 Branches and affiliated groups around the country. The organisaƟon is an incorporated society (CC22120), 
governed by a Board of Directors and has a naƟonal office and research library located in Panmure, Auckland.  
The Society works collaboraƟvely with many of our naƟonal insƟtuƟons and repositories and has over the years 
earned a reputaƟon for its commitment to the preservaƟon of historic records and as a representaƟve voice on 
maƩers affecƟng the community of family researchers and historians. 
Mission Statement 
To provide educaƟonal opportuniƟes and research resources for the development of knowledge, skills and pracƟce 
in family history, genealogy and whakapapa for members and the wider community. 
Purposes of the NZSG 

 To promote the study of family histories, whakapapa, genealogies and kindred subjects to the members of 
the Society and the New Zealand public. 

 To advance the educaƟon of the members of the Society and the New Zealand public in the study of family 
histories, whakapapa, genealogies and kindred subjects. 

 To provide assistance for the members of the Society and people wishing to compile family histories from 
sources in New Zealand and overseas.  

 To encourage accurate and scholarly research into the histories of New Zealand families and from Ɵme to 
Ɵme publish the results.  

 To foster awareness of family links and knowledge of heritage. 
 To do all such other lawful acts and things as are incidental or conducive to the aƩainment of all or any of 

the above objects. 
 
Our submission 

 We are a Tier 3 charity. 
 We are a membership Society – virtually all our income comes from membership subscripƟons or members 

paying for services – and all of these are strictly related to our core interest, genealogy. 
 Virtually all our acƟviƟes are conducted by volunteers. We have only two, part-Ɵme, employes. 
 We have no ‘other’, ‘unrelated’ business acƟviƟes, so we recognise that the current IRD proposals may not 

apply to us. Such ‘business acƟviƟes’ that we do have (eg sales of books and CDs on genealogical topics 
[mostly] to members) consƟtute only 0.6% of our income. 

 Any move to put us under a taxaƟon regime would be disastrous – it would effecƟvely close us down.  
 First of all, any taxaƟon regime would greatly increase compliance costs. 
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 Most of all, if we do make a small surplus this is either held as a buffer against a possible subsequent year 
when we might make a loss, or it is used to plough back into the operaƟon to enhance services to our 
members (eg new computers, enhanced usability in our databases, hosƟng Family History Month events, 
etc.). (We are aware of the new Tier 3 NFP reporƟng rules whereby we have to explain how any surplus is to 
be used in a way that is relevant to our core mission.) To tax such small surpluses would mean either that 
we would have no cash reserve for the next year (should that year prove to be a loss-making year, which for 
many years between 2013 and 2021 it was) or it would mean we could never have any surplus to plough 
back into the operaƟon to improve services, keep up with technology ,etc. The net result of a taxaƟon 
regime in either case would be the exƟncƟon of the Society as having been made financially unviable 
through taxaƟon. 
 

Best regards, 

  
National Manager, 
New Zealand Society of Genealogists. 
P.O. Box 14036, 
Panmure, 
Auckland 1741 
  
Phone (09) 394 9549 
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Taxation and the not-for-profit sector 
C/- Deputy Commissioner, Policy 
Inland Revenue Department 
PO Box 2198 
Wellington 6140 
 
By email: policy.webmaster@ird.govt.nz  
 

Tēnā koe 

Re: Taxation and the not-for-profit sector: submission on behalf of Education Benevolent Society Incorporated 

Introduction  

1. We act for Education Benevolent Society Incorporated (EBS) which trades as HealthCarePlus.   

2. We have been engaged to file this submission on behalf of EBS in response to the Officials’ Issues Paper 
on “Taxation and the not-for-profit sector” (referred to in this submission as the Paper).   

3. EBS is an incorporated society with charity status.  EBS’ membership consists of unions and their 
members.  Through membership of EBS, members and their whānau obtain access to a range of 
membership benefits to support their financial, physical, and mental health and wellbeing.  EBS also 
provides charitable grants in accordance with its constitution.   

4. While not all questions asked in the Paper are directly relevant to EBS or the way it operates, EBS feels 
strongly that in making this submission it conveys not only its own view, but also the weight of its decades 
of experience and operation in the not-for-profit (NFP) sector.  EBS makes this submission with the 
knowledge of how the questions and potential changes posed may impact many charities and NFPs, not 
just those like EBS.   

5. The proposals in the Paper will however impact all charities hence the need for carveouts to avoid 
unintended consequences.  EBS would therefore strongly encourage IRD to investigate options to 
strengthen the existing regulations to deal with the specific charities generating the need for the current 
proposal.  In that way the majority of the NFP sector already facing significant challenges is not impacted.  

6. MoranLaw is a boutique law firm with specialist expertise in NFP law.  We have considerable experience 
advising NFPs and charities of all shapes and sizes, and a deep understanding of how the issues raised 
in the Paper may impact the sector.  

Comments on the Paper  

7. For the avoidance of doubt, we have copied the questions verbatim from the Paper, including the relevant 
clause and question references.  

CHAPTER 2: CHARITY BUSINESS INCOME TAX EXEMPTION 

8. 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? 

8.1 Any taxation will have a direct impact on the funding available for charitable purposes.  Charities 
have a limited number of ways in which they can obtain funding to advance their charitable purposes  
– donations from individuals and/or other charitable/philanthropic entities, government and private 
contracts for service, income from passive investments, and business activities.  Introducing tax on 
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charity business income is likely to reduce the funding available through at least two of those funding 
streams, because of the flow on effect to funding entities which are themselves charities and have 
also had their income taxed.  Put simply, taxing charity business income will reduce the pool of 
money available to fund charities.  If charities are to continue delivering their charitable purposes, 
they will have to obtain funding from alternative sources – donations or government funding.  The 
notion of taxing charity business income therefore moves money from one pot to another; a charity 
which cannot raise enough money through business activity or grant funding will require more 
donations, or more government funding, if it is to continue delivering on its charitable purpose.  
Charities which cannot obtain sufficient funding will be forced to reduce their operations or cease to 
exist altogether.   

8.2 The taxation of small charities will create a level of compliance and governance burden that may 
result in the demise of many smaller charities and is likely to have a disproportionate impact on 
minority and lower socio-economic groups that are the main beneficiaries from these charities.  

8.3 EBS’ observation and experience is that small entities, and those in lower socio-economic 
environments, are less likely to have officers with relevant professional expertise (e.g. legal, 
financial, corporate experience) and therefore less knowledge about the compliance requirements 
imposed upon them.  This lack of professional experience and compliance knowledge may see 
these small and lower socio-economic charities most adversely affected by the compliance 
expectations, including penalties for non-payment of tax, resulting in them being unable to continue 
serving some of New Zealand’s most vulnerable and in-need communities.  EBS questions whether 
the increase in compliance costs will be commensurate with the comparatively small increase in tax 
revenue.   In addition, what level of training and support does the government envisage providing 
to avoid these unintended consequences, and what will be the cost to deliver? 

8.4 The second-order imperfections referred to in section 2.13 of the Paper are relatively insignificant 
for charities where the focus is on delivering on their charitable purpose and which are not directly 
competing with for-profit entities in the delivery of products or services in a commercial manner.  

8.5 However, where a charity is competing commercially with for-profit entities in the delivery of products 
or services and is using, or potentially could use, their tax-exempt status for anti-competitive 
business practices that could distort the market, taxing of these charities should be considered .  
EBS considers this is likely to be a very small proportion of entities overall.  

8.6 The time that it would take for a charity to accumulate tax free profits to become a competitive 
advantage would be more than offset by the speed and ease with which commercial/for-profit 
entities can raise capital, which mitigates any potential for a charity to obtain a competitive 
advantage. 

9. 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? 

9.1 A charity like EBS that does not seek donations from the public is largely reliant on its unrelated 
business income to both administer and fund its charitable purpose.  So, the taxation of unrelated 
business income would directly reduce the funding available for distribution as charitable grants. 

9.2 As noted at paragraph 8.1 above, removing the tax exemption for charity business income has the 
potential to alter the entire charity ecosystem by reducing multiple sources of funding for charities, 
including one that provides a steady income stream and does not rely on public generosity or 
government funding, to the detriment of all who rely on charities.   

9.3 EBS considers it likely that charities will look for other ways to operate wherever possible in order 
to reduce their compliance costs.  Those that cannot do so are likely to be unable to continue 
operating. 
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10. 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? 

10.1 Defining when business income is “unrelated” to a charity poses a significant conceptual problem.  
It is seldom a straightforward assessment to determine whether a charity’s business activity is 
related or not, as that may require careful consideration of the charity’s purposes, legacy issues that 
cannot be changed, and how those are furthered by the business activity.  Often whether business 
activity is “unrelated” is a matter of public perception, influenced by mis information or current 
societal preferences.  There is also the question of whether, and if so how, passive income (for 
example from investments) would be captured by the removal of the tax exemption.  

10.2 When considering how to define “unrelated business income”, consideration could be given to any 
distinct business that is run as an arm’s length entity or as a separate legal entity from the charity 
with limited or no governance oversight from the charity.  That said, separation of legal entities 
should not be the sole determinant of unrelatedness, as it is often used for the purposes of 
ringfencing legal risk.   

11. 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? 

11.1 The use of the accounting standards reporting tiers seems the appropriate method and EBS would 
support the proposed exemption for charities in Tier 3 and 4 reporting categories.  Any move to 
remove the tax exemption for Tier 3 charities is likely to increase their compliance costs to a degree 
that is likely to be disproportionate to the tax revenue generated. 

12. 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? 

12.1 EBS agrees that if the tax exemption for unrelated business income is removed, any unrelated 
business income distributed for charitable purposes should remain tax exempt.  This would 
encourage charities to distribute surpluses rather than rewarding the retention of any surplus.  In 
addition, EBS suggests that any unrelated business income used in the execution of its charitable 
purpose should also be tax exempt.   

12.2 There are however practical issues with this, as in most cases the surplus will be generated in one 
tax year and all or part of the distribution will be distributed in the next financial year or years, and 
at that stage the amount to be distributed may not be determined.  To overcome this issue the 
accounting standards for charities will need to be revised to include a provision for the accrual of 
any charitable payment that is expected to be paid in the next and or subsequent financial years. 

13. 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?  

13.1 EBS raises the question of whether other legal structures (e.g. trusts) may then become more 
attractive from a tax perspective.  The removal of the current tax exemption for charity business 
income must not result in another distortion in the market. 

13.2 EBS also queries whether charities which are required to conduct consolidated reporting to Charities 
Services would be motivated to provide separate reporting in order to produce more detailed 
reporting about their income at an individual entity rather than group level.  The removal of the 
current tax exemption for charity business income must not result in an incentive to undermine the 
reporting system because there is now a financial consequence (not just a charitable status one).  

13.3 It seems likely that the result will be an increase compliance cost for government as well as charities, 
while reducing what funding is actually available to further charitable purposes.  
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13.4 EBS also notes that charities have much greater reporting and transparency requirements than for -
profit businesses, which makes sense in the context of the charity business income tax exempt ion.  
If that exemption is removed, the position is then off balance as between charities and for -profit 
businesses.  Will for-profit businesses be required to report to the public to a similar level of 
transparency, or will the transparency expectations current placed on charities be reduced? 

CHAPTER 3: DONOR-CONTROLLED CHARITIES 

14. EBS has no responses to questions 7 – 9 of the Paper.   

CHAPTER 4: INTEGRITY AND SIMPLIFICATION  

15. 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.  

15.1 EBS is concerned that a draft operational statement setting out the Commissioner’s updated view 
on mutual association rules is unavailable for consideration, even though it is expected to impact  
approximately 9,000 NFPs who are also impacted by the questions posed in the Paper.   

15.2 The Paper references that the draft operational statement currently states that “trading, and other 
normally taxable transactions with members, including some subscriptions” as being taxable 
income.  Urgent clarity is required about what “some subscriptions” will mean for NFPs, namely 
incorporated societies, which generally operate on the basis of subscriptions paid by members.  

15.3 Many of the impacted NFPs may not be aware that they are impacted, and even those which are 
aware cannot properly appreciate the nature of that impact because they are unable to fully inform 
themselves without seeing the operational statement.  Similarly it is difficult for EBS to provide a 
substantial response to this question 10 without a full understanding of the likely impacts. 

15.4 To tax 9,000 NFPs because of the Commissioner’s update (i.e. because the mutual association 
rules no longer apply) would result in, at best, significant cashflow challenges, and worst case the 
demise of a considerable number of these small NFPs that play a very important role in New Zealand 
society.  EBS therefore proposes that the threshold for exemption should be raised from $1,000. 

15.5 EBS has identified that the proposal to retain the unrelated business income tax exemption for Tier 
3 and Tier 4 charities would result in approximately 89% of charities being exempt.  EBS therefore 
proposes that a fair outcome would be to apply a similar tax exemption for the smallest 90% of the 
9,000 NFPs that would otherwise be impacted by the Commissioner’s new ruling.  

16. Q11 – 13. 

16.1 EBS has no response to questions 11 – 13 of the Paper.  

17. 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? 

17.1 EBS anticipates that within the smaller NFPs, due to lack of knowledge, there may be an 
unintentionally low level of compliance by receivers of honoraria.  Extending the FENZ simplification 
would remove this potential for unintentional non-compliance, and similarly remove what may 
operate as a disincentive to volunteering.  This change may result in a new compliance burden on 
small NFPs that currently have little or no ‘employee’ related obligations or capability.  
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18. 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?  

18.1 EBS has no response to question 15 of the Paper.  

19. If you have any questions or would like to discuss EBS’ submission in more detail, please contact the writer 
in the first instance.  EBS would be willing to speak to its submission or any of the points arising.  

Yours sincerely 

Louisa Joblin 
Special Counsel 
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Lyttelton Harbour Information Centre 
20 Oxford Street 

Lyttelton 8082 
  
 

 

Submission on the “Taxation and the not-for-profit sector” Proposals 
 
Q12 
 
Our organisation is staffed by about 15 volunteers with 1 paid part-time staff member whose job is mainly to manage 
the volunteers and provide our information service to locals and visitors alike (para 4.12) 
 
The organisation is controlled by a charitable trust, and the Information Centre was registered as a charity. The 
Charity Commissioners later decided that the Information Centre had insufficient charitable purposes (no ‘marriage of 
poor maids’ assistance nor ‘the maintenance of sick and maimed soldiers and mariners’). 
 
On being de-registered we automatically lost our tax-exempt status. Fortunately, the Inland Revenue reinstated our 
tax-exempt status as they said our operation was covered by the provisions for ‘local and regional promotion’. 
 
Our income is derived from grants and sales of postcards and pamphlets and there is rarely much surplus and so our 
tax liability is low in any event. 
 
However, having tax-free status is of great advantage to us and to similar bodies. Many of the suppliers that we use, 
e.g. TechSoup, Google, Microsoft will give advantageous prices to certain organisations. The sole criterion some of 
them use is tax-exempt status. So, if we were to lose that status, it would have a tremendous effect on our day-to-day 
running especially in the area of information technology equipment and subscriptions. 
 
We are not comparable to larger-scale operations like i-Sites. Their income stream includes third-party bookings. We 
are unable to do this sort of thing with our largely elderly volunteer base. In fact, i-Sites are closing in many places 
because travellers are doing their own bookings online. The i-Sites in Christchurch and Akaroa have both closed 
because they are not financially viable. It is only volunteer-based organisations like ours which are providing a 
human-contact service. We are not in competition with any commercial operations (para 4.14). 
 
We are asking that the tax-exemption remains for the ‘local and regional promotion’ sector, or at the very least 
that there should be a threshold beneath which organisations like ours could retain tax-exempt status. Note that it is 
the status which is important, not a single taxable system with a threshold. 
 
In para 1.4 you make the moralistic point that 
Every tax concession has a “cost”, that is, it reduces government revenue and therefore shifts the tax burden to other 
taxpayers. 
 
It might be instructive to consider the tax take related to this change instead. If you remove our benefit, we would pay 
little, if any, income tax. But our operation would be hurt considerably. We might have to reduce our hours of 
operation. This means that would be offering advice on where to go and where to spend money to a smaller number 
of people, which in turn would lower the turnover of local retail operations, and therefore the total amount of tax taken. 
 
This is the precise opposite of what you are claiming to achieve. 

 
 
Ken Maynard 
Chair, Lyttelton Information and Resource Centre Trust 

 
23 March 2025. 
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24th March 2025 

David Carrigan 
Deputy Commissioner, Policy 
Inland Revenue 
C/- policy.webmaster@ird.govt.nz  
 
Feedback on the taxation and the not-for-profit sector officials’ issues paper 
 
Dear Mr Carrigan, 
 
Thank you for providing the opportunity to provide feedback on the proposals for 
changes to the taxation of not-for-profit and charitable entities. 
 
Rolleston Rugby Football Club Inc. has been a cornerstone of our local community 
for 20 years, delivering not only rugby but also social and community development. 
Our mission extends beyond the rugby field. We enrich lives, promote well-being, 
and drive positive societal change. 
 
While the “Q and As” published by IRD mention that it is not expected that bodies 
promoting amateur games and sport will be affected by the proposals we would still 
like to take the opportunity to make a submission that this income tax exemption 
should remain as is. 
 
The Economic and Social Value of Grassroots Rugby Clubs 
 
Rugby is not just a sport in New Zealand — it is part of our national identity and 
contributes significantly to the economy and society. As one of the more than 470 
grassroots rugby clubs in New Zealand, we play a crucial role in fostering 
community engagement, social connection, and personal development.  
 
Our club, like many others across the country, provides a space where individuals 
of all ages and backgrounds can come together, engage in physical activity, 
contribute to their local community and form lifelong friendships and support 
networks.  
 
Beyond playing rugby, we affiliate with the Rolleston Softball Club providing after 
match facilities, we are affiliated with the Rolleston RSA, marching in ANZAC 
Parades, collecting on Poppy Days and fundraise for the RSA Welfare Scheme and 



Veteran Affairs.  The RSA utilise our Clubrooms monthly at no charge and we 
allocated a small payment each month based on bar sales.  We attend the Selwyn 
District Council run activities where possible, including supporting the Kids Fun Day 
and the Santa Parade.  These activities bring communities together and generate 
economic activity for local businesses throughout the year, not just on game day. 
 
Rugby clubs are also at the forefront of addressing important societal issues in our 
communities. We run Pink Ribbon Breakfasts, we supported a young boy and his 
family who was undergoing Cancer Treatments (Mason) and Gumboot Friday – I am 
Hope for Mental Health. 
 
The Importance of Retaining the Income Tax Exemption for Amateur Sport 
 
The current income tax exemption for bodies promoting amateur games and sport 
ensures that we can remain financially viable. Removing this exemption or 
imposing income tax on our membership fees would: 
 
 significantly reduce the funding available for clubs to provide community 

programs, purchase equipment, maintain facilities, and support player 
development. 

 create an administrative burden for us as a volunteer-run organisation, 
diverting time and resources away from our core activities; and 

 lead to increased costs for participants, which could disproportionately impact 
those from lower-income backgrounds and reduce youth participation in rugby 
especially in the current cost of living crisis. 

 
Preserving the current income tax exemptions is essential for sustaining the 
economic and social benefits they provide. Rolleston Rugby Football Club Inc. 
remains committed to enriching our community, and we urge the Government to 
consider the profound implications that changes to tax exemptions would have on 
grassroots organisations like ours. 
 
Grassroots rugby is a cornerstone of New Zealand’s social and economic fabric, and 
its contribution must be recognised and protected in any tax policy changes. 
 
 
 
Yours sincerely, 
 
Nicky Ruki 
Club President 
Rolleston Rugby Football Club Inc.   
presidentrrfc@gmail.com  



 

 

 
26 March 2025 
 
Taxation and the not-for-profit sector 
C/- David Carrigan 
Deputy Commissioner, Policy 
Inland Revenue Department 
PO Box 2198 
Wellington 6140 
 
By email: policy.webmaster@ird.govt.nz  
 
Dear Sir, 
 
Submission on the IRD’s Proposal to Tax Industry Good Incorporated Societies 
 
Kiwifruit Vine Health Incorporated 
Kiwifruit Vine Health Incorporated (KVHI) is a grower levy funded, pan-industry biosecurity 
organisation dedicated to protecting the New Zealand kiwifruit industry. Kiwifruit is one of New 
Zealand’s leading horticultural crops and an important contributor to the New Zealand economy with 
annual exports worth over $3.2B and steadily increasing.  
 
Maintaining a strong biosecurity system is of the utmost importance to KVHI as biosecurity threats are 
considered one of the most significant risks to our industry. The work KVHI does for its members 
enables them to manage biosecurity risk across the kiwifruit industry and more widely protects New 
Zealand’s environment and way of life. The levies we collect to undertake these activities are not spent 
on any trading or commercial activity or member benefits and KVHI does not own any commercial 
orchards or property.  
 
Our Submission 
KVHI and its members strongly oppose the IRD’s proposal to tax incorporated societies by removing 
the exception that funds provided by members are not taxable. 
 
This long-standing principle acknowledges that incorporated societies operate for the collective 
benefit of their members, not for private gain. The proposed changes will have severe financial and 
operational consequences for KVHI and many others across New Zealand. 
 
KVHI is not a commercial organisation, and we submit that it should not be taxed as one. 
 
Impact of Removing the Member Contribution Exception 
The IRD’s proposal seeks to tax funds received from members, including membership fees, 
subscriptions, and levies. Previously, these contributions have not been considered taxable income 
by the IRD because they are used solely to fund the organisation’s activities for its members and the 
wider benefit of the community. 
 
If this exemption is removed: 

• Membership fees levies would become taxable, reducing the funds available for KVHI’s core 
activities. 

mailto:policy.webmaster@ird.govt.nz


• KVHI would need to either increase levies or reduce our services to offset the tax liability. 
 
Increased Financial and Administrative Burden 
The proposed taxation changes would impose new compliance costs and financial burdens on KVHI.  
Additional tax obligations would: 

• Require KVHI to allocate funds towards tax compliance rather than member services. 
• Increase administrative complexity. 

 
Alternative Solutions 
Rather than removing this exception, we urge the government to consider: 

• Retaining the tax exemption for membership contributions, recognising their essential role 
in sustaining non-profit societies. 

• Exempting Industry Good Organisations such as KVHI. 
• Introducing thresholds to exempt small to medium-sized societies with no commercial 

operations from unnecessary tax burdens. 
• Strengthening oversight of large organisations with commercial activities, rather than 

penalising all incorporated societies. 
 
Conclusion 
We urge the government to reconsider this proposal, as it would have devastating effects on the 
not-for-profit sector. Incorporated societies contribute significantly to New Zealand’s social fabric, 
and taxing member contributions undermines their ability to operate effectively. 
 
We appreciate the opportunity to submit our concerns and would welcome further discussion on 
this matter. 
 
Yours sincerely, 
 

 
Leanne Stewart  
KVHI Chief Executive 
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Submission on the Taxation of Charities in New Zealand 

Sport Bay of Plenty submission to the Inland Revenue Department 

Date: 26th March 2025 
 

 

Introduction: The Role of Regional Sports Trusts and the Impact of Proposed Tax 
Changes 
Regional Sports Trusts (RSTs) like Sport Bay of Plenty are charitable, not-for-profit organisations dedicated to 
increasing sport, physical activity and improving community wellbeing across New Zealand. There are 18 RSTs 
nationwide, each serving a designated geographic region and working alongside government agencies, iwi, 
community organisations, and sporting bodies to promote sport and recreation for all. 

RSTs like Sport Bay of plenty play a crucial role in ensuring equitable access to physical activity, particularly in 
underserved communities. Our work includes delivering school and community sports programmes, supporting 
volunteer development, running equity-focused initiatives, and promoting health and wellbeing through movement. 

To sustain these services, we rely on a mix of revenue sources, including central and local government funding, 
Health funding, grants from trusts like BayTrust and philanthropic grants.  

The proposed taxation changes would have several unintended consequences for Sport Bay of Plenty, including: 

 Reduced ability to reinvest in charitable services because taxation would divert funds away from 
community programmes. 

 Increased administrative complexity due to the need to artificially allocate shared overheads (e.g., staff 
time, office costs) between taxable and non-taxable activities. 

 Penalising prudent financial management, we have built reserves over a long period of time to ensure 
financial sustainability would still face tax liabilities even if income is eventually used for charitable 
purposes. 

 Additional staff remuneration costs due to potential changes to Fringe Benefit Tax (FBT). Sport Bay of 
Plenty, like many RSTs rely on non-salary benefits, such as the private use of RST motor vehicles, to help 
match remuneration levels in other sectors. If these benefits are taxed, we would either need to pay the 
FBT or increase salaries to remain competitive and retain staff, further straining budgets and limiting 
service delivery. 

 

 

 



 

  
 

 

 

These changes also threaten to impose cost and complexity on clubs and other charities within the sport and 
recreation sector in New Zealand, undermining the goal of all RSTs of increasing sport and physical activity, as clubs 
earn a significant portion of their revenues (29% or $272m in 2022) (NZIER, 2023)1 from business type activities such  

as operating a bar or hiring facilities. These clubs already normally operate on very tight budgets with limited 
reserves so any reduction in the funds available to them will reduce their activities. 

For these reasons, we strongly oppose the proposals in this consultation that would remove tax exemptions for 
business income earned by charities and increase FBT liabilities for organisations like RSTs. 

Set out below are our specific responses to questions 1 to 6 and question 13 contained within the Inland Revenue 
Department’s Officials’ Issues Paper “Taxation and the not-for-profit sector” issued on 24 February 2025. 

1 NZIER. 2023. An analysis of the funding of the play, active recreation and sport sector in New Zealand. A report for Sport New Zealand. 

 

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 strongly oppose taxing charity business income because of the negative practical implications of the change.  

Reasons Not to Tax Charity Business Income: 

 Taxation will directly reduce the funding of charitable activities – Sport Bay of Plenty and all other RSTs 
reinvest all revenue into community programmes. Any taxation paid, either on the profits of business 
activities or FBT will act as a direct reduction in the funding and therefore result in a reduction in the 
societal wellbeing outcomes we achieve.  

 Taxation will introduce excessive compliance burden and cost – Sport Bay of Plenty and all RST activities 
are delivered within the same legal structure, making taxation distinctions between "related" and 
"unrelated" business activities artificial and impractical. Overhead costs, such as executive administrative 
salaries, rentals and other administrative expenses incurred as a whole will have to be allocated between 
taxable and non-taxable activity to arrive at the tax liability for the taxable business activity. This will 
increase compliance costs, audit costs and likely require external taxation consultancy support, further 
increasing the cost burden and reducing the funds that we can provide to their charitable activities. 

 Impact on the broader sport and recreation sector – Sport and recreation clubs play a vital role in 
increasing the physical activity and therefore wellbeing of New Zealanders. We note that Inland Revenue 
state in their question and answers document accompanying the consultation paper that they do not 
expect bodies promoting amateur sport and games to be affected by these changes unless they are 
registered as charities (although we do not have information on the number of clubs that would be 
affected). The concerns outlined above therefore also have the potential to impact sport and recreation 
clubs. The NZIER study referenced above found that sports clubs in total earn approximately 30% of their 
revenues from activities that could be deemed business activities and usually carry out their activities 
within a single legal structure. Any impact on sport and recreation clubs would therefore cause them to 
reduce their activities and undermining the goals of RSTs like Sport Bay of Plenty to improve sport and 
physical activity.  

 
 



 

  
 

 

 

The concerns outlined in Sections 2.13 and 2.14 of the consultation paper fail to acknowledge the fundamental 
differences between charities and for-profit businesses. While some charities may generate income through 
business-like activities, their core purpose is reinvesting in social good—not wealth accumulation or shareholder 
returns. 

 

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? 

We have identified the practical implications of removing the tax exemption in answering question 1 above. 

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? 

This is a critical issue for the RSTs. While we oppose the removal of tax exemptions, if the tax exemption was 
removed any definition of unrelated income must: 

 Recognise the interconnected nature of charitable activities – Many revenue-generating activities directly 
support charitable work, even if they appear unrelated at first glance. For example, it may be simple to 
demonstrate that operating a recreational facility is closely related to the charitable purpose of RSTs in 
increasing sport and physical activity and therefore any income derived should be exempt. However, if 
revenue is earned by that facility renting rooms to community groups for meetings or to families for 
birthday parties, it becomes much more difficult to determine if that revenue is related to the charitable 
activities of the RST. Similarly, it will be of a question of judgement as to whether operating a shared service 
for the provision of accounting and other back-office services to organisations in the sport and recreation 
sector is related to the charitable purpose of the RSTs to increasing sport and physical activity.   

 Be administratively practical –Complex definitions of "unrelated" income would create disproportionate 
compliance costs through necessitating use of professional advisors and possibly structural change to 
ensure RSTs like Sport Bay of Plenty comply with the taxation legislation. This is in addition to the 
complexities identified above in practically allocating revenue and expenditure in line with any definition 
that result from RSTs having a single legal structure.  

 

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? 

Income from business activities varies significantly across the 18 RSTs from $10k to $2.5m and less than 1% to 38% 
of total revenues. Any threshold amount therefore potentially results in different RSTs being treated differently 
depending on how they are funded, regardless of the fact that their charitable activities are the same. This in turn 
will lead to the charitable activities being funded in some regions of New Zealand being reduced simply because of 
how the RST earns its revenue, which would be inequitable. 

 

 



 

  
 

 

 

We do however acknowledge there are some advantages to the RSTs to the legislation having a de minimis level of 
unrelated income if it is set sufficiently high, either in a dollar or percentage amount, to exempt a significant 
proportion of sport and recreation clubs that would otherwise be taxed on their unrelated income.    

 
 

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? 

Sport Bay of Plenty agree with this approach but it remains problematic. 

 It penalises responsible financial management – As an RST that has built financial reserves to ensure long-
term sustainability, we would be subject to tax on the amount we retain. This is at odds with a need to 
ensure the financial sustainability of the charitable trust.  

 It does not account for the realities of cash flow management – Sport Bay of Plenty at times earns funds in 
one year to fund activities in future years or have a mismatch between their timings of earning funds and 
distributing funds. This will require us to pay tax in one year before claiming it back in a future year. It is 
also not clear from the consultation paper whether taxation credits could be carried forward to future years 
in years where RSTs distribute more than they earn. 

 It still imposes compliance burdens – Allowing a deduction for business income distributed for charitable 
purposes will still require RSTs like Sport Bay of Plenty to incur additional compliance burden and cost as 
outlined above. 

The consultation paper suggests that Inland Revenue believe that charities are incentivised to have larger retained 
earnings as a result of the non-taxation of their business income currently (paragraph 2.13). A review of the financial 
statements of the RSTs and sport and recreation clubs would reveal that not to be the case. Often these 
organisations have reserves of less than six month’s operating expenses as they constantly struggle for funding and 
what funding they get is used up in providing their charitable activities. This leaves them with insufficient reserves to 
withstand unexpected shocks as was evidenced by the impact of Cyclone Gabrielle and the Auckland floods of 2023, 
which left many sport and recreation clubs struggling to repair and rebuild facilities or cope with the consequent loss 
of income. Taxation of undistributed income will exacerbate this situation and the financial fragility of these 
organisations. 

 

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? 

We have set out above the policy issues that we believe need to be considered if the tax exemption for unrelated 
business income is removed from charities. We ask that policy settings recognise these issues and if this tax 
exemption is removed, legislation incorporates measures that;  

 

 



 

  
 

 

 

 Reduce the compliance and administrative burden – The law should address how this burden is reduced 
for organisations such as Sport Bay of Plenty that cannot easily separate the revenue from taxable and non-
taxable activities and the costs incurred in producing this revenue as they operate under a single legal and 
operational structure.  

 Flexibility for financial reserves – Charities should not be forced to spend income immediately to avoid 
taxation as this will undermine their financial sustainability and does not recognise the nature of how 
income is received and charitable activities funded.  

 Provide certainty on what is defined as unrelated business income – The definition of what is unrelated 
business income is critical to the impact that any law change removing the tax exemption has on RSTs. This 
must be sufficiently well defined to avoid uncertainty but recognise that activities may generate both 
related and unrelated business income that is not easily separated. 

 

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? 

Removing or reducing the FBT exemptions for charities will have a detrimental effect on Sport Bay of Plenty and all 
RSTs and directly reduce the funds they devote to their charitable activities. Sport Bay of Plenty runs a large fleet of 
vehicles as our activities require staff in the community delivering charitable activities. A recent survey of RSTs by 
the RST National Network showed that across the 18 RSTs, there are currently approximately 300 vehicles in the 
collective fleet. Salaries within the RSTs tend to be less that those paid for equivalent roles within the private sector. 
RSTs make use of the provision of their vehicles to their employees for private use as a means of better matching 
private sector salaries. Therefore, any removal or reduction of the FBT exemption for charities will have the 
following impacts on RSTs: 

 Increased costs – Given the size of the collective fleet, the cost of FBT to the RSTs is likely to be around 
$900k per annum.  In addition, the RSTs will incur compliance costs that they do not currently incur as they 
will need to start providing FBT returns. 

 Diversion of funds from community programmes – If RSTs choose to continue to provide vehicles for 
private use, the cost of the FBT will need to be covered by reducing the funds available for their charitable 
activities.  

 Increased difficulty to retain staff – If the RSTs choose to remove the provision of vehicles for private use 
as part of their employment contracts it will be more difficult to retain staff given the salary differential that 
exists with the private sector. In any event, for existing staff, the provision of vehicles for private use will 
have to be “bought out” from their contracts or implemented as these employees leave the employment of 
the RSTs, meaning the RSTs continue to incur additional cost.  

The rationale for removing/reducing FBT exemption for charities appears to be predicated on the fact that it is 
leading to a distortion of the labour market that charities can use to gain some sort of competitive advantage over 
their private sector competitors as they incur lower staff costs. In the case of RSTs this argument does not hold for 
the simple fact that the RSTs do not have private sector competitors in general. 

 
 
 
 
 
 
 



 

  
 

 

Conclusion 

The proposed changes to charity taxation would undermine the financial stability of RSTs like Sport Bay of Plenty, 
increase administrative burdens, and reduce funding available for community programmes. We strongly urge the 
IRD to retain current exemptions so RSTs, and other charities, can continue delivering valuable services to improve 
the wellbeing of New Zealanders. 
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Taxing churches is criminal.  
Churches run a lot of free programs for those who can't afford to pa 
They've got these services: 
Food banks 
Councilling  
Budgeting  
Free lunches provided by the church 
Prisoners help with relocation, Budgeting, Councilling, family help. 
They provide clothing, shoes, furniture to the needy. 
Help with homelessness  
Councilling for anti-bullying in schools 
Helps with medical needs like getting people to appointments  
Helps with paying bills like power etc when needed. 
With the government taxing churches this will severely impact all the people churches are helping 
with all the above mentioned. 
This will put all these services into the government as they will have to pick them up.  
It will also put tax up for everyone and every family will suffer and gave to go without just to pay these 
unnecessary tax hike.  
Families can't afford this. 
It will put too much pressure onto Families and cause stress, health problems, make Families split 
up, morse suicides.  
I can think of so much more negative effects on everyone. 
So my message to the government and IRD DON'T TAX CHURCHES. They give freely and you take take 
rake on purpose.  
I put my name to this so if you want to talk with me, I invite it. 
Rosemary Garaway  
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Project Tongariro Submission 

Taxation and the Not-For-Profit Sector 
 

Tena koe, 

Project Tongariro makes the following submission on your proposals. We 

are happy to be contacted or have our submission shared. 

Who we are 

Project Tongariro is an Incorporated Society and a Charity established 40 
years ago as a living legacy to honour four rangers and staff in Tongariro 
National Park who lost their lives in helicopter accident. 

We are dedicated to conservation, restoration and environmental 
education, working to preserve, protect and restore the mauri of 
Tongariro National Park and surrounding environments in the Central 
North Island. 

We have seven staff employed between 20-40 hours per week and over 
500 members and many more supporters. In the last financial year we 
raised and spent over $850,000 on conservation work and our volunteers 
contributed 48,333 hours of their time - equivalent to the workload of 23 
full-time DOC rangers! 

Our income is derived from donations, grants, partnerships and secondly 
minor activities like bbq’s, selling predator traps and books that we have 
published. These activities are all being supported by volunteers. It is very 
arbitrary to define tradeable income for charities! Even donations are 
usually made with a very clear expectation as to where the $ should be 
spent. 

Without our staff to lead and support our volunteers we would not be 
successful. They are critical to gaining funding, reporting and coordinating 
all our activities. 

Charities in New Zealand 

Charities (Not-for- profit sector)  make an outstanding contribution to the 
fabric of life in New Zealand. The Government alone cannot achieve these 
types of outcomes. In the current financial climate New Zealand would be 
in dire straits without the efforts of these organisations. 

Any decision about taxing this sector should take a ‘whole of government’ 
approach. It is totally wrong to introduce tax changes to raise revenue 

 

 



 

without a full understanding of the role and outcomes of the sector? 
Understanding the difficulties the sector faces as Government 
contributions to their work continues to decline. 

We suggest any taxation changes will be ‘a double edged sword’ for the Government 
and its people! It appears to us the review is aimed at taxing a small number of 
‘doubtful charities’ or rather ‘blind’ revenue generation without consideration of 
implications. How implementation will impact the very quality of life in New Zealand! 

We believe IRD should be focussing on encouraging increased donations and other 
support for charities rather than penalising donors or charities? 

Accumulation 

Project Tongariro is very concerned at suggestions that charities should be penalised 
for accumulating surpluses. Building surpluses from income like legacy funding is a key 
way (the only significant way) of ensuring financial sustainability for organisations like 
ours! And we point out that grants may be for projects that take 2-5 years to expend. 

Competitive Advantage 

We have no competitors except for other not-for-profits seeking funding. We achieve 
conservation outcomes that DOC cannot achieve (usually through inadequate funding). 
We supplement DOC funding and often support them through volunteer contributions. 

IRD Specific Questions 

Our answers here are limited because of their technical nature. 

Q1. Genuine Charities should not be taxed! They exist for community good. These 
organisations must not be caught up simply with a desire to increase tax revenue! 

Q2. As stated above under CHARITIES definitions of tradeable income tend to be 
misleading. We suggest very little charity income is discretionary as to how it is spent? 
The exceptions are minor fundraising activities by members e.g. an untargeted bbq or 
charity auction. It would be petty and discouraging to tax these sorts of activities. If 
exemptions are to be put in place, the exemption level needs to be realistic. 

Q3. As suggested in answer to Q2 above - not much income is discretionary. For e.g. 
even an activity like a bbq more often than not is directed at funding a specific project. 

Q4. Any threshold should be realistic and not petty. Please do not increase compliance 
costs for an ‘overworked’ sector? Maybe a threshold of 80-100k 

Q5. We are not qualified to comment. 
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Q6. No comment. 

Q7. No comment. 

Q8. No comment. 

Q9. No comment. 

Q10 & Q11. A mere $1k threshold is ridiculously small. As pointed out in 
ACCUMULATION above Charities need to find ways to accumulate profit e.g. legacies or 
rare untagged donations to work towards financial sustainability! Grants are often for 
multi years. 

NB We are not qualified to comment on ‘ friendly societies and credit unions’. 

Q12. Unfamiliar with the organisations referred to. 

Q13. Removing Fringe Benefit Tax exemptions would have a huge impact for the sector. 
Firstly they are not the sort of costs that could be included in funding applications 
(grants). If an organisation owns a vehicle it would rarely have any type of workplace to 
safely leave a vehicle. The employee or volunteer's home is often the only ‘workplace‘ 
available. Our vehicles are definitely not available for private use! 

Q14. The Schedular tax is a compliance problem for volunteers and ‘not for profits’. Any 
set threshold limit needs to be realistic - say $20k. We know of no honorarium 
payments that are not ‘token‘ only. We used to fund an honorarium for our Manager 
(when we couldn't afford to pay one) and the person funded their own office expenses, 
vehicle running as well as contributing up to 30 hours a week in time. 

Q15. Donations are something that the Government (through IRD) should be 
encouraging - not discouraging!  In the 1970’s subsidies used to be actually paid for 
donations and this was very effective in helping raise funds for important community 
projects offered by not-for-profits or even Government departments. 

 

Paul Green​
Project Tongariro President​
26 March 2025 
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26 March 2025 

David Carrigan 
Deputy Commissioner, Policy 
Inland Revenue 
C/- policy.webmaster@ird.govt.nz 

Feedback on the taxation and the not-for-profit sector officials’ issues paper 

Dear Sir 

Thank you for providing the opportunity to give feedback on the proposals for 
changes to the taxation of not-for-profit and charitable entities. 

Sydenham Rugby Club, established in 1882, has been a cornerstone of our local 
Christchurch community for over 140 years, delivering not only rugby but also social 
and community development. Our mission extends beyond the rugby field. We enrich 
lives, promote wellbeing, and drive positive societal change. It is therefore vital that 
the grassroots of our sport are in good heart and that we aim to achieve the highest 
interaction and performance levels for our sport. 

While the “Q and As” published by IRD state that bodies promoting amateur games 
and sport won’t be affected by the proposals, we feel this is inaccurate, and we 
would like to take the opportunity to make a submission that this income tax 
exemption should remain as is. 

The economic and social value of grassroots rugby clubs 

Rugby is not just a sport in New Zealand — it is part of our national identity and 
contributes significantly to the economy and society. As one of the more than  
470 grassroots rugby clubs in New Zealand, we play a crucial role in fostering 
community engagement, social connection and personal development.  

Rugby clubs are at the forefront of addressing important societal issues in our 
communities. Our members are from multiple ethnicities and range in age from  
5 to 70. We are a very diverse club due to the socioeconomic mix within our very 
large catchment area. 
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