Q and As - Taxation and the not-for-profit sector

Questions and Answers

Taxation and the not-for-profit sector

Inland Revenue has been asked some common questions on our issues paper “Taxation and
the not-for-profit sector”. To help with your submissions, we have provided answers to those.

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

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

Over 20,000 sports clubs and societies currently have an income tax exemption because
they have been set up to promote an amateur game or sport. There are no proposals to
change this exemption. This is covered in section CW 46 of the Income Tax Act 2007 and
discussed on the IRD website at: Sports clubs and societies.

Some sporting organisations can also qualify for registration as charities and claim the
charity income tax exemption if their charitable purpose is the promotion of sport. See:
Charities Services | Sport and recreation

2 Is Inland Revenue proposing to change the law and tax trading income and
subscription income earned by not-for-profits?

The advice on our website states that if a not-for-profit does not have an income tax
exemption, it must pay tax on trading activities but it does not need to pay tax on
membership fees or subscriptions. See: Income tax for not-for-profits

Inland Revenue has prepared a draft operational statement which confirms that trading
income with members is taxable. The draft statement also says that some subscription
income may be taxable under certain circumstances, for example, if the subscriptions are
not capital in nature. Inland Revenue estimates that approximately 9,000 not-for-profits
have member trading activities and/or subscription income. Many will already be paying tax
on these member transactions, but some may not. The draft operational statement will
represent an initial view and will be consulted on separately, with submissions taken into
account.

The draft operational statement has been delayed until submissions have been received on
whether there should be policy changes for not-for-profits that are not tax exempt. The
policy changes would aim to reduce the impact of the Commissioner’s initial view,
particularly for small not-for-profits. For example, we are interested in hearing whether the
current $1,000 deduction to remove small scale not-for-profits from the tax system should
be increased or redesigned.

Inland Revenue
Te Tari Taake Pagelof1


https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.ird.govt.nz%2Froles%2Fnot-for-profits-and-charities%2Ftypes-of-nfps%2Fsports-clubs-and-societies&data=05%7C02%7CAndrew.Pillay%40ird.govt.nz%7C8b02535041c74b26dd8108dd56ccd603%7Cfb39e3e923a9404e93a2b42a87d94f35%7C1%7C0%7C638762159943078427%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=zCJm%2B8N8fe%2Fj4cCrJi%2Bue3WO8WH5WeqRzHoFmltXXKA%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.charities.govt.nz%2Fready-to-register%2Fneed-to-know-to-register%2Fcharitable-purpose%2Fsport-and-recreation%2F&data=05%7C02%7CAndrew.Pillay%40ird.govt.nz%7C8b02535041c74b26dd8108dd56ccd603%7Cfb39e3e923a9404e93a2b42a87d94f35%7C1%7C0%7C638762159943102451%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=MR%2BUUlCbzh%2BoDKYXreU1ua8aN51LqlpwwbNQxlWNrPw%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.ird.govt.nz%2Froles%2Fnot-for-profits-and-charities%2Frunning-your-nfp%2Fincome-tax&data=05%7C02%7CAndrew.Pillay%40ird.govt.nz%7C44e1587f215344504f8e08dd56dd7e70%7Cfb39e3e923a9404e93a2b42a87d94f35%7C1%7C0%7C638762231488344210%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=OA%2BmbxifiXfUyT28sIV7G8cW%2FnyhLONsvJnCRZJuZIQ%3D&reserved=0
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