Reference; 20150275 THE ASURY

Kaitohutohu Kaupapa Rawa

31 July 2015

Dave Henderson
Hui E! Community Aotearoa
dave.henderson@huie.org.nz

Dear Dave Henderson

Thank you for your Official Information Act request, received on 3 July 2015. You
requested the following:

“In 2010 the Government announced its intention to undertake a first principles review
of the Chatrities Act.”

“In light of the recent amendments to the Act which disestablished the Charities
Commission and transferred its functions to the Department of Internal Affairs, a first
principles review of the Act is no longer appropriate,” said Mrs Goodhew.”

“The Government considered narrowing the review to look only at the definition of
charitable purpose in the Act. However, it is likely that the current tight fiscal
environment would limit the scope of such a review, due to the probable tax
implications of any widening of the definition.”

"Hui E! is seeking copies of all advice that was given by Treasury to Cabinet, to
Minister Goodhew, or to the Department of Internal Affairs in their preparation of the
papers that led to Minister Goodhew and Cabinet cancelling the promised Review."

We apologise for the transfers of your request and the delay that this caused in
providing information to you.

Information Being Released

Please find enclosed the following documents:

Item | Date Document Description Decision

1. 15/03/2012 Email including attachments: Released in Part
Briefing note - Comment on

DIA paper on targeted review of
the Charities Act 2005

2. | 15/03/2012 Email: Draft Cabinet Paper A Released in Part
Targeted Review of the

Charities Act 2005

1 The Terrace
PO Box 3724
Wellington

New Zealand

tel, 64-4-472 2733
fax, 64-4-473 0982
www.treasury.govt.nz




3. | 16/03/2012 Email and attachments: IRD Released in Part
comment on latest version of

Cabinet paper -Targeted
Review of the Charities Act
2005

| have decided to release the documents listed above, subject to information being
withheld under one or more of the following sections of the Official Information Act, as
applicable:

° personal contact details of officials, under section 9(2)(a) — to protect the privacy
of natural persons, including deceased people, and

o names and contact details of junior officials and certain sensitive advice, under
section 9(2)(g)(i) — to maintain the effective conduct of public affairs through the
free and frank expression of opinions.

Information Publicly Available

The following information is also covered by your request and is publicly available on
the Department of Internal Affairs website:

Item | Date Document Description Website Address

4 | N/A The DIA website contains http://www.dia.govt.nz/diawebs
documents relating to the ite.nsf/iwpg URL/Resource-
“Future of the Charities Act material-Our-Policy-Advice-
Review (Cabinet paper)” Areas-Community-

Development-
Policy?OpenDocument

Accordingly, | have refused your request for the documents listed in the above table
under section 18(d) of the Official Information Act — the information requested is or will
soon be publicly available.

Some relevant information has been removed from documents listed in the above table
and should continue to be withheld under the Official Information Act, on the grounds
described in the documents.

Please note that this letter (with your personal details removed) and enclosed
documents may be published on the Treasury website.




This fully covers the information you requested. You have the right to ask the
Ombudsman to investigate and review my decision.

Yours sincerely

lizabeth Scurr
Team Leader, Fiscal and State Sector Management
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From: Charles Ngaki [Charles.Ngaki@ird.govt.nz]

Sent: Thursday, 15 March 2012 4:43 p.m.
To: [Withiheld under s9BHeléEment.govt.nz; carolyn.palmer@parliament.govt.nz

) ' Martin: F sy . s [Withheld ui Wt
Cc: winn gIM%gépégl%gé%]Gngg, Andrea Black; Struan Little; ™ f@ﬁ%‘?@é"i@akl,g :
Subject: Briefing note - comment on DIA paper on targeted review of Charities Act 2005
Attachments: Briefing note - comment on DIA paper on targeted review of Charities Act 2005.docx; DIA

paper on Targeted Review of Charities Act 2005.dot

Hi ?’Wf!hheﬂiw;‘l@é F@ﬁ){g)(f)] @

As discussed, attached is the joint Treasury/IRD briefing no aft DIA the targeted
review of the Charities Act 2005.

Regards

Charles %

This email and any attachment may contain confide ation. If \ ¢ received this email or any
attachment in error, please delete the email / attachy nd notify der! Please do not copy, disclose

sider the environment before

or use the email, any attachment, or any informat{on
ed. Visit us online at ird.govt.nz

deciding to print: avoid printing if you can, or ¢
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Inland Revenue
Te Tari Taake

POLICY ADVICE DIVISION

el ey
Kaitolintohu Kaupaipa Rawa

Briefing note

Reference: PAD BN2012/21

Date: 15 March 2012 @@7 9
To: Carolyn Palmer
[Withheld unders9(2)(g)()] - %

cc: Deputy Commissioner, Policy : O_}D \\
[Withtield unders8(2){g)(i)] N
[Withheldunder sa2)()(l] @ @
Emma Grigg %
Andrea Black @ &

From: Charles Ngaki and Pe% S rin %7
Subject: Comment on &d aft Ca @r A Targeted Review of
the Charitie 05
. . i
S

Inland Revenue and - Z/S%ry ha @ en asked to comment on the draft Cabinet
Committee paper,.prep # by ttrﬁ a\ment of Internal Affairs (DIA) entitled A
Targeted Review f@ne\ arities A copy of the draft paper is attached.

The propose 1 gould pri% ocus on the definition of “charitable purpose”.
The dra p@e DroOpPoses ;b\en release of a discussion document in August 2012, with
legisla c?:l b@introducg i tg;’?‘ne House in mid-2013. The draft paper also states
that the o financi I% ications.

Sé%ﬁélow are

1énts that we have made on the draft paper to DIA.

Fiscal Implizz(;

Together with.Tfeasury tax policy officials, we would need to advise Ministers on the
fiscal impli ﬁt§that flow from any amendment to the current definition of charitable
purpo ently, if an organisation has a charitable purpose it is eligible for an
incorﬁ@%@( xemption and donations made to such organisations are eligible for the
charitab iving tax incentives. Consequently if, for example, the definition of
charitable purpose is extended there will be new organisations that will be eligible for
these tax benefits.

We consider that the draft paper should refer to the potential for such fiscal
implications. To this end, the Treasury has recommended that the following comment
be included in the financial implications section of the paper:

The Treasury considers there to be a strong likelihood of fiscal implications from
the review to the extent that it recommends amendments to the current
definition of charitable purpose. Currently, where an organisation has a
charitable purpose, it is eligible for an income tax exemption and donations
made to such organisations are eligible for the charitable giving tax incentives.
Consequently if, for example, the definition of charitable purpose is extended
there will be new organisations that will become eligible to these tax benefits,
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2
which has a bearing on fiscal implications. Given this, the Treasury view is that
the Department of Internal Affairs should work closely with the Inland Revenue
Department.
An additional recommendation is also recommended for inclusion in the draft paper:
direct the Department of Internal Affairs to work closely with the Inland

Revenue Department, given the strong likelihood of fiscal implications from the
review, if there are amendments to the current definition of charitable purp

Support for the Review work and proposed tlmellne

We understand that there is a commitment to underta review, an \Weg pport
the need to review the definition of charitable pur, ose he reas t in the
draft paper. We are very keen to be involve ely with DIA o h rewew and
believe we can offer a lot of background to Uf{& settln r with good

information on the state of play in the charit

We are concerned, however, that the infelt et out aﬂ: paper does not
provide sufficient tlme to consider ework o oath to reviewing the
he full ra tential options. These

definition of charitable purpose, or
issues are complex and they will i o n5|dera
Government should provide tc%ahf ector, vi&
constraints. Given this, and-th hat th

about the review's outco @ the level of €n
consider the proposed ti

t support or subsidy the
ard to the current fiscal
ill have its own expectations
ent in the review process, we
progre sview to be unrealistic.

€ amou Q( ill be required before publication of a
discussion documen /D hese p sadssion document activities would include
researching the state o gy;\aw he international experience, engaging with
key governm §é€t0r sta testing policy ideas and policy analysis, and
Ministerial a et approvah are nervous about suggesting an alternative
timefram \m\il:zﬁ\ sence of a full seoping exercise - that is, we have not scoped the
level o has alre

n undertaken and that which should be undertaken
or the l&y 1\ y resource available to undertake this review. For

thﬁ e wou y with the original timeline for the Charities Act 2005
V%Jhlch WOk re\new completed by 2015.

Level of ch@lated tax benefits

d for information on the income tax exemption for charities and the
or charitable giving.

ntives for charitable giving are the donations tax credit for individuals, the
donation tax deductions for Maori authorities and companies, and payroll giving.

We estimate the income tax exemption for charities to have an annual fiscal cost in the
order of $350-400 million and the tax incentives for charitable giving to have an annual
fiscal cost of around $200 million. These estimates are based on the Charities
Commission’s open source data and financial information contained in annual returns
from 86% of all registered charities as at 14 March 2012,

Charles Ngaki Peter Martin
Senior Policy Advisor Director, Tax Strategy - Treasury
DDI: 8906 037 DDI: 9176 277

In-Confidence
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CONFIDENTIAL DRAFT - NOT GOVERNMENT POLICY

Office of the Minister for the Community and Voluntary Sector
Chair
Cabinet Social Policy Committee

A TARGETED REVIEW OF THE CHARITIES ACT 2005

Proposal /5 a
1. This paper seeks agreement to a targeted rz&%é he Chari é@goos

focusing on the “charitable purpose” definition ted iss igtargeted
review would replace a "first principles review™of the Act pre ﬁ% teed to by

Cabinet and due for completion by 201 “Mm & CAB Min (
35/3B].

Executive Summary
firciples revi p Charities Act 2005 [CAB
]. This e\{k re-dated the 2011 decision
ioft. ansfer its functions to the

person board, as part of the
the Crown Entities Reform Bill

2. In 2010 Cabinet agreed to a fi
Min (10) 12/6 & CAB Min (%~
to disestablish the Charitie
Department of Intern {e

3. The decisiop g}stabhsh \5@3 mmission will create a new operating

environme Wthefreglstr h"“ harities under the Charities Act, once the Bill
passes ans that%% not be optimal to conduct a first principles
rewe ¢t by 2015, as thie new model would not have been in operation

Ic;/g‘/e o fully ev ?ts effectiveness. Further delaying the review is not
r@.? ed as Iready a strong expectation in the non-profit sector
v

|ew ducted either within the original 2015 timeframe or
ier. \5;; tor's” strong interest in a review appears to stem from
d tlsfac iﬂ@m Charities Act's definition of a “charitable purpose”.

4, lamg lew'that a targeted review of the “charitable purpose” definition (and
relatgdd 3) is the most appropriate course of action, as it has the potential to
a key concerns of the charitable sector within a reasonable timeframe.
S review could be completed in 2013, earlier than the scheduled 2015

compfetion of the first principles review.

5. As well as focusing on the charitable purpose definition, | propose that the review
should have the flexibility to identify and propose solutions to any issues
concerning the efficient functioning of the Charities Act that are not related to the
proposed machinery of government reforms.

Background

The ‘charitable purpose” definition

6. The law surrounding “charitable purpose” dates back to the passing of the
Charitable Uses Act in England in 1601, during the reign of Elizabeth .
Commonly known as the Statute of Elizabeth, its preamble contained a list of
purposes considered to be charitable at that time. The list in the preamble has




Document 1
Page 5 of 23 Released

CONFIDENTIAL DRAFT - NOT GOVERNMENT POLICY

formed the basis of several centuries of case law where the Courts, in
considering whether or not a particular purpose is charitable, have tended to look
for an analogy between the purpose at issue and the list of items in the Statute.

7. A more refined classification of the Elizabethan preamble was provided in the
nineteenth century by Lord MacNaughten in Commissioners for Special Purposes
of Income Tax v Pemsel’, when he stated that “charity” comprised four %gal

heads: Z/
e the relief of poverty

e the advancement of education
e the advancement of religion; or
= any other purpose beneficial to the communi y

In addition to “the four Pemsel heads”, th \)lrts have lon nlsed that, to
be charitable, a purpose must beneflt H or a ection of the
public, rather than for a private purpos

8. The current statutory deﬂnmons \\m ble pur e Charities Act and
the Income Tax Act 20072 rt(r)éé four m ads of charity, which
means that their common Ia r ta’uons be relevant today. The
public benefit reqwrement )antable p )s also incorporated in both

Acts. /\\
9. A key question is wh g\e definiti &d on case law deriving from a 400

year old statute (aﬂ (bteenth - istillation of that statute, continues to
meet the needs ntury N

10.In its 200 g%t\%n the h%

ill, the Social Services Select Committee

acknowl concern ny submitters that the definition of “charitable
too ow wt groups undertaking advocacy work being a

se of The Committee suggested a review be conducted

er caref er the definition should be changed”, once all initial

ions fo ga Ie status had been completed by the Charities

11. Similar 0 that proposed by the Committee have been conducted in
recen %in comparable Anglo-Commonwealth jurisdictions that use the
“chafi purpose” definition such as the United Kingdom and Australia.

12.1 Q the United Kingdom adopted an expanded statutory definition of
harifable purpose that retains but extends the common law definition given in
Pemsel. The new, additional purposes include:
e the advancement of health or the saving of lives;
e the advancement of citizenship or community development;
¢ the advancement of environmental protection or improvement;
« the advancement of the arts, culture, heritage or science;
e the advancement of amateur sport; and
e the advancement of animal welfare.”

' [1891] AC 531.
2 Section 5 of the Charities Act 2005 & section YA 1 of the Income Tax Act 2007.
3 Section 2 of the Charities Act 2006 (UK). See appendix for the complete definition.
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13.A similar “Pemsel plus” approach will be taken in Australia, with the Federal
Government announcing in its 2011/12 budget the introduction of a new statutory
definition of charity from 1 July 2013. The proposed definition will include the
advancement of health, culture, the natural environment, and social and
community welfare.* In explaining its decision, the Australian Government noted
that the existing definition was based on 400 years of common law, which they
considered complex, outdated and creating uncertainty in the not for profit /eztor

Previous Cabinet consideration ép
14.Cabinet has previously agreed that a first principleg-review of the CQ Act

should be conducted by 2015. & %
15. Specifically, on 12 April 2010, when canceliing a scheduleg baseling’ review of

the Charities Commission, Cabinet not?2 gﬁw Departme tf%n ernal Affairs
f /20

will schedule a First Principles Review 15, by which
time the Commission will have establis unctlons and lts
overall effectiveness can be asse N
(10) 6/41.

16.0n 4 October 2010, when %;3 ing tec @dments to the Charities

Act, Cabinet “agreed that th tion of purpose focusing on the four
heads of charity and i ment acrogsch islation including the Charitable

Trusts Act 1957, th g Act 2 nd-the Income Tax Act 2007, become
a key focus for th i C|ples [ e Charities Act 2005 which is to be
completed by 2@ [th

ndments ggri by Cabinet in October 2010 were included

17.The techry
in the Sta mendme No 2), which was passed by Parliament in
February . The Bill inserfed a new subsection in the charitable purpose
defjni providing t thespromotion of amateur sport may be a charitable
p f/ t is th by which a charitable purpose is pursued. The
amendment ad ~(ncertainty among sports groups, community grant
ors, and g egalprofession about the charitable status of amateur sport. It
clarified ex% rather than extending it into new areas.

Commen

Ratiori. “Targeted Review” rather than a "First Principles Review”

18. MS April 2010 decision to undertake a first principles review of the
Ch s Act by 2015 was based in part on the assumption that this would allow

sufficient time to gauge the effectiveness of the Charities Commission in
performing its statutory functions.

19.However, on 1 August 2011, Cabinet “agreed to disestablish the Charities
Commission by repealing those parts of the Charities Act 2005 that establish or
refer to the Charities Commission, with the result that the functions and actions
that were previously carried out by the Charities Commission will be carried out
by the Department of Internal Affairs (with registration decision-making carried
out separately by a statutory board)” [CAB Min (11) 28/5]. This decision was part
of the current machinery of government reforms designed to build a better public

42011/12 Australian Federal Budget (www.budget.gov.aun). See appendix for the complete definition.
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service, and has been included in the current Crown Entities Reform Bill. The Bill
is currently being considered by the Government Administration Committee,
which is due to report back by 31 March 2012.

20.The 2011 decision to disestablish the Charities Commission and transfer its
functions to a three-person Board serviced by the Department of Internal Affairs
will create a new operating environment®, once the Crow Ent|t|es Reform ill is

passed This means that it is no longer optimal to ct a first pr es
review of the Act by 2015, as the new model would been |n/o erat %
long enough to fully evaluate its effectiveness.

21.Extending the review date beyond 2015 to all e time to co bete a first

ctor'continues
Charities Act,
»~This appears to
aritable purpose

principles review is not recommended. | note that the charit
to have hlgh expectations concerning th?' ing_of a revie
taking the view that it should be brou (

primarily stem from long-standing dis:
definition, and issues with the a
advocacy type activities. Fo
Commission declined to regi |
the grounds that its prlmeuagq.I
advocacy-type activities, which-ar

ecision, the Charities

Women as a charity on

u% purpose was to engage in
haritable.

nfined to-the Ghafitable sector. A number of law
ingicated f th)y believe that a review of the definition

er tha ef-with one noting that some of the entities
istration appear to be precisely the type of
organisati wish to support, particularly given current

vernm
economi n\nronmg%\ﬁkl blic concerns. Concern has also been
expr s\ef/\ Re diregtion tal by the Courts in recent judgements on what
co {t}% chanta@é@moge.
%ﬁ fthese %\

2 am of the view that a targeted review of the “charitable
ose” deflg { consldered the issues identified by Cabinet in October
2

22.These concerns ar
practitioners hav
should occur sgone
being deregi

e effects of ancillary non-charitable activities (like advocacy) is

the mos te course of action. Such a review could be completed by
2013 n the scheduled 2015 completion of the first principles review
thereb ssing the timing concerns outlined above

Sco@argeted review
24.Th mary focus of the review would be the Charities Act's “charitable purpose”

definition, and its suitability for the needs of 21* century New Zealand. This
would involve determining the present parameters of the definition (with reference
to recent domestic and international case law, key Charities Commission
decisions, and academic literature), pressure points, and assessing whether the

% The new board will be responsible for the registration (and de-registration) of charitable bodies. All other
functions will be undertaken by the Department of Internal Affairs.

® For example in a July 2011 position paper on the Charities Commission and the Charities Act 2005, ANGOA
(the Association of Non-Governmental Organisations of Aotearoa) stated that the review should be brought
forward and accelerated, rather than left to 2015.

7 8 Barker and K Yesbery, “Are all “charities” cqual?”, Chartered Accountants Journal, June 2011, 40-46.

8 J Bassett, “Charity is a general public use”, [2011] NZLJ 60-62; M Gousmett, “Charity and economic
development™, [2011] NZLJ 63-66.
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definition reflects contemporary New Zealand values and expectations of what
constitutes “charitable”. This would include the interests of Maori, given that the
definition already recognises marae-related purposes as charitable in certain
circumstances. Finally, any fiscal implications arising as a result of a change in
the definition's scope would also have to be assessed in terms of their effect on
the taxation base.

25.In addition, | am of the view that the review should ha ablllty to |deq@\apél

propose solutions to any issues concerning the %functionn ofit

Charities Act. For the reasons set out earlier, the ould no tfgyd?ectly
related to the machinery of government at will —rn/ the
establishment of a decision-making board servi the Departm Internal
Affairs. This would still leave room to conside |ssues hke fo s , whether

tinue to act in
instruments.

D)

) An important review

release 0 “a>p ic discussion document

that canvasses the issues @aﬂ\ the chati urpose definition and also
offers some potenhal solu ions. ) | antici | will be seeking Cabinet
agreement to the rele edocume\m’ﬂ} st 2012.

27.Following Cabine ht, | int d@j l&ase the discussion document for a 6
week period li¢’ cons I ossibly in August-September 2012.
Currently th re\a e proxim 500 registered charities and many more
non-profit ;\p\ﬁh EE and itds at many of them will take an interest in the

consultat\ ss. Ta@te\% eetmgs with key groups (e.g. representative
groups like Philanthropy New Zealand and

Maori~bodi nd ke
AN have \'ryt?*est in the charitable purpose definition will be
a

@ firal sha é_@f olicy proposals will be informed by the public consultation

ess. &s,@e | anticipate that | will seek policy decisions from Cabinet in
Iate 201 m\g ew to introducing a bill to amend the Charities Act in mid-2013.
(Thes nes are tentative and assume that only one round of consuitation
woul equired.)

Pos@ages with the review
29, Briniging the timing of the review's completion forward to 2013 may mean that

there will be only be a limited ability to take account of other Government agency
work, presently underway or about to commence, that might be relevant to the
charitable and non-profit sector.

the Act provides effective tools to ensure {t/

26.The review will be led by the D
milestone will be the prepar«tl

30.Specifically, Law Commission reviews of the Law on Trusts and of the
Incorporated Societies Act are underway, and are due for completlon in 2013/14.
Some findings from these reviews might be relevant to a review of the Charities
Act as many charitable bodies are either charitable trusts or incorporated
societies. However, | am of the view that it is not necessary or desirable to wait

9 Statistics New Zealand identified 97,000 non-profits institutions in 2005, See Statistics New Zealand (2007),
Non-profit Institutions Satellite Account: 2004, Statistics New Zealand, Wellington.

5
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for the outcome of the Commission’s work. The Commission's primary focus is
updating the relatively old legislation governing trusts and incorporated societies,
and on machinery-type issues associated with their efficient functioning, rather
than focusing closely on the charitable purpose definition or on the operation of
the Charities Act. | note that there could still be potential to implement any
relevant Law Commission findings through any legislative processes arising from

its reviews if this was necessary.
31.1t is also possible that Statistics New Zealand blish its én-\p%it

Institutions Satellite Account in 2013. If this transpi g{?@ Id be the\firststime it

was published since 2007, and would provide thé review with info ion-on the

guantity and economic value of the activities of -profit sgeg[g owever, if
e

publication did not take place, | am advise t there should still ahility to
secure core data from Statistics New Zeg on-the non- fiﬂl» tor to inform

the review. @%7 @

Consultation

32.The Crown Law Office, Mini @ture and 'ﬁ, Ministry of Economic
Development, Ministry of H@"%I Rev artment, Ministry of Justice,
fairs, Sport Ne

Ministry of Pacific Island Af .
Puni Kokiri, the Treas (@g the Ministfy,0

, Statistics New Zealand. Te
men’s Affairs were consulted in

the development o er. T artment of the Prime Minister and

Cabinet was infc@ A

33. Extracts of this-papey/ were pr to the Charities Commission and the Law
Commissi Reomment. T%% are recorded in this paper.

Financi nﬁ?‘éﬁﬁons % '

34.T o ﬁnanof\ ications arising from this paper.
L%We Impl'é@%n@

35.There a{@ jSate legislative implications. In late 2012, the Department of
irs

ill prepare a bid for the inclusion of a Charities Amendment Bill
gislation Programme.

Intern
ont (%
Reg@ Impact Statement

36.A regulatory impact statement is not required for the proposal in this paper as it
does not involve the consideration of options that would involve creating,
amending or repealing either primary or delegated legislation.

Publicity

37.1 will announce the Cabinet decision to conduct a targeted review at a “Charitable
Purpose Forum” to be hosted by the Charities Commission on 17-18 April 2012.
| also recommend that this paper (and the accompanying Cabinet minutes) be
placed on the Department of Internal Affairs website to assist in informing the
public about review.
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Recommendations
38.1t is recommended that the Committee:

1. note that there has been long-standing concern about whether the charitable
purpose definition in the Charities Act 2005, based on case law derivin from
the 400 year old “Statute of Elizabeth” and a nmeteg entury disti l on\o
that statute into the four heads of charity, meets th e@fzﬁ‘ %

Zealand;

2. note that on 12 April 2010, Cabinet noteu@he Dep Internal
Affairs should conduct a first prlnc:ple he C t 2005 by
2015 [CAB Min (10) 12/6];

3. note that on 4 October 2010, w ﬁr i ermg te endments to the
Charities Act, Cabinet further that the d t f charitable purpose
focusing on the four heads rty and its n t across the legislation
including the Charitable T/ru t 1957, th ling Act 2003, and the
Income Tax Act 2007 ecome cus for the first principles
review of the Charities A 5 whic e completed by 2015 [CAB
Min (10) 35/3B]J;

4. note that Cabi /%3;’30;‘ 2010 degci | N oundertakeaﬂrst principles review of
the Chantles 1

allow suffj c:tem frﬁ to gau fectiveness of the Charities Commission in

perfor statutory fu
5. n t%{%1 August %as part of the current machinery of government

esigned ild a better public service, Cabinet agreed to

5 wa{n}} part on the assumption that this would

lish the Commission, with the result that the functions and
ously carried out by the Commission will be carried out
f Internal Affairs (with registration decision-making carried
b a statutory board) [CAB Min (11) 28/5];

6. ag at in light of the 2011 decision to disestablish the Charities

ion, it is no longer appropriate to conduct a first principles review of

fhe rmes Act, as insufficient time would have elapsed for there to be a

ingful evaluation of the performance of the new Board and the
Department by 2015;

7. note that the charitable sector continues to have high expectations
concerning the timing of a review of the Charities Act, taking the view that it
should be brought forward from 2015;

8. agree to the Department of Internal Affairs conducting a targeted review of
the Charities Act 2005, focusing on the “charitable purpose” definition and
related issues, for completion by 2013;

9. agree that the targeted review should also have the flexibility to identify and
propose solutions to any issues with the operation of the Charities Act that are
not directly related to the recent machinery of government reforms;

7
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10.note that completing the targeted review by 2013 may not allow full
consideration of:

10.1 the outcomes of the current Law Commission reviews of trusts and
incorporated societies that are not due for completion until 2013/14, or

10.2 information on the non-profit sector from the Statistics New Zealand
Non-profit Institutions Satellite Account, wh@may be publ's/gz in

2013;
11.note that Cabinet’s agreement to the publicn;e(\gé@ discus e?ment
on the future of the charitable purpose de ﬁig%and related i will be
sought in August 2012, with any policy <5)\r)ovals or legislative_change being
e
12.agree to the Department of Internal lacing (@et paper (and the

sought in late 2012 or early 2013; and
accompanying Cabinet minute: ﬁ\ﬁ@ ebsite. &
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From: Richard Braae [Richard.Braae@dpmec.govt.nz]

Sent: Thursday, 15 March 2012 12:18 p.m.

To: mike.osmond@dia.govt.nz; [Withheld under s9(2)(g)(i]

Subject: RE: Draft Cabinet paper - Targeted Review of Charities Act

Mike [Withheld under s9(2)(g)(i)]

I would echol " lcomments and add that I think a brief para about the extent of charitable giving and the

current fiscal consequence (tax) would provide useful context within the pap
And otherwise - a very readable, informative and sensible paper...it's not
statutes

regards
richard
Richard Braae @
Policy Advisor
Department of the Prime Minister and Cabinet
[Withitisld trider s(2)(a)] @

richard.braae@dpmc.govt.nz

>> > [Withheldunders9(2)(g)(il~" | reasury. 15/03/20 49 §§ >>>

Hi Mike

Thanks for the opportunity to pr enta on this paper. As discussed, please see below for
L erted into

at we travifs year

he inancial Implications’ section of the paper, and also the
DiA to.work alongside IRD on this review.

eli ood of fiscal implications from the review to the extent that it

recommends am ¢
charitable purpose shigible for af incomistax exemption and donations made to such organisations are eligible
for the charita -_ ax incentd equenﬂy if, for example, the definition of charitable purpose is extended
aW @rga isation écome eligible to these tax benefits, which has a bearing on fiscal
& S

there will be
implications. Giveprthis, the T view is that the Department of Internal Affairs should work closely with the

likelihood of fiscal ions from the review, if there are amendments to the current definition of charitable

Inland Revenue Departme

Additional recommendaj

“direct the Departm al Affairs to work closely with the Inland Revenue Department, given the strong
tmplic

purpose”

Cheers,
[Withtisldunder s9(2)(g)(i)]

[Withheld under s9(2)(@){i)] | he Treasury

| treasury.govt.nz
1

CONFIDENTIALITY NOTICE

The information in this email is confidential to the Treasury, intended only for the addressee(s), and may also be legally privileged. If you are not an intended
addressee:

a. please immediately delete this email and notify the Treasury by return email or telephone (64 4 472 2733);

b. any use, dissemination ar copying of this email is strictly prohibited and may be unlawful.
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From: Mike Osmond [mailto:Mike.Osmond@dia.govt.nz]

Sent: Wednesday, 14 March 2012 1:00 p.m.

To: 'Charles Ngaki'; 'tania.warburton@crownlaw.govt.nz'; 'andrew.fieldsend@sparc.org.nz'; Hugh Lawrence;
'richard.braae@dpmc.govt.nz"; el tnder s8R dmwa.govt.nz'; 'bakum@tpk.govt.nz';
'lana.perese@mpia.govt.nz'; 'stephen.oakley@stats.govt.nz'; 'julia.agar@justice.govt.nz'; 'Ellen MacGregor-Reid';
Ashlin Chand

Cc: Sue Dahl; Raj Krishnan

Subject: Draft Cabinet paper - Targeted Review of Charities Act

Hi again

You received a draft Cabinet paper on the above topic from me earlier in the, , with feedbasted by
Friday.

Our Minister's office has since expressed a strong preference for s% aper to ife
g for).

SOC, rather than the 4 April meeting (which we had previously bee i

préciated. And if you

Thanks, Mike

So, if you were able to provide your comments as soon as you s would be
also

Michael Osmond \\/

Senior Policy Analyst

Paolicy Group

weren't planning to provide comments, an indication of this wal be useful if
Policy, Regulatory & Ethnic Affairs

The Department of Internal Affairs Te Tari-Taiwhenta

Direct Dial: +64 4 495 9352

www.dia.govt.nz % @
CAUTION: This email m % any attaChinefits contain information that may be confidential and

i3 strictly pr f you have received this email message in error please
e all copies o message and attachments. Thank you.

notify us immediateli an
i l ¢ this e-mail.

Please consideonment e
(b essage is for the attention of the intended recipient only and is not necessarily the

The information contained i
official view or communicafignrofithp Department of the Prime Minister and Cabinet, If you are not the intended recipient you
must not disclose, copy @ thute this message or the information in it. If you have received this message in error, please

he-sénder immediately.

0

this message or attac!

destroy the email and g

(DPMC Secured) @




From:
Sent:
To:
Cc:

Subject:
Attachments:

Hi Mike

related tax benefits was misleading. The estimate of the incg
on Charities Commission data but the tax incentives for cha

I've made some changes to paragraph 14. Apologies, my origj % e

data.

In paragraph 26, it is not necessary to refer to “in t
this is implied in the fiscal implications.
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Charles Ngaki [Charles.Ngaki@ird.govt.nz]

Friday, 16 March 2012 3:48 p.m.

Mike Osmaond (Mike.Osmond@dia.govt.nz)

Emma Gri(?g;? ithheld under s9A{Réthent.govt.nz; carolyn.palmer@parliament.govt.nz;
[Withhetd undersgtelfdlrtin

IRD comment on latest version of Cabinet paper - targeted review of Charities Act 2005
783819DB - Standard Cabinet Paper template (2).dot

Thank you for considering and responding to og¢ g overall timeline for the
review. The latest draft of the Cabinet pape :Ye v Xtends the release data for the
discussion document out to December 201 =1 \ able with a “December 2012
release date”, than an “August release d ) @ & are'still concerned that the December 2012

date may be too ambitious. We will advis - fue that the original timeline of 2015

to complete the review is more pref

Kind regards
Charles

This email and any attachment

fid . :nformation. If you have received this email or any

t, and notify the sender. Please do not copy, disclose
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Office of the Minister for the Community and Voluntary Sector

Chair
Cabinet Social Policy Committee

A TARGETED REVIEW OF THE CHARITIES ACT 2005

1. This paper seeks agreement to a targeted revi%l he Chari K?% 005,
focusing on the “charitable purpose” definition érf“d\r\;lted |ssues argeted
review would replace a "first principles revi ”\ef the Act previt lg reed to by

Cabinet and due for completion by 2015. N x
Executive Summary </ @

2. In 2010 Cabinet agreed to a f|rst~p%c<b2 reweg hantles Act 2005 [CAB
;o

Min (10) 12/6 & CAB Min 10 ﬁ'hls degi -dated the 2011 decision
to disestablish the Chant ission sfer its functions to the
Department of lnternal Affal a d to rson board, as part of the

machinery of govern e e)forms pro oge he Crown Entities Reform Bill

[CAB Min (11) 28/5 /r\/
\\
3. The decision t st blish ission will create a new operating

environment for g registratio rities under the Charities Act, once the Bill

passes. ns that ot be optimal to conduct a first principles
review oé by 2015<§\e new model would not have been in operation
long enou ully evaluate its effectiveness. Further delaying the review is not
rec % d as the d)eady a strong expectation in the non-profit sector

ew W|Il ted either within the original 2015 timeframe or

The trong interest in a review appears to stem from
harities Act’s definition of a “charitable purpose™.

a?sfactno(‘i
4. lam of t %Q’[ a targeted review of the “charitable purpose” definition (and
SE%% )

relate the most appropriate course of action, as it has the potential to
addr y concerns of the charitable sector within a reasonable timeframe.
S view could be completed in 2013, earlier than the scheduled 2015
o on of the first principles review.

5. As well as focusing on whether or not to change the charitable purpose definition,
| propose that the review should have the flexibility to identify and propose
solutions to any issues concerning the efficient functioning of the Charities Act
that are not related to the proposed machinery of government reforms.

Background

The “charitable purpose” definition

6. The law surrounding “charitable purpose” dates back to the passing of the
Charitable Uses Act in England in 1601, during the reign of Elizabeth .
Commonly known as the Statute of Ellzabeth its preamble contained a list of
purposes considered to be charitable at that time. The list in the preamble has
formed the basis of several centuries of case law where the Courts, in
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considering whether or not a particular purpose is charitable, have tended to look
for an analogy between the purpose at issue and the list of items in the Statute.

7. A more refined classification of the Elizabethan preamble was provided in the
19th century by Lord MacNaughten in Commissioners for Special Purposes of
Income Tax v Pemsel', when he stated that “charity” comprised four principal

heads: !

o the relief of poverty; &
= the advancement of education; a

¢ the advancement of religion; or @ Qﬁ

* any other purpose beneficial to the community. $

In addition to “the four Pemsel heads”, the Cm&e long gg@ sed that, to

be charitable, a purpose must benefit the/py |lC or a suf& ction of the

public, rather than be for a private purpo <
8. The current statutory definitions of “cha %@purpo

Charities Act and

the Income Tax Act 2007 mci ur prin i s of charity, which
means that their common law in t ons contm e relevant today The
public benefit requirement fo r| able p Iso incorporated in both
Acts. The Charitable Tru 957 aa ] defmmons of charitable
purpose that go beyon e on la and are not consistent with
their equivalents in th \ tles and | x Acts. This lack of alignment
contributes to Iegal ' y regar valiablhty of charitable status.

9. A key question g 1er the defini ' sed on case law deriving from a 400
year old stat \anda nmetee ury distillation of that statute, continues to
meet the o1 cen ealand.

10.1n its/2004 g ort on Cha ies Bill, the Social Services Select Committee
edged the f many submitters that the definition of “charitable
"~ was too 7 with groups undertaking advocacy work being a

r cause ern The Committee suggested a review be conducted
hether the definition should be changed”’, once all initial
regtstratio antable status had been completed by the Charities

Commis

s to that proposed by the Committee have been conducted in
gﬂn\a rs in comparable Anglo-Commonwealth jurisdictions that use the
le purpose” definition such as the United Kingdom and Australia.

I’C

12.1n 2006, the United Kingdom adopted an expanded statutory definition of
charitable purpose that retains but extends the common law definition given in
Pemsel. The new, additional purposes include:
e the advancement of health or the saving of lives;

the advancement of citizenship or community development;

the advancement of environmental protection or improvement;

the advancement of the arts, culture, heritage or science;

the advancement of amateur sport; and

' [1891] AC 531.
2 ggction 5 of the Charities Act 2005 & section YA 1 of the Income Tax Act 2007.
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e the advancement of animal welfare.®

13.A similar “Pemsel plus” approach will be taken in Australia, with the Federal
Government announcing in its 2011/12 budget the introduction of a new statutory
definition of charity from 1 July 2013. The proposed definition will include the
advancement of health culture, the natural environment, and social and
community welfare.* In explaining its decision, the Australian Governmen} oted
that the existing definition was based on 400 years o on law, wh&’gy

cto

considered complex, outdated and creating uncertalnt e’non- proﬂ@
Level of charities-related tax benefits

14.The Inland Revenue Department estimates at the’income ptlon for
charities to have an annual fiscal cost in [@\cher of $3 ||I|on This
estimate is based on the Charities Cor%? i open spﬂ‘c a and financial
information contained in annual return

% of aI r us ed charities as at
14 March 2012. The fiscal cost &tko lnce antable giving is
estimated to have an annual f &c t of a 0 million. The tax
incentives for charitable givin th donaho a.ué redit for individuals, the
donation tax deductions for {gﬁontles n’d% nies, and payroll giving.
Previous Cabinet consideratiol
15. Cabinet has previo n}d that
should be conduc c\/@)

16. Specifically, g%é /gp il 2010, cancelhng a scheduled baseline review of

Q
gprinciples review of the Charities Act

J

the Chariti ission, Cf’bmet ted “that the Department of Internal Affairs
will sch rst Prmcn iew of the Act to take place in 2015, by which
time %@ ission will h aver established its full range of functions, and its
ove Ctiveness ssessed” [CAB Min (10) 12/6 confirming SOC Min

@ Qe

17% ."Octobe en considering technical amendments to the Charities
Act; Cabin @ hat the definition of charitable purpose focusing on the four
% d its alignment across the legislation including the Charitable

the Gambling Act 2003, and the Income Tax Act 2007, become

a key f r the first principles review of the Charities Act 2005 which is to be
by 2015" [CAB Min (10) 35/3B].

18. Thetechnical amendments agreed to by Cabinet in October 2010 were included
in the Statutes Amendment Bill (No 2), which was passed by Parliament in
February 2012. The Bill inserted a new subsection in the charitable purpose
definition pro\ndmg that the promotion of amateur sport may be a charitable
purpose if it is the means by which a charitable purpose is pursued. The
amendment addressed uncertainty among sports groups, community grant
makers, and the legal profession about the charitable status of amateur sport. It
clarified existing law rather than extending it into new areas.

3 Section 2 of the Charities Act 2006 {UK).
4 2011/12 Australian Federal Budget (www.budget.gov.au).
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Comment

Rationale for a “Targeted Review” rather than a “First Principles Review”

19.Cabinet’s April 2010 decision to undertake a first principles review of the
Charities Act by 2015 was based in part on the assumption that this would allow

sufficient time to gauge the effectiveness of the Charities Commisgion in
performing its statutory functions. , %

)
20.However, on 1 August 2011, Cabinet “agree tablish "lg%@ities

Commission by repealing those parts of the Charities Act 2005 thaftes Fablish or
refer to the Charities Commission, with thtz/regult the fungctions®apd actions
that were previously carried out by the Charities. Commissi illbe carried out
by the Department of Internal Affairs ih\@s?ration ist iaking carried
out separately by a statutory board)” % 11) 28/5]} @iﬁ ecision was part
of the current machinery of govern e@u s desig ild a better public
service, and has been included in rent Crow. iti

Reform Bill. The Bill
is currently being considered <by_the
which is due to report back y\ i h 2012

inistration Committee,
21.The 2011 decision to disestablish the e”Eh
ol

functions to athre(?%; gomBoard servi

will create a new %?4 nvironr@ e the Crown Entities Reform Bill is
passed. This means that it is ey optimal to conduct a first principles
review of the A@%é as %ng model would not have been in operation
long enough o%uIL 794aluate &g eness.

view date%i}n% 2015 to allow more time to complete a first
omnfended. The charitable sector continues to have
i

pringi review is n{\\eﬁc
high expectations gencerhing the timing of a review of the Charities Act, taking
igyhat it should:bg brought forward from 2015°. This appears to primarily
<§E§h om long- ing dissatisfaction with the “charitable purpose” definition,
i

ssues wi ropriate treatment of bodies that engage in advocacy-type
activities. % ple, in a recent decision, the Charities Commission declined
to regis {,{thg tional Council of Women as a charity on the grounds that its
r than ancillary) purpose was to engage in advocacy-type activities,

r& deemed non-charitable.

23.T e@ oncerns are not confined to the charitable sector. A number of law
practitioners have also indicated that they believe that a review of the definition
should occur sooner rather than later, with one noting that some of the entities
being deregistered or declined registration appear to be precisely the type of

organisation the Government would wish to supeort, particularly given current
economic and environmental public concerns. Concern has also been

5 The new board will be responsible for the registration (and de-registration) of charitable bodies. All other
functions will be undertaken by the Department of Internal Affairs.

® For example in a July 2011 position paper on the Charities Commission and the Charities Act 2005, ANGOA
(the Association of Non-Governmental Organisations of Aotearoa) stated that the review should be brought
forward and accelerated, rather than left to 2015.

7 5 Barker and K Yesbery, “Are all “charities” equal?”, Chartered Accountants Journal, June 2011, 40-46.
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expressed at the direction taken by the Courts in recent judgements on what
constitutes a charitable purpose.®

24.1n light of these factors, | am of the view that a targeted review of the “charitable
purpose” definition that considered the issues identified by Cabinet in October
2010, as well as the effects of ancillary non-charitable activities (like advocacy) is
the most appropriate course of action. Such a review could be comple d by
2013, earlier than the scheduled 2015 completion of f1 st prlnmple

thereby addressing the timing concerns outlined abov
Scope of a targeted review %
ritablé purpose

25.The primary focus of the review would be the C arities Act’s “
definition, and its suitability for the need 21; century Ne aland. This

would involve determining the present p f the wnth reference

to recent domestic and international aw k |es Commission

decisions, and academic Ilterature) sure po ssessmg whether

the definition reflects contempor Zeaian e and expectatlons of

what constitutes “charitable”. % lid lnclude Sts of Maori, given that
-ae-relat

the definition already recog |\ d\% s as charitable in certain

circumstances. §
26.Generally, | envisag X Review wifPgengfate a number of options on the
future of the chant se defi ?q %Vlmisters to consider, with one being
the preservatlon tus quo rlg dual, Court driven change. Other options
might involve st uler hange ying degrees. As part of this process, any
fiscal implic |@\>e nSmg as %%f a change in the definition’s scope would
have to b s§ed

iew tha the review should have the ability to identify and
/igsues concerning the efficient functioning of the

27.In addition, of th
pr %Iunons 0. a
Charities Act. F &-regsons set out earlier, these issues would not be directly
Fel to the iflery of government reforms that will result in the

stablishmen zﬁé]smn making board serviced by the Department of Internal
Affairs. | till leave room to consider issues like, for example, whether
the Act p effective tools to ensure that charitable bodies continue to act in
accor ith their statutory obligations and/or their governing instruments.
Prop ess for a targeted review
28. Th iew will be led by the Department of Internal Affairs, with assistance from

the Inland Revenue Department. An important review milestone will be the
preparatlon and release of a public discussion document that canvasses the
issues relating to the charitable purpose definition and also offers some potential
solutions. | anticipate that | will be seeking Cabinet agreement to the release of
the document, possibly in late 2012. Prior to this, | expect to be gathering
information from the wider charitable and non-profit sector to inform the
development of the public discussion document. Y

8 ) Bassett, "Charity is a general public use”, [2011] NZLJ 60-62; M Gousmett, “Charity and economic
development [2011] NZLJ 63-66.
9 The timeframes for this process are tentative only, given the potential complexity of the issues.
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29.Following Cabinet agreement, | intend to release the discussion document for
public consultation. Currently there are approximately 25,500 registered charities
and many more non-profit institutions'®, and it is likely that many of them will take
an interest in the consultative process. Targeted meetings with key groups (e.g.
representative Maori bodies and key umbrella groups like Philanthropy New
Zealand and ANGOA) that have an interest in the charitable purpose definition

will be arranged.
ublic ¢ %n
process. At this stage | anticipate that | will seek palie:

sisions fro é@@e‘[ in
2013, with a view to introducing a bill to amend t ities Act la !

Possible linkages with the review 5
31.Bringing the timing of the review's completior-fofward to 2 may mean that
there will be only be a limited ability to f cgount of of @ vernment agency
: ight

30. The final shape of the policy proposals will be inform

work, presently underway or abou o{:)b ence, t e relevant to the

charitable and non-profit sector. :

32. Specifically, Law Commis K iews of th \\L“? on Trusts and of the
Incorporated Societies Act 5‘% rway, an for completion in 2013/14.
Some findings from these-reviews might nt to a review of the Charities

Act as many chari}% Q@o ies are @3} aritable trusts or incorporated

societies. However, the viey it.is not necessary or desirable to wait

for the outcomeglog}h 2 . The Commission's primary focus is

missi
updating the relatively)old legis {Sﬁg\overning trusts and incorporated societies,
and on maching yﬁ e issué\s ated with their efficient functioning, rather
y ont @tg%a\')!e purpose definition or on the operation of
| note% ere could still be potential to implement any

ommissian findings through any legislative processes arising from
o

[ i i ne ry.
Bi?"\ﬁ
3% S0 po ?%Q t Statistics New Zealand will publish its Non-profit
jtuti fiit
)
G

—

count in 2013. If this transpired, it would be the first time it
2007, and would provide the review with information on the
conomic value of the activities of the non-profit sector. However, if
publi not take place, | am advised that there should still be an ability to
se e%é{e data from Statistics New Zealand on the non-profit sector to inform

t e@g\m.

Consultation

was publi
quantity,

34.The Crown Law Office, Ministry of Culture and Heritage, Ministry of Economic
Development, Office of Ethnic Affairs, Inland Revenue Department, Ministry of
Justice, Ministry of Pacific Island Affairs, Sport New Zealand, Statistics New
Zealand, Te Puni Kokiri, the Treasury, and the Ministry of Women’s Affairs were
consulted in the development of this paper. The Department of the Prime
Minister and Cabinet was informed.

10 Statistics New Zealand identified 97,000 non-profits institutions in 2005. See Statistics New Zealand (2007),
Non-profit Institutions Sateliite Account: 2004, Statistics New Zealand, Wellington.
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Financial Implications

35.The Treasury considers there to be a strong likelihood of fiscal implications from
the review to the extent that it recommends amendments to the current definition
of charitable purpose. Currently, where an organisation has a charitable
purpose, it is eligible for an income tax exemption and donations made to-guch
organisations are eligible for the charitable giving tax in ives. Conse if,
for example, the definition of charitable purpose is there i@e\éw
organisations that will become eligible to these tax % which ha \bf?aring
on fiscal implications. Given this, the Treasur % ment of
Internal Affairs should work closely with the Inlagd

“Ré;enue Depart %l’.-

Legislative Implications

Internal Affairs will prepare a bid
on the 2013 Legislation Progra

Human Rights Implications \\

37.The Ministry of Justlc es that th @% appears to be consistent with
the New Zealand } Act 19 % Human Rights Act 1993.

Regulatory Impac@a‘re

38.A regulatgy Jch statement | nc )t eqmred for the proposal in this paper as it
does n the co ion of options that would involve creating,
Sb‘n ary or delegated legislation.

amen& [re ealmg eithe
Publ@ N

QO
39; wiginnounce/gﬂ\j& inet decision to conduct a targeted review at a “Charitable

ose F e hosted by the Charities Commission on 17-18 April 2012.
| also re that this paper (and the accompanying Cabinet minutes) be
place e epartment of Internal Affairs website to assist in informing the
publ e review.

dauons

40. 1t is recommended that the Committee:

1. note that there has been long-standing concern about whether the charitable
purpose definition in the Charities Act 2005, based on case law deriving from
the 400 year old Statute of Elizabeth and a 19th century distillation of that
statute into the four heads of charity, meets the needs of 21% century New
Zealand;

2. note that on 12 April 2010, Cabinet noted that the Department of Internal
Affairs should conduct a first principles review of the Charities Act 2005 by
2015 [CAB Min (10) 12/6];
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3. note that on 4 October 2010, when considering technical amendments to the
Charities Act, Cabinet further agreed that the definition of charitable purpose
focusing on the four heads of charity and its alignment across the legislation
including the Charitable Trusts Act 1957, the Gambling Act 2003, and the
Income Tax Act 2007, should become a key focus for the first principles
review of the Charities Act 2005 which was to be completed by 2015 [CAB

Min (10) 35/3B];
4. note that Cabinet’s April 2010 decision to undertake-a.fi ‘principle ;@f
2 his
f

the Charities Act by 2015 was based in part on uiption that i?ould

allow sufficient time to gauge the effectivene arities
performing its statutory functions;

5. note that on 1 August 2011, as part cuprent machi of government
reforms designed to build a bet blic servi inet agreed to
disestablish the Charities Commj i he functions and
actions that were previously carfi
by the Department of Intern

out separately by a statuto n
6. agree that in light of the 2011 deGision\to disestablish the Charities
Commission, it is ng detig roptimal%?

t a first principles review of the
Charities Act, ffigient tin%e
L? of the. pérfo
\

@L\f?“ ave elapsed for there to be a
rmanc
7. note \’:%I_‘/charitabl’%eg% continues to have high expectations
concer f}g timing @EW of the Charities Act, taking the view that it
b

sion in

meaningful & e of the new Board and the

Department

shoul ought forward from 2015;
8. gthe Dép a;r?of Internal Affairs conducting a targeted review of
o harities{Act go , focusing on the “charitable purpose” definition and
mpletion by 2013;

slated iss@,
9. note %k eview will generate a number of options on the future of the
ch plifpose definition for Ministers to consider, ranging from the status
quoC6f gradual, Court driven change to proposals for statutory changes to
in degrees, together with any fiscal implications;
S
10.diréct the Department of Internal Affairs to work closely with the Inland

Revenue Department, given the strong likelihood of fiscal implications from
the review, if there are amendments to the current definition of charitable
purpose;

11.agree that the targeted review should also have the flexibility to identify and
propose solutions to any issues with the operation of the Charities Act that are
not directly related to the recent machinery of government reforms;

12.note that completing the targeted review by 2013 may not allow full
consideration of:
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12.1 the outcomes of the current Law Commission reviews of trusts and
incorporated societies that are not due for completion until 2013/14, or

12.2 information on the non-profit sector from the Statistics New Zealand
Non-profit Institutions Satellite Account;

13. note that Cabinet's agreement to the public release of a discussion document
on the future of the charitable purpose definition and related issues are-likely
to be sought in late 2012, with any policy approvalé/?r legislative

ange
being sought in 2013; and \7 %

14.note that, prior to the release of the public discys documen, ihister
for the Community and Voluntary Sector “afi e Departme Internal
Affairs will gather information from the r charitable [1821 n—$ ofit sector
to inform the development of the publicdistussion docu 1%

15.agree to the Department of Internal” g@%lacing i % et paper (and the
accompanying Cabinet minu@ ebsite to“agsist I informing the public

about the review.

@

Hon Jo Goodhew

Minister for the Com ahd Volun @%c o
/ A '




