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Taxation and the not-for-profit 
sector 

Submission by World Vision New Zealand 

31 March 2025 

Introduction 
 
• World Vision of New Zealand Trust Board (WVNZ) is a registered charitable trust. We are a part 

of the World Vision International Partnership.  

• WVNZ is an international Christian emergency relief, community development and advocacy 
organisation dedicated to working with children, families and communities to overcome poverty 
and injustice. We have programmes operating in nearly 100 countries around the world. 

• As the largest international non-governmental organisation (INGO) in New Zealand, WVNZ 
appreciates the opportunity to provide feedback on the Issues Paper on “Taxation and the not-for-
profit sector” (the Paper). 

• Charities play an important role in delivering public benefit. WVNZ delivers public benefit both 
locally and globally — not only through the direct impact of our programmes, but also by mobilising 
the goodwill and generosity of New Zealanders. This model of private giving for public good 
reduces the burden on government while increasing community engagement and resilience. 

• WVNZ acknowledges Inland Revenue’s intent to maintain the integrity and effectiveness of the tax 
system. However, the proposals outlined in the Issues Paper could unintentionally compromise the 
operational and financial sustainability of the charitable sector. We therefore recommend that the 
proposals in this issues paper not proceed. 

 

Summary of recommendations  

WVNZ makes the following recommendations in response to the proposals outlined in the Officials’ 
Issues Paper on “Taxation and the Not-for-Profit Sector”: 

• Retain the current tax exemption for charitable business income. 

o Introducing tax on “unrelated” business income would create unnecessary complexity, 
increase compliance costs, and divert essential resources away from charitable work. 

o International experience shows that distinguishing between “related” and “unrelated” 
income is difficult in practice and yields little fiscal benefit. 

• Do not proceed with proposals to introduce a category of “donor-controlled charities.” 

o Instead, apply targeted anti-avoidance measures to address any identified risks. 

 



                                                                                                                                

 

   

 

 

o Broad regulations risk capturing legitimate philanthropic structures and could undermine  

funding partnerships essential to WVNZ and other charities. 

• Avoid broad investment restrictions or mandatory minimum distribution rules. 

o Charities should retain flexibility to invest sustainably and allocate resources over time 
to maximise long-term impact, particularly in humanitarian and development contexts. 

o Conduct comprehensive impact assessments before altering existing tax exemptions. 

o Many small and medium-sized charities cannot manage increased compliance burdens. 
Maintaining simplicity supports greater participation and public benefit. 

• Retain the Fringe Benefit Tax (FBT) exemption for charities. 

o The exemption supports recruitment and retention by allowing charities to offer modest, 
essential benefits in a competitive labour market. 

• Support simplification of the Donation Tax Credit (DTC) process. 

o Improvements should prioritise accessibility and awareness. Real-time receipt 
requirements would disproportionately impact smaller charities and regular monthly 
donors. 

o Engage meaningfully with the charitable sector before implementing reforms. 

• Sustainable and effective tax policy should be developed in partnership with the sector through 
genuine consultation and co-design. 

 

Chapter 2: Charity Business Income Tax Exemption – Questions 1 to 6.  

• WVNZ strongly recommends that the current broad tax exemption for charity business income is 
retained. Tax exemptions for charities are not concessions but acknowledgements of the public 
good they provide; far from being an international outlier, New Zealand leads in enabling charitable 
work, and concerns about profit accumulation or taxpayer burden overlook both the structural 
funding challenges charities face and the significant positive benefits they deliver. 

• Many charities, including WVNZ, rely on a mix of fundraising activities to support their charitable 
work. This fundraising mix is vital in funding the work that we do, especially when donor funding 
does not fully cover operation costs or cannot be used for operational costs. This fundraising 
contributes to charities being able to operate with financial self-sustainability.  

• The proposed introduction of an “unrelated business income tax” would create unnecessary 
complexity and ambiguity. Taxing such income from unrelated business activities could divert 
critical resources away from charitable activities, impose a disproportionate administrative burden 
on a sector already facing rising costs and declining revenue, and erode our ability to deliver 
impact for vulnerable communities.  

• While relief mechanisms—such as deductions for income reinvested into charitable programmes 
have been suggested, they would introduce new layers of bureaucracy with little fiscal benefit to 
the Government. 

• WVNZ perceives that the benefit of any tax revenue to be gained by removing the tax exemption 
will be outweighed by the negative impact on the sector if charities are unable to deliver on their 
charitable purposes due to increased administrative and financial constraints. In our view, the 
current exemption should remain.  

 



                                                                                                                                

 

   

 

 

Chapter 3: Donor-controlled charities – Questions 7 to 9. 

• WVNZ is not a donor-controlled charity, being governed by an independent voluntary board. 
However, we partner with many such organisations, and the proposed changes could significantly 
affect their ability to fund WVNZ and other similar charities. This would ultimately result in less 
money for the children we support through our programmes. 

• The concept of “donor-controlled charities” is problematic for tax purposes and risks capturing 

legitimate philanthropic structures, undermining charitable giving and penalising responsible 

donors who seek to structure giving for long-term impact. Instead, Inland Revenue should focus on 

identifying specific tax risks within these organisations and address them directly, rather than 

applying broad criteria. 

• Regarding investment restrictions, while preventing non-arm’s length transactions is important, 
broad investment restrictions could hinder legitimate investments that sustain charitable work. 
Charities are already required to provide audited financial statements on the Charities Register, 
ensuring transparency and accountability. Rather than applying broad-based investment 
constraints, Inland Revenue should focus on targeted enforcement against proven abuse, ensuring 
that charity investments are made in good faith and in support of long-term charitable goals. 

• Regarding the minimum distribution rule, mandatory distribution rules may unintentionally force 
inefficient or premature expenditure, reducing flexibility and limiting charities’ ability to fund long-
term initiatives, especially in humanitarian and development contexts where flexibility is vital. 
Inland Revenue should focus on assessing whether specific accumulation practices pose tax risks 
and address them on a case-by-case basis. 

• Overall, while WVNZ supports measures to prevent tax avoidance, WVNZ considers that broad 
regulations could negatively affect legitimate donor-charity relationships. Clear guidelines and 
targeted rules would address concerns around tax avoidance and abuse without imposing 
unnecessary restrictions on genuine philanthropic endeavours. 

 

Chapter 4: Integrity and Simplification 

Questions 10 to 12 

• WVNZ supports the objective of integrity and simplification but recommends that comprehensive 
impact assessments be conducted before any specific tax exemptions are altered. Additional rules 
and complexity will disproportionately affect small and medium-sized charities, many of which lack 
the administrative capacity to navigate tax compliance systems. The strength of the current 
framework lies in its simplicity and accessibility. 

• WVNZ considers that changes to existing exemptions could disrupt the operations of 
organisations serving niche but vital roles. Thorough assessments will ensure that any 
modifications do not negatively impact the not-for-profit sector’s ability to contribute to societal 
wellbeing. The questions posed in the Paper and the tight timeframe for response do not allow for 
Inland Revenue to conduct a comprehensive assessment of the impact of proposed changes on the 
wide and varied not-for-profit sector. WVNZ is concerned that those not-for-profits most 
affected by these proposals may lack the capacity to respond within the tight consultation 
timeframe, leading to underrepresentation of key perspectives. 

 

 

 



                                                                                                                                

 

   

 

 

Question 13 

• WVNZ recommends that the FBT exemption for charities is retained. 

• The FBT exemption allows charities to provide modest, essential staff benefits—such as health 
insurance—without incurring tax liabilities that would otherwise reduce funding for mission-critical 
activities. Its removal would disadvantage a sector already competing for talent under resource 
constraints. 

Questions 14 and 15 

• WVNZ recommends Inland Revenue collaborates and meaningfully engages with the not-for-profit 
sector to co-design simplification measures that are practical, flexible, and suited to organisations 
of all sizes. 

• While we support efforts to make tax obligations easier for donors and volunteers, the short 
timeframe for submissions—coinciding with many organisations’ financial year-end—limits 
meaningful sector input. As a result, responses may not fully reflect the views of smaller or under-
resourced charities most affected by these changes. 

• Requiring real-time receipts for donation tax credits could add unnecessary complexity and cost, 
especially for monthly donations or charities with limited administrative capacity. A better 
approach would be to focus on raising public awareness and improving digital access to the 
scheme. 

Conclusion 

While WVNZ understands the need for regular reviews of tax policies to ensure their effectiveness, we 
urge Inland Revenue to consider the unique nature of the not-for-profit sector. Any changes should aim 
to support and not hinder the valuable contributions not-for-profit entities make to society. We echo 
the concerns raised by other international development and humanitarian organisations in the sector 
who likewise view the proposed changes as a barrier to charitable work at a time when the sector faces 
growing service demand, declining revenue, and rising operating costs. We urge Inland Revenue to 
maintain a collaborative, evidence-based approach that supports—not hinders—the contribution of 
charities to New Zealand society. 

 

If you have any questions or would like to discuss WVNZ’s submission in more detail, please contact us. 

 

Yours sincerely, 

 

Grant Bayldon 

National Director 
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27 March 2025 

 Sent via email  
policy.webmaster@ird.govt.nz 
 
Taxation and Not-For-Profit sector 2025 submission  

Thank you for the opportunity to provide a submission on the proposal to change the 
business income tax exemption for the not-for-profit sector. 

Paraloan 

The New Zealand Paraplegic and Physically Disabled Foundation, known as Paraloan. 
was formed back in 1973 is to improve the lives of physically disabled people in New 
Zealand.  The charity is governed by six trustees.  

According to the latest census, one in six (17%) of people identify as disabled. 

Many physically disabled people have difficulty in accessing bank lending. One way 
Paraloan achieves its purpose is by providing low-interest loans to these people.   

In 2023, we undertook a survey to ascertain a better understanding of what financial 
barriers are faced day-to-day by disabled people. This survey was sent widely across 
New Zealand with nearly 500 viewing the survey and nearly 200 responses. Over half of 
those who responded acquired their physical impairment during their life through 
accident or illness, and it made a major impact on their future. Unsurprisingly, a third of 
respondents reply on Government funded income, be it a benefit or ACC but this is 
insufficient to cover many of the additional costs incurred through disability.  

Respondents were asked to rate the approachability of Government agencies, banks 
and non-Government organisations. It was a sad indictment on these organisations 
that these disabled people feel they are not welcomed by these agencies. Their 
financial sustainability reflected the approachability scores that were low. 

 

Increased Costs to taxpayers 

Not-for-profits and charities (NFPs) contribute significantly to New Zealand’s economy 
and the accumulation of physical and financial capital. NFPs are doing a public good 
which no other agency can afford to do. They exist because there is a gap in the market 
that the Government does not fill and relies on NFPs to provide for the needs of the 
community, many of which are marginalised people in our society.   

mailto:paraloan@xtra.co.nz
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• The overall impact would be an increased reliance on government funding 
or donations to continue providing these essential services. 

This case illustrates how taxation on unrelated business income could significantly hinder the 
ability of charities to operate sustainable social enterprises that directly benefit vulnerable 
communities. 

Case Study: Sustainability Trust’s Resource Recovery Centre 

Sustainability Trust recently launched a resource recovery centre in central Wellington, where we 
repair and resell donated electronic equipment, preventing waste and extending product life. 
Much of this work is carried out by volunteers. 

While any profits will support our repair and recycling education programmes, the business is not 
yet profitable. If taxed as an unrelated business, would the funds we invested in establishing it be 
deductible against future tax liabilities? 

The consultation paper is unclear on what constitutes related versus unrelated business income. 
Constantly proving compliance would be a significant burden, particularly for smaller charities 
without the time or expertise to manage complex tax requirements. This uncertainty adds 
unnecessary administrative pressure and financial risk to socially and environmentally beneficial 
enterprises. 

Responses to selected Consultation Questions: 

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

• Taxing charity business income discourages innovation and sustainable income 
generation. 

• It will increase compliance costs while not actually increasing revenue significantly. 

• It perpetuates an outdated view that charities should only rely on donations, this view is 
based on a misguided understanding of the breadth and diversity of New Zealand’s 
charitable sector and a lack of understanding of how difficult it is to raise funds through 
donations, particularly in the current economic environment. 

• If business income is taxed, we are concerned about possible further changes, such as 
taxing passive income from unrelated investment funds?   

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? 

• Defining what is “unrelated” would be extremely challenging. We are concerned that a 
definition for “unrelated” would be arrived at without proper consultation of those 
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affected.  The burden on charities to the prove how the business was 
related would be onerous and time consuming. 

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? 

• We reject the concept of “unrelated business”.  If a hospice runs a second hand clothing 
shop for income to support the hospice, IRD may deem that is “unrelated”.  The question 
for us is why the government would be interested in taxing a charity that is doing good in 
the community, regardless of the nature of the business they are running to do that 
“good”.  If all the profits from that business venture is going into a not for profit activity 
that serves a board public good, we don’t see why it should be taxed. 

Recommendations 

1. Conduct a full cost-benefit analysis of the proposed changes, including compliance costs 
for charities and the potential financial impact on government-funded services. 

2. Ensure that any reforms do not create unnecessary complexity in the tax system. 

3. Adopt a targeted approach to address cases of abuse under the Charities Act rather than 
imposing broad taxation changes that affect the entire sector. 

4. Recognize and support the role of charity-owned businesses in ensuring financial 
sustainability for charitable work. 

5. Engage in further consultation with the charitable sector to develop policy settings that 
support both financial sustainability and transparency. 

We appreciate the opportunity to provide feedback on this important issue and urge the 
government to reconsider an approach that could undermine the ability of charities to meet vital 
community needs. 

Yours sincerely, 

 

Georgie Ferrari 
CEO 
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Kia Ora Government Leaders and MP’s     27 March 2025 

Submission – Taxation and the Not-for-Profit Sector 

My name is Captain  Jocelyn Smith, and work alongside my husband as The Salvation Army 
Officers (Ministers) in Oamaru, and as the director for Community Ministries for the Waitaki 
district – primarily working in Oamaru. We have been here for just over 2 years now, but I have 
worked for the Salvation Army in various roles, across the South island over the last 40 years.  

I’m writing to share my concerns on the proposed tax changes affecting charities and not-for-
profits organisations, Churches and Agencies, which if they go ahead with the full impacts 
suggested – will significantly impact on the work we do in community through The Salvation 
Army. 

At our Salvation Army centre in Oamaru, we daily work and walk alongside people going through 
really tough times - whether that’s needing food, help with bills, finding housing, or just 
someone to talk to. Most of this work is supported by the income we receive through our Family 
Store sales - largely operated by volunteers;  and through community and local fundraising. Our 
Community Ministries – Food bank - operates 4 days a week, and in the past 6 months we have 
issued in excess of 365 food parcels, and given out further kai support through our kai pantry 
which does not gather stats on people it impacts or assists. Additionally we have helped people 
with furniture, bedding, clothing, and other practical supports in their time of challenge or 
crisis.   

As a small centre in a rural town, we are not Government funded in our food or welfare 
assistance, and the fact is that our community support of whanau and individuals is only 
possible because of the resources we have through Salvation Army generated funding — 
including the money our Family Store generates, and generous donations we receive from the 
public. 

If the Government starts taxing this income or making the admin more difficult, it will take away 
time, money, and energy from the people who need it and us.  We already work with limited 
resources — we simply can’t afford to spend more of it on red tape. We have a few part time 
staff that run out Community Ministries and whanau support in community, and our funding is 
already stretched. As demand continues to grow, rents continue to sky-rocket, and financial 
and kai sustainability stresses in our community add more and more strain on the well-being of 
families, children and young people; I am pleading with you not to add more pressure to us 
meeting these needs, by adding more layers of tax and red tape.  

The Salvation Army depends on its charitable tax-free status to maximise community ministry 
and care opportunity where the money is clearly being used for good. We’re not here to make 
profit — we’re here to make a difference.  

Today alone; we have assisted a person living rough in a tent beside a river with food and 
bedding following a family breakdown, another man and his children with food assistance as his 
wife has deserted the family suddenly taking the family finances with her, another man has 
relocated to the south from Auckland unable to continue to pay the costs up there, and suffered 
a significant health incident in the process, another young woman and her partner have recently 
lost work and income through the seasonal instability of work, and we have been able to assist 
them with food and some clothing for their young children while they face a stand down period 
with MSD assistance, another family of 6 with both partners working faced food instability when 



their car broke down leaving them unable to travel to work. Urgent repair bills and a lack of 
savings nearly tipped them over the edge. With some time, compassion and the resources of 
The Salvation Army, we were able to offer each of these cases some hope and help through 
compassion and generosity. Compassion and charity are surely values our nation values. 
Please allow us to continue to do so by allowing The Salvation Army, along with the many other 
excellent not-for-profit charities to continue to serve Aotearoa without the added stress and 
strain of an added tax burden. 

I’m happy to share further examples and stories if needed. As I said – the people mentioned in 
this submission are from today or this week in Oamaru. - Representing just a portion of the over 
135,000 kiwis The Salvation Army have helped in Aotearoa in the past 12 months. 

Ngā mihi, 

Jocelyn Smith 
 

Jocelyn Smith (Captain) | Corps Officer | Community Ministries Director 

Oamaru Salvation Army 
255 Thames St, Oamaru 9400  
P: +64 034348413 |Cell:  

  
 
The Salvation Army | New Zealand, Fiji, Tonga & Samoa  
caring for people |transforming lives | reforming society … By God’s Power 
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From: Kristy Morgan 
Sent: Thursday, 27 March 2025 4:34 pm
To: Policy Webmaster
Subject: SUBMISSION Taxation and the not-for-profit sector 

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

  

  

  

Kia ora 
 
I wish to make a submission regarding the above and The Salvation Army. 
 

Removal of tax concessions to charities like The Salvation Army will mean they have less money to support our 
communities.  

  

In real terms this means more people going hungry, more people made homeless, more people struggling with 
addiction, more people under pressure financially, more sick people, more people struggling to re-enter 
society after leaving prison and likely to fall back into old ways etc.   

  

The services The Salvation Army deliver make a positive impact on individual, community and societal well-
being. If The Salvation Army have to reduce their services, this will push the cost onto government, either 
directly, with government needing to fund and deliver the services they can no longer provide and/or 
downstream due to increased costs in health, welfare, justice etc.   

 

I support continuation of tax concessions for charities like The Salvation Army. 

 
 
Kind regards 
 
Kristy Morgan 
BARRISTER 
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Level 1, 18 Allright Place 
Mount Wellington 
Auckland 1060 
 
(09) 302 0644 

 
 
 
The content of this email is confidential and/or legally privileged. If this email is not intended for you, you must not use, read, disseminate or copy it. If 
you have received this email by mistake please permanently delete the original message and any attachments and notify the sender immediately. 
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PO Box 302 145       
North Harbour,       
AUCKLAND, 0751      

 
 
27th March, 2025 
 
Inland Revenue 
By email: 
Policy.webmaster@ird.govt.nz 
 
   Submission on “Taxation and the not-for-profit sector” 
 
To Whom it May Concern, 
 
Aquatics New Zealand is the international body representing the aquatics disciplines 
of Artistic Swimming, Diving, Swimming, Water Polo and Masters, reporting to World 
Aquatics. Collectively these sports represent over 200 clubs/incorporated societies. 
 
Most of these clubs/societies are run by volunteers, already incur considerable compliance 
costs and are under significant financial pressure. 
 
It is of the utmost importance that the current situation whereby amateur sports clubs have 
income tax exemption is retained. 
 
Implementing any form of income tax on them would exacerbate this situation and would be 
a guaranteed way of undermining their viability and, indeed sport in general as it currently 
operates right across New Zealand . 
 
Aquatics New Zealand vehemently opposes any potential introduction of Income tax on its 
member clubs/incorporated societies. 
 
Yours faithfully 

Lindsay Stone 
Aquatics New Zealand Board Member 
CEO Diving New Zealand 
ceo@divingnewzealand.org.nz 
Ph 09 413 9128 
Ph  
 
cc Shirley Hooper 
Chair Aquatics New Zealand 

 
 

 
cc Pam Scheirlinck 
Administrator Aquatics New Zealand 
accounts@nzwaterpolo.org.nz 
Ph 09 953 1428  
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Taxation and the not-for-profit sector  
Mary Potter Hospice Submission 
 

About Mary Potter Hospice  
Vision 

We honour living and dignify dying for all. 

Mission 

Mary Potter Hospice helps people make the most of their final months, weeks and days of life. Our 
specialist teams partner with other community health services to deliver palliative care for patients 
and their whānau with aroha and mana. 

 

Mary Potter Hospice provides specialist palliative care services for people living in Wellington, 
Porirua and Kāpiti. We care for around a third of all people who die in our region each year. We 
provide services to patients, families, whānau and carers in their homes, and at our Inpatient Unit in 
Newtown. We employ around 175 people including doctors, nurses allied health professionals and 
other therapists. We are also supported by around 600 volunteers at any one time. 

We provide specialist palliative care consultation and training to GPs, Aged Residential Care services, 
and medical, nursing and social work students. 

Specialist palliative care has been shown to reduce patient’s use of hospital beds, emergency 
departments and ambulances, with direct savings to government of $1.59 for every dollar spent.1 

 

Mary Potter Hospice’s financial position 
About half the cost of providing this specialist palliative care to our community is funded under 
government contract. Mary Potter Hospice needs to raise around $8 million each year to cover the 
full costs and ensure that we can continue to provide our care to patients and their whānau free of 
charge. 

                                                           
1 MartinJenkins. 2024. Sustainable funding for hospice services: Health and social impacts of specialist hospice 
palliative care and an economic case for investment. Report commissioned by Otago Community Hospice, 
Nelson Tasman Hospice, Hospice Waikato, Tōtara Hospice, and Harbour Hospice. 



Around $3 million of this income comes from our second hand retail operation – 8 shops across our 
region as well as an online presence. Our reading of the consultation document suggests that it is 
possible that these shops would be classified as unrelated and therefore be subject to the usual 
corporate tax rates. 

The rest of our non-government income comes from philanthropic fundraising. 

Taxing ‘unrelated’ business 
Mary Potter Hospice strongly opposes any moves to remove the charitable tax exemption on 
business operations like second hand shops that have become a ubiquitous and hugely critical part 
of the survival of the charitable sector for the following reasons: 

1. Problem of definition 

Assuming that the policy intention is not to tax every commercial activity run by a charity, the 
creation of an equitable and manageable tax regime that separates out ‘related’ from ‘unrelated’ 
will be hugely problematic, inevitable lead to perverse consequences and opportunities for tax 
avoidance. A definition relying on scale (and surely size is not the issue here), on how the profits 
generated are ultimately used by the charity, or whether the business activity itself has some social 
benefit unrelated to the charities registered aims (e.g. second hand shops help relieve poverty and 
improve environmental outcomes) would simply either capture too much or too little of the 
intended targets. 

2. Saving government cost of essential services 

Like hundreds of health related charities across New Zealand, Mary Potter Hospice saves the 
government the cost of delivering essential services – in our case to the tune of $8million each year.  

These savings range from large charities running ambulance services to local community groups 
running small scale and essential community health services. Any taxation change that reduces the 
resources available that charities can apply to their services simply transfers that cost – either back 
onto the government, or onto the community where access to things like ambulance services or 
palliative care would be further eroded. 

If Mary Potter Hospice’s retail income was taxed, the reduction in funds available for providing 
palliative care would inevitably lead to service cuts and closure. As noted above, our services keep 
people out of hospital. If we were unable to do that, or needed to reduce scale, the people we could 
no longer care for would be in public hospitals, further exacerbating the pressure on resources and 
workforce in a health system already struggling to meet demand. 

3. Funding charities is really hard and getting harder. 

The viability of the whole sector is in question. Don’t make it worse! One of the essential 
components of a sustainable charity – especially in a sector where most charities are of a size that 
makes them ‘too big to be small and too small to be big’ is to ensure a diverse range of sources of 
income. Worthy and effective charities fail when a single source of income that makes up a high 
percentage of income fails. This means that resilient and sustainable charities are not just 
incentivised to take creative and wide ranging approaches to generating income, it’s an absolutely 
essential strategy that ensures the multi-billion dollar contribution to New Zealand made by charities 
across health, justice, education, community development, sport, the environment, the arts etc. 



Taxing business operation would erode and in some cases remove a really important tool from our 
survival tool-kit. 

 

We think it’s simple. If a registered charity (no matter what the size) is running a business or quasi-
business operation, and all the profits from that business are being paid to, or used by a parent 
charity, for furthering their charitable objectives – including the legitimate accumulation of funds for 
capital purposes, then those business operations should continue to not have to pay tax. As noted 
above the cost to NZ Inc. of doing otherwise will be far greater than any increase in the tax take. 

If there are charities running businesses and there is some doubt about whether the profits from 
those businesses are not being used for the legitimate and reasonable furtherance of legitimate and 
registered charitable objectives than this is a matter for the Charities Commission and the regulation 
and policing of charity registration standards. 

 

Thank you for this opportunity to make a submission on these matters. 

 

 

Tony Paine 
CE 
Mary Potter Hospice 

27 March 2025 
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Introduction  

The following submission is made on behalf of The Royal New Zealand Society for the Prevention 

of Cruelty to Animals (SPCA). 

SPCA is the preeminent animal welfare and advocacy organisation in New Zealand. The Society 

has been in existence for over 150 years with a supporter base representing more than 100,000 

New Zealanders across the nation. 

The organisation includes 28 Animal Welfare Centres across New Zealand and approximately 60 

inspectors appointed under the Animal Welfare Act 1999. 

The SPCA employs over 800 people and relies on approximately 2,000 volunteers to delivery our 

services. Despite this the organisation still costs approximately $70million per annum to operate 

with only $6.6million in direct government funding so other income streams are extremely 

important to the delivery of our charitable purpose. 

The proposed changes to taxation are likely to decrease our ability to deliver on these services 

either directly through reducing the available funds or indirectly through increased compliance 

costs. This will lead to an increased reliance on government funding to deliver services that are 

mandated in legislation under the Animal Welfare Act 1999. 

SPCA welcomes the opportunity to submit on the consultation Taxation and the not-for-profit 

sector. 
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Submission  

Answers To Specific IRD Questions: 
 
Q1. What are the most compelling reasons to tax, or not to tax, charity business 
income? 
 

 
1.1 Aside from the direct impact on our organisation, the proposed changes appear to be 

based on assumptions that we believe are highly problematic. Only unrelated 
business activities are the focus of this review. 

 
a. What is the policy logic of allowing passive unrelated business income 

e.g. investment in term deposits, shares and bonds etc, but not active 
unrelated business income?  

 
b. What is the policy logic of allowing related business activity to 

charitable purpose but not unrelated?  
 

c. How does one define/demark what is considered “unrelated” to 
charitable purposes?  

 
d. We see this definition and demarcation of what is considered 

“unrelated” to be highly problematic.  It is likely to lead to considerable 
compliance cost for charities and we suspect for the IRD and DIA 
Charities Services.  

 
 

1.2 Competitive advantage argument, despite hearing claims from business of 
competitive advantage of charities we have not seen evidence of predatory pricing 
examples or independent studies showing this and have been unable to find any 
studies that support this claim. 
 

1.3 Charities are held to a much higher level of reporting requirements and public 
transparency which provides a commercial disadvantage compared to any for-profit 
competitors. 
 

1.4 Charities reporting requirements in compliance with legislated reporting standards, 
and often independent audit, depending upon their scale, imposes greater 
compliance costs. 
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1.5 Charities are at a competitive disadvantage due to being restricted in raising finance 
as they cannot share their profits.  
 

1.6 Charities are at a competitive disadvantage in investing in shares as they cannot claim 
the imputation tax credits from tax paid dividends.  
 

1.7 Charities operating businesses cannot offset losses against future year profits as for-
profit businesses can.  

 
1.8 If there is concern about the behaviour of specific charities actions, mechanisms 

already exist to address these through the Charites Service and the Charities Act. It 
would be better to increase the enforcement powers of the Charities Service and deal 
with any organisations that are breaching the law that way rather than a broad brush 
taxation approach that is likely to increase costs and lead to a reduction in the 
services being provided by the Not for Profit Sector, costs that would then need to be 
picked up by central government funding. 

 
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? 
 

2.1 It will all come down to the definition of unrelated business income. For our 
organisation depending on what is captured by this the impact could be significant 
and lead to either a reduction in services or requests to increase government funding. 
This is especially relevant for our role as enforcement officers of the Animal Welfare 
Act. Currently the government funding of this service only covers one third of the cost. 

 
2.2 The proposed changes are going to add extra complexity and costs to our organisation 

to ensure that we are compliant. As result there will be a reduction the funding 
available to deliver on our charitable purpose.  

 
2.3 We can also see that adding this extra complexity is going to lead to increased costs 

for the government to ensure compliance. 
 
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? 
 
3.1 Distinguishing between related and unrelated business activities will be difficult in 

practise. Drawing a line in the sand always results in significant issues as to where the 
line should be drawn.  Experience shows that thresholds often promote activities and 
structuring specifically to avoid exceeding thresholds. Without question, this will 
result in increases in compliance costs for both charities and the government.  Any 
increase in compliance costs will translate to less funds for charitable purposes. 
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3.2 The simplicity of the New Zealand tax system is one of its most significant features and 

translates to efficiency.  This proposal appears to lessen that simplicity. 
 
3.3 We do not have a view on what criteria to use to define charitable purpose.  The 

business would need to be completely unrelated to the stated charitable purpose and 
clearly not applying its surpluses towards the short to longer term support of its 
charitable purposes 

 
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? 

 
4.1 We do not support removing the tax exemption. How ever if this was to occur, we do 

believe there should be some form of de minimis threshold. We would suggest at a 
minimum 75% of a charity’s annual total annual turnover with no limit. 

 
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? 

 
5.1 We agree that if the tax exemption is removed for unrelated charity business income 

that is subsequently distributed for charitable purposes, then it should remain tax 
exempt. 
Such a relief system would need to be simple and clear although we are unsure of the 
best mechanism to achieve this. 

 
5.2 Such a system would however increase compliance costs therefore reducing the 

overall amount able to be applied to charitable purposes. 
 
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?  

 
6.1 We agree with the other considerations listed as all being further complications and 

complexities that would need to be addressed. This will increase compliance cost for 
both government and charities, reducing funds available for charitable purposes. 

 
6.2 In addition if the income is going to be taxable then it is only equitable that a value be 

established on pro bono or semi pro bono services as input expenses. Labour cost is a 
significant expense for any business. Currently many in the charitable sector receive 



 
 
 

SPCA submission on 31 March 2025  Page 6 of 10 
 

some pro bono or semi pro bono labour. Accordingly, it would be important for 
charities to be able to claim the true cost of their business in any income tax return. 

 
6.3 One of the concerns listed in the submission paper is that charities may have un unfair 

competitive advantage. Charities must meet a higher level of transparency of 
reporting compared to a for-profit business, i.e. charities must currently meet a higher 
level of public transparency. Failure to address this issue results in charities being at 
an unfair competitive disadvantage with for-profit businesses as they will incur both 
the costs of complying with the Charities Act and the additional compliance burden of 
taxation compliance. 

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

charitable organisations for tax purposes? If so, what criteria should define a donor-
controlled charity? If not, why not? 

 
7.1 We have no comment on this issue. 
 
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? 

 
8.1 We have no comment on this issue. 
 
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? 

 
9.1 Although not a donor-controlled organisation we do make the following observation. 
 
9.2 Charities such as us are very capital intensive and have limited options to finance 

capital projects. Often the only way these can be funded is through the accumulation 
of funds over several years. 

 
9.3 Like all businesses we need to maintain suitable funds to avoid any solvency issues. 

This is especially important given the uncertain and irregular nature of donations. 
 
9.4 If this is an issue of concern then it would be more appropriately addressed through 

tougher provisions and enforcement of the Charities Act to prosecute any individual or 
organisation that is abusing its charitable status. 
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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. 
 

10.1 We have no comment on this issue. 
 

Q11. What are the implications of removing the current tax concessions for friendly 
societies and credit unions? 
 
11.1 We have no comment on this issue. 
 
Q12. What are the likely implications if the following exemptions are removed or 
significantly reduced: 
 • local and regional promotional body income tax exemption, 
 • herd improvement bodies income tax exemption, 
 • veterinary service body income tax exemption, 
 • bodies promoting scientific or industrial research income tax exemption, and  
• non-resident charity tax exemption? 
 
12.1 We have no comment on this issue. 
 
 
 
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? 
 
13.1 We appreciate that from a pure taxation perspective it may appear to make sense to 

remove the current exemption. 
 
13.2 However the rationale of introducing and maintaining the FBT exemption has been to 

support the charitable sector. This has indeed allowed charities to offer more 
competitive remuneration packages at a lower cost to the charity allowing them to 
attract appropriate labour resource.  It helps them compete with the for-profit sector. 
That also increases funds available for charitable purposes and reduces compliance 
costs. 
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13.3 In the case of the SPCA the removal of this exemption is likely to lead to a significant 
FBT liability each year and add a significant compliance burden. This will reduce the 
amount of funding available for our charitable works. 

 
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? 

 
14.1 We have no comment on this issue. 
 
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? 

 
15.1 We are in favour of the proposed changes. 
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Conclusion  

 

We are not in support of many of the items outlined in the consultation document. 

We believe that many of these proposals will lead to increased compliance costs for very little 

revenue gain for the government. In fact, the opposite is likely to be true with charities having 

to reduce their charitable works, creating a gap that will need to be filled by central 

government. 

The consultation has been framed as a stopping abuse/revenue issue we believe cost benefit 

analysis is essential. If the behaviour of certain individuals or organisations is of concern no 

supporting data has been provided to back up this claim or the scale of the issue. We believe 

that this type of abuse is best addressed through enforcement of the Charities Act. 

SPCA appreciates the opportunity to contribute to the Taxation and the not-for profit sector 

consultation paper. Our organisation is happy to discuss this matter if further information is 

required. 

 

Jason Copus 

Chief Financial Officer 

 31 March 2025 
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This submission is made by: 

KEITH W. NORRIS 

On behalf of John Miles 
Chief Executive Officer 
New Zealand Marketing Association (Inc) 
PO Box 137266 Parnell, Auckland 1151 
  



 

ABOUT THE MARKETING ASSOCIATION 

The Marketing Association (MA) was formed in 1974 and is the industry body dedicated to the 
marketing profession in New Zealand.  

The MA has 8,500 members across brands, marketing service providers, agencies, and 
suppliers. Each year, we communicate and interact with over 21,000 New Zealand 
marketing professionals. We have over 30,000 followers across our social media 
channels, and more than 775,000 annual website visitors. 
 
We are a member organisation of the Advertising Standards Authority (ASA) and our members 
are required to support strict codes of practice relating to marketing as well as the advertising 
codes of the ASA. 

A major part of our activities involves establishing and promoting codes of practice and best 
practice guidelines for all forms of marketing communication, including advertising and 
sponsorship. Many of these codes require an even more stringent observance of fair and 
responsible data management than current legislation. 

This submission is made on behalf of the members of the Marketing Association. 

 
WHO ARE OUR MEMBERS? 

Our members include major banks, insurance companies, supermarkets, major retailers, 
telecommunication companies, utilities and Government ministries. A more specific 
breakdown on member origins from industry sectors is below: 

 



How would the Marketing Association (NZMA)be affected by removing tax concessions for 
Incorporated Societies ? 

• Taxable Income: NZMA currently pays tax on profits from non-member activities while 
membership fees remain exempt. Since we typically generate losses from these non-
member activities and carry these losses forward, any retrospective changes could 
adversely affect this benefit. 

• Reporting Tier Considerations: Currently, NZMA is operating under the simpler PBE 
SFR-A (NFP) regime because it does not have public accountability and remains under 
the $5m expense limit. However, being close to that threshold means that a small 
increase in expenses could push us into a higher reporting tier. This would result in more 
complex reporting requirements and could potentially alter the de minimis thresholds if 
any changes are implemented.  

 
Submission Recommendations 
 
We recommend that no Retrospective Changes are applied.  

We would like reassurance that any changes are not applied retrospectively, so that the carried-
forward losses are preserved. It is important  to us to safeguard these accumulated losses as 
part of our long-term financial planning. 

1. Recognition of Public Benefit: NZMA delivers significant public benefit to all NZ 
consumers by creating and maintaining best practice marketing and advertising 
standards. Policy changes should protect organisations like NZMA, either by 
maintaining current concessions or by offering transitional arrangements. 

2. Safe-Harbours: We recommend that suitable transitional arrangements or a safe-
harbour period to give NZMA time to adjust if new rules are introduced. 

3. Safeguards for Near-Threshold Entities: Our current revenue takes us near the $5m 
threshold. We recommend a de minimis exemption or simplified compliance rules for 
small-scale trading activities to avoid an unexpected shift into a higher reporting tier 
with tax consequences. 

4. Assessment of Compliance Costs: We recommend  that Inland Revenue assess the 
administrative and compliance burdens imposed on smaller societies and consider 
providing tailored support or simplified reporting measures. 

5. Enhanced Consultation: If the changes go ahead, we suggest an additional consultation 
period to allow for further feedback on the implementation details, ensuring that any 
changes are practical for organisations with limited resources. 

 

                      Thank you for affording us the opportunity to submit on these matters 

 

……………………………………………………………………………………………………………………………. 



Taxation and the not-for-profit sector 

 

My submission is as follows 

 

I retired from running successful business’s at 73 years, and feel what I have to say is 

important. 

It is only fair that we all pay taxation, many persons and businesses strive to avoid doing so 

using any means possible, the current charitable status system is one such. 

 

There are a lot of substantial companies and philanthropists who could claim to be   

charitable but still pay their full taxable income . The fund manager Simplicity is one and 

of course Milford who have established a charitable fund. 

 

Who should pay tax? 

1. I belong to an environmental conservation organisation to whom I donate money and 

time in the causes we promote mostly pest control. 

I do not think that organisations like ours should be taxed as they add to the countries 

wellbeing both its natural and human values for all to benefit from in particular our 

toanga species. Almost all are on projects on Public land. 

Other organisations that should not be taxed are those with voluntary staff or members 

that contribute substantially to its wellbeing as in a sporting body with less than a 

certain level of cash assets say $100.000.00 continually used to fund their events. 

 

2. The companies that have been established as part of a religious organisation have done 

so to avoid paying tax and then show they are returning the ‘profits’ to the community 

usually their adherents as required by law.   

This has led to a very focused approach to sharing their wealth. 

 

When most New Zealanders belonged to a church of one denomination or another the 

Government of the day, during the 2nd World war saw it right and proper to allow those 

welfare driven motives to assist all citizens to respond and recover, (I was taken to 

these Welfare tea shops as a child by my Grandmother) those days are long gone with 

religious groups numbers as a percentage of populations greatly diminished.  

 

It would have been political suicide for any Government of the day to remove that 

legislation until the unfairness of it became apparent some years ago with the growth of 

some claimed charitable orders abusing this privileged position. 

 

Examples of unfair taxation avoidance. 

 

3.  

 

 

 

 

4. The Plymouth Brethren Church is also involved in avoiding paying taxes by nefarious 

means.  

I quote;  A broker with the insurance company, Crombie Lockwood, said he was 

instructed to use a special code with Brethren clients, discounting his commission by 

20 percent, which went to the listed "sub-agency", UBT (Universal Business Team) a 

church-controlled company. 
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"The thing I find disturbing is these are businesses, so their insurance premiums are 

tax deductible and on top of that they also claim back the GST - so I view it almost like 

a legalised form of money laundering. 

"It's a round circle scheme - they are using their businesses to pay 'donations' back to 

their own church and then they are claiming that back as a tax deductible expense." 

 

And to quote another source that sums it up well; 
 "So let's say their profit was  and they decided to donate  Then they 

can claim that as a deduction in their accounts and reduce their tax liability at the end 

of the day. But that comes at a cost to the taxpayer because it's obviously a cost to the 

revenue." 

This will apply to KAURI PARK NURSERIES LIMITED Company Number 1564092 

NZBN 9429035143536 a company established and managed by Plymouth Brethren.  

5. The Sanitarium Breakfast Cereal Company may return some of its charitable status 

profits to their narrowly focussed community to build schools for their own families but 

why should that not be paid to the Government so we can all benefit nationally. 

 

6. The Church of Scientology runs as a business which has been exposed many times in 

many states and countries as a way to grow huge profits by claiming to be a church or 

religious order. 

I became involved in it as a teenager prior to it being claimed as a ‘Church’ by the 

founder to avoid USA taxes and saw they were not a religion, the founder, L. R. 

Hubbard, a prolific writer of pulp science died in 1986. 

  

The book My Escape From a Life in the Highest Ranks of Scientology is a 2022 memoir 

by Mike Rinder explains the process and outcomes well as applied in Australia. 

 

7. If organisations like this have overseas affiliations the monies can be transferred out of 

New Zealand to ‘assist’ in funding community good in that country with loss of any 

control or knowledge by the NZ Government. 

 

8.  The Destiny church of NZ is another example of a charitable status organisation having 

donations or tithes being misused by management. 

 

I do not believe a profit motive should be the primary goal of an organisation calling 

itself a church. 

 

Why these examples show a problem that taxing them is important 

 

These examples demonstrate a move over time to exert a unfair influence that has led to 

unequal sharing of wealth unless you ‘belong’ to a chosen group for instance the 

Seventh Day Adventist church  has less than 

15000 member (2024) and the Brethren church 8000 members.  
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CONSULTATION> OFFICIALS’ ISSUES PAPER  
In answer to the questions posed I answer as follows. 
 

Q 1 Yes these are reasons that mostly support a tax regime for businesses hiding behind a 

charity. 

 

Q 2  2.19   And they would have to budget for those increased costs. 

            And 2.17 but as they can accumulate funds before they expand unlike taxed businesses 

that must pay advance tax on assumed income from the next year. 

 

 Q 3    Not sure of the question. 

 One that clearly represents most or all the profits going to the wider community for charitable 

purpose  

IE    charitable businesses that are substantially run by unpaid volunteers, and businesses 

primarily engaged in selling donated goods or services, such as op-shops.  

 

Or to purchase items that will be invested into the DOC estate, the QE2 or Government 

conservation projects. 

 

Q 4      Add a 5th tier of under $80k and 4th tier $80k to $2 million 3rd tier $2 to $5 million to 

separate out the percentages better as there is 88% in the 3rd and 4th in the current suggestion.  

(What do the numbers look like then?)  

You need to capture a lot more now before allowing the bill to be set in law.  This approach 

could also allow the bottom tier to have less reporting and bureaucratic requirements placed on 

a small voluntarily run organisation. 

 

Q 5 There should be no ‘hangover‘ monies exempt unless it is held by a trust that is set up to 

ensure continuation of the charity into a maximum rolling set time for the future, 10-15 years 

and only for those that are devoting their not taxed incomes wholly to the purposes of the 

charity.  

 

Q 7 Yes, New Zealand should follow the well established overseas example as in Canada and 

be rid of a Donor related tax avoidance system. 

Or it should be ‘donated‘to the Government as a tax for distribution in the general budget like 

restoring our public health system, education, conservation and climate change mitigation. 

 

Q 8 Yes I agree with the Tax working group recommendations but add that limits on value and 

distribution is set to avoid loopholes being formed. 

 

Q 9  A level of distribution could be set at between 5 and 10 percent allowing for the wide 

range of incomes available from such entities over time with the rider that over any rolling 5 

year period it maintains a 7.5 percent distribution.  

 

Q 10 I like the recommendations to reduce complexity. 

 

Q11 Don’t know. 

 
YOUR Q12. 

‘What are the likely implications if the following exemptions are removed or significantly 

reduced? 

 

Answered in Italics as below 

 



Q    • local and regional promotional body income tax exemption. 

 Great for small bodies that assist with good economic local growth in small commuities. 

 

Q ,• herd improvement bodies income tax exemption. 

 Nil as these should be funded by the industry 

 

,Q   • veterinary service body income tax exemption,  

 Nil as these should be funded by the business concerned and the industry. 

How do these companies differentiate between farm stock and pets for claims? 

 

Q ,• bodies promoting scientific or industrial research income tax exemption,  

 Great as the Government can and does remove funding as we see currently, creating 

uncertainty and ‘brain drain’.  

The forced early commercialization can lead to overseas interests taking control and net 

loss to NZ. 

 

 It removes the way in which individuals can work on new innovative ideas at low cost to 

the country frequently bringing about major improvements to our society.  

 

I can supply a list of these should you wish. 

 

Q   • non-resident charity tax exemption?  

        It is clear from 4.24 we should remove it. 
 

Q  13 It will weaken the ability of many to carry out their work in the community and employ 

staff who frequently are paid less than those in the private sector. 

 

I am happy to be contacted by IRD staff. 

Non of my submission is confidential.          

 

   Mark Fort  
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Mary Dillon 

 

  

 

 

 

policy.webmaster@ird.govt.nz 

 

Thank you for the opportunity to comment on the discussion document in relation to 
taxation for registered charities.  

I do not wish to comment on all of the document other than to say that this review does 
not seem to me,( given the possible  tax revenue compared with the administrative 
burden that will be placed on many  charity registered entities) either particularly 
necessary or of high priority  If anything there should be increased discussion on how 
many charities  could be further assisted by government. 

Should the decision be made to proceed, any significant changes should apply to Tiers 
1and 2 only. 

In the current climate the name of the game for Tiers 3 and 4 is survival, so that they can 
continue to carry out their charitable purposes. 

In relation to the FBT exemption the Background-4.25 and the Policy Framework-4.26 
are highly relevant as are the rather lightweight reasons for the review of this exemption. 
Any changes in Tiers 3 and 4 are likely to result in minimal additional tax revenue but 
increased compliance costs for the charities, many of which are currently struggling. 

If the underlying reason for the wide review is to manage a handful of outliers that are 
misusing or marginalising their charitable status then those particular entities need to 
be addressed but not at the expense of the rest of the sector. 

 

Yours sincerely 

Mary Dillon 
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From: Thomas Bougher 
Sent: Thursday, 27 March 2025 6:14 pm
To: Policy Webmaster
Subject: Taxation and the not-for-profit sector

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

  

  

  

In principle this submission is totally opposed to taxing charitable activities. The work they do is essential to the 
wellbeing of many New Zealanders. 
 
1.If every charity in NZ stopped doing the work they undertake how much would it cost the Government to pick up 
the slack. And would the 
Government be as efficient in operation or as effective  in outcome as the charities currently are? 
Government can be and often is notoriously inefficient and hopelessly ineffective, and produce a very poor cost to 
benefit outcome. 
I could quote the current school lunch scheme as a good example of such bureaucratic bumbling. 
 
2. Just because not every charity spends everything it takes in does not mean the overlap is “profit” There are times 
when charities  
Need to plan ahead and accumulate some funds to undertake future developments or to make sure they stay out of 
debt and can meet all 
their possible commitments. Calling those savings “profits” (and then taxing them) is ridiculous.  
Charities should not be expected to take on debt (even if they could) to fund their future undertakings. 
Nor should they be punished with taxation for implementing wise management principles.   
 
3. Some charities have employees or contracted service providers.  Monies paid to these people is not  tax free! The 
recipient’s pay 
Tax on their earnings the same as everyone else. 
 
4. Some specific examples: 
The Salvation Army:  This organisation undertakes a very large amount of effective work, often amongst those in 
our society 
Who are most in need.  If they stopped this work could the Government do it as well.? And what would it cost? 
 
St John Ambulance:  People forget that this is a charitable organisation and although it receives some Government 
assistance 
It still has to raise a lot of funds to keep undertaking the service it provides.  
How many lives does this organisation save by being available to serve?   
Ambulances are expensive. Taxing the funds (“profits’) needed to keep the fleet operational and staffed would be 
close to committing 
Manslaughter. There would be fewer ambulances and somebody would die as a result. 
 
There are more possible examples but I hope I am getting my point across. 
 
Regards 
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Thomas Bougher 
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Waihopai Runaka 
Murihiku Marae 
408 Tramway Road 
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Taxation and the not-for-profit sector 
Deputy Commissioner, Policy 
Inland Revenue  
Wellington 
 
By email: policy.webmaster@ird.govt.nz 
 
26 March 2025 
 
Tēnā koe 
 
Waihopai Runaka Incorporated response to the Taxation and the not-for-profit sector 
Officials’ Issues Paper 
1. We, Waihopai Runaka Incorporated, are one of the eighteen Papatipu Rūnanga 

Members of Te Rūnanga o Ngāi Tahu, as defined by the Te Rūnanga o Ngāi Tahu Act 
1996 and the Te Rūnanga o Ngāi Tahu (declaration of Membership) Order 2001. We 
uphold the mana whenua of our rohe within the Ngāi Tahu takiwā.   

2. We have read the Te Rūnanga o Ngāi Tahu response to the Taxation and the not-for-
profit sector Officials’ Issues Paper (“the Issues Paper”) and support it in its entirety. 

3. Despite being a Member of Te Rūnanga o Ngāi Tahu, we operate completely 
independently with our own governance and legal structure. Part of our structure 
includes charitable entities that would potentially become detrimentally affected should 
there be changes to the current charities law settings. 

4. We emphasise and reiterate that the removal of the tax exemption for charity business 
income that is unrelated to charitable purposes would: 

a. Be a tax on the most vulnerable in society; 
b. Be a tax on economic growth; 
c. Be a tax on the regions; 
d. Be an attack on treaty settlements and mean they are no longer full and final; 

and 
e. Exponentially increase compliance costs in the charities sector.  

5. We believe that more extensive consultation on the issues raised in the Issues Paper 
is required to fully understand the potential consequences for the charitable sector and 
accurately assess the true impact of any proposed changes. The timeframe provided 
to respond to the Issues Paper is insufficient for this to occur properly. Like many other 
smaller charities, we lack the time and resources to fully evaluate the impacts of the 
changes outlined in the Issues Paper within such a short period. Our response to the 
Issues Paper will therefore focus on the important charitable mahi we carry out in our 
community and our ability to drive regional growth through the utilisation of charitable 
structures.  
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Waihopai Runaka Incorporated charitable entities and charitable purposes 
6. Through the utilisation of charitable entities, we carry out important mahi in our region 

and are enabled to effectively and efficiently deliver services to some of the most 
vulnerable members of society. Without these services, there would likely be increased 
demand on the Crown, and undoubtedly the gap of social and economic disparities in 
the community would be widened.  
 

Closing Comments 
7. Our charitable entities play a crucial role in delivering essential services to vulnerable 

members of our community, reducing the demand on the Crown, and preventing the 
widening of social and economic disparities. Our intergenerational investment strategy, 
guided by our Ngāi Tahu tribal whakataukī, ensures sustainable and beneficial returns 
for future generations, contributing to regional growth and prosperity. 

8. We urge the government to consider the significant contributions of charitable entities 
and the need for a more thorough consultation process to safeguard the vital services 
we provide and the regional growth we stimulate. 

 
 
 
Naku noa, na 

 
Odele Stehlin 
CEO 
Waihopai Runaka Incorporated  
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TAXATION AND THE NOT FOR PROFIT SECTOR 
 
c/- Deputy Commissioner, Policy  
Inland Revenue Department 
PO Box 2198 
WELLINGTON 6140 
Policy.webmaster@ird.govt.nz 
 
SUBMISSION FROM:  Kevin Nielsen 
     email:  
DATE:     March 27, 2025 
 
My interest in this topic is through 20 plus years of involvement with 4 different charities in 
the not-for-profit sector including roles as a Chief Executive, as a Committee member and 
as President. 
 
SUMMARY: My strongly held view is that charities that have a charitable purpose that 
conforms with Charities Services requirements should continue to be exempt from taxation. 
Further if the charity has an income generating business which has the same purpose as 
the charity then any income over expenditure should be exempt from taxation. 
These charities are invariably set up to fill the gap in government funding and community 
need and if they have the drive and initiative to set up a business to assist the charity to 
fulfil it’s charitable purpose they should not be taxed. Also in many cases (if not all) the 
business initiative is run on a shoe string and utilises many, many hours of voluntary input, 
to then be faced with taxation would be an incredibly punitive and short-sighted move. 
 
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?  
 

• The only compelling reason to tax charity business income I can see is to increase 
government revenue. There is no other reason! 

 

• NO the factors in 2.13 and 2.14 do not warrant taxing charity business income. The 
vast majority of charities are set up to fill the void in service provided by central 
government. Under funded and under resourced by government. 

 

• Actually the factors described in 2.13 and 2.14 correctly rebut the main arguments 
advanced for taxing charitable business income.   
 

• Charities would be left just with the costs of such a measure – increased complexity 
and compliance costs as well as reduced income. 

 
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?  
 

• Without having a clear definition of what is “unrelated business activity” I find it difficult 
to answer this question other than to say a clear definition and guidance would be 
essential if there was to be a change. 
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• If removed it would result in reduced income and increased compliance costs for the 
charity. 

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

•  to support the purpose of the charity which is defined in the Rules or Constitution of 
the charity that has been registered with Charities Services 

• That there is transparency that shows that any financial surplus is passed to the 
charity 

• Then any net income generated should not be taxed. 
  
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 charity business income is being directed to furthering the purpose then no 
threshold should be imposed. 

 
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?  
 

• The tax exemption for charity business income that is generated to support the 
purpose of the charity then that income should remain tax exempt. 
 

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?  
 

• Without a definition of what is “unrelated business income” it is not possible to even 
consider what issues would arise.  

• Same response as in Q3 apply. 
 

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

• Donor controlled charities should have a clearly defined purpose which is acceptable 
to Charities Services when applying for registration. 
 

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 comment. 
 
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?  

• Yes there should a defined distribution rate for any net income generated by the 
charity. 
 

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.  

• A review of the $1000 deduction would seem appropriate in the light of general 
inflation, so that smaller NFPs are not included in the tax system. 

 
Q11. What are the implications of removing the current tax concessions for friendly  
societies and credit unions?  

• No comment 
 
Q12. What are the likely implications if the following exemptions are removed or  
significantly reduced:  

• No comment 
 
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?  

• This exemption should remain in place, it does assist charities to compete with 
salaries paid in the private sector. 

 
 
I am able to be contacted:      
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From: Alister & Kathy Louis 
Sent: Thursday, 27 March 2025 7:52 pm
To: Policy Webmaster
Subject: Taxation and the not-forprofit sector

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

  

  

  

Thank you for the opportunity to comment on the IRD proposal for TaxaƟon and the not-for-profit sector. 
 
I am wriƟng this submission as Chairperson of a Trust Board for a not for profit charity which provides BudgeƟng 
assistance and Financial Mentoring free of charge to a large number of people in need in our local community. 
 
Some of our budget is funded through the Ministry of Social Development however, for the most of our budget we 
apply for grant applicaƟons through various charitable foundaƟons and trusts.    
 

1. What are the most compelling reasons to tax, or not to tax, charity business income?  
 
The most compelling reason not to tax charity business income is the ripple effect that it may create to ours and 
other organisaƟons that rely heavily on funding through charitable organisaƟons as well as the communiƟes that 
they serve.  Where the charitable organisaƟon has any less money, they will have less resources to serve the 
community and less resources to distribute. 
 
For example if a Hospice has a hospice shop that sells donated goods and makes a profit, the profits go back to pay 
the hospice operaƟonal costs.  If they have a less profit because they are taxed, they would have to reduce their 
hospice services. 
 
Another example is not for profit health insurance, if the not for profit organisaƟon is subject to further taxes, the 
insurance premiums would be higher and less people would be able to afford insurance (puƫng more pressure on 
the public health sector) 
 

2. If the tax exempƟon was to be removed what would be the most significant pracƟcal implicaƟons 
 
The most significant pracƟcal implicaƟon would be the compliance cost – how would the organisaƟon divide up their 
accounts, there would be increased audit costs, there would be more cost for accountants to figure out the taxable 
vs non taxable income, and higher indemnity risk for Directors and officers of these organisaƟons. 

 
3. What would the criteria be for an unrelated business 

If the business is unrelated it would be a separate business have be a separate tax enƟty, and money beyond 
reasonable reserves not being returned to the charitable enƟty 
 

4. ExempƟon for small scale business acƟviƟes 
There is really no scale – if a charitable organisaƟon serves a small or naƟonal community and are large or small, if 
they are serving a need in the community regardless of their size the exempƟon should apply.    Any addiƟonal 
money the IRD earns through taxing chariƟes would quickly revert to government to fund addiƟonal services 
themselves. 
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5. FBT exempƟon 

I fully support retaining FBT exempƟons for charitable workers 
 
 
Once again, thank you for the opportunity to provide a submission and feedback. 
 
 
 
 
 
 
 



Submission 

by  

 

 

 
 

to Inland Revenue 
 

  on the 

 

IRD Issues Paper:  

Taxation and the not-for-profit sector 

26 March 2025 

 

Prepared by: 
 

Dr Oliver Hartwich, Executive Director 

The New Zealand Initiative 

PO Box 10147 

Wellington 6143 
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1.  INTRODUCTION AND SUMMARY 

1.1 This submission on Question 12 of the Inland Revenue issues paper Taxation and the not-
for-profit sector is made by The New Zealand Initiative (the Initiative), a Wellington-based 
think tank supported primarily by major New Zealand businesses. In combination, our 
members employ more than 150,000 people. 

1.2  The Initiative undertakes research that contributes to developing sound public policies in 
New Zealand. We advocate for the creation of a competitive, open and dynamic economy 
and a free, prosperous, fair and cohesive society. 

1.3  The Initiative’s members span the breadth of the New Zealand economy; independent, 
rigorous public policy research is crucial for effective governance and economic 
prosperity. The views expressed in this submission are those of the author rather than the 
New Zealand Initiative’s members. 

1.4  The New Zealand Initiative strongly recommends retaining the income tax exemption for 
bodies promoting scientific or industrial research (Section CW 49) as it applies to 
independent public policy think tanks. The exemption is not a historical anachronism but 
remains vital to New Zealand’s policy development ecosystem. 

1.5  This submission addresses Question 12 of the Issues Paper, which asks about the 
implications of removing or significantly reducing the exemption for bodies promoting 
scientific or industrial research. 

2. STRUCTURAL IMPORTANCE OF THE RESEARCH BODY EXEMPTION 

2.1  Section CW 49 of the Income Tax Act 2007 serves a crucial structural purpose in New 
Zealand’s knowledge ecosystem by supporting organisations that produce public benefit 
research. The exemption recognises that independent research constitutes a public 
good that would be undersupplied without appropriate policy frameworks. 

2.2  Independent research bodies like the Initiative operate on a fundamentally different 
model from commercial entities. They: 

• generate knowledge primarily for public benefit, not private gain. 
• publish research findings freely and openly. 
• operate without pecuniary gain to members, shareholders, or associates. 
• reinvest any surpluses into future research activities 

2.3  For these organisations, income is not profit in the commercial sense but rather the 
means to fulfil their research mission. Taxing such income would directly reduce the 
resources available for research and public engagement without serving the usual 
redistributive or behavioural functions of taxation. 

2.4  The regulatory requirements for qualification under Section CW 49, including approval by 
the Royal Society of New Zealand and the prohibition on pecuniary gain, already provide 
robust guardrails to prevent abuse of the exemption. 









https://drive.google.com/file/d/1J-B7fulOE-oxXnTnl2tb_BQkLO3Ryew7/view?usp=drive_link
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