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Hobby or business?
You sell the odd hand-knitted scarf to friends, or maybe you sell your knitwear every week at local markets.
Regular sales can mean you’re in business, and have tax obligations to fulfil.

Questions to ask yourself
It's important to understand the differences between a hobby and a business. A small side hustle you’ve been
doing for years could be classed as a business, and you may be accumulating tax debt without realising it.

A hobby is generally something you do in your spare time for pleasure or recreation.

A business is something commercial, where you aim to make a profit.

Do you:

charge others for the goods/services you provide? Payment doesn’t have to be in cash.
supply goods/services on a regular basis?
intend to make a profit from providing goods/services?
plan, organise and carry out your activities in a businesslike manner, eg keep receipts and records, or have a
separate bank account for your business activities?

If you answered yes to some or all of those questions, you probably need to declare your income.

If you occasionally sell your stuff to friends, at local markets, or on sites like Trade Me and eBay, you're OK. There
are no tax implications for private one-off sales.

But if you’re making money from regularly selling your goods or services, including online, or you’re selling things
with the intention of making a profit, you’re probably in business.

Being in business means you have to fulfil tax obligations – income tax and possibly GST too – and you’re also
required to follow consumer laws.

If you’re uncertain whether you’re in business, you can speak to a legal or business advisor or an accountant who
may be able to help you.

Determining if you are in business (external link) (https://www.ird.govt.nz/yoursituation-bus/starting/in-business/) —
Inland Revenue

Online trading tax implications (external link) (https://www.classic.ird.govt.nz/forms-guides/number/forms-1000-
1099/ir1022-form-online-trade.html) — Inland Revenue

Introduction to taxes and levies (/tax-and-accounting/basic-tax-types/introduction-to-taxes-and-levies/)

Selling online: Hobby or business? (/news/selling-online-hobby-or-business/)

Becoming a sole trader (/getting-started/choosing-the-right-business-structure/becoming-a-sole-trader/)

Understanding consumer laws (/risks-and-operations/dealing-with-customer-complaints/understanding-consumer-
laws/)

Being considered “in business” isn’t dependent on a minimum income level.

The deciding factor is how often you sell your product or services.
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What you need to do if you’re in business

If you’re selling regularly, and are starting a business, you need to tell Inland Revenue and let them know when
you started trading.

If your sales are more than $60,000 per year, you’ll also need to register for GST.

Not complying with your tax obligations can have implications for the future growth of your business.

Starting a business (external link) (https://www.ird.govt.nz/yoursituation-bus/starting/) — Inland Revenue

Tool for business (tax requirements) (external link) (https://www.ird.govt.nz/tool-for-business/manage-tax/tax-
responsibilities/) — Inland Revenue

Tool for business (GST requirements) (external link) (https://www.ird.govt.nz/tool-for-business/gst/registering/) —
Inland Revenue

Starting a business (/starting-a-business/)

Tell Inland Revenue when you start trading – it’s the easiest way to keep on top of tax.

What to do if you haven’t been paying tax

If you’ve been making regular sales and haven’t been paying tax, talk to your accountant, tax advisor, or contact
Inland Revenue. It’s much better to speak to Inland Revenue if you’re unsure about your tax requirements than to
have them come to you.

You can make a voluntary disclosure to help put your tax returns right.

Putting your tax returns right (external link) (https://www.ird.govt.nz/yoursituation-bus/starting/obligations/running-
puttingtaxaffairsright.html) — Inland Revenue

Do you have more questions about this?

Contact Inland Revenue customer service on 0800 775 247 or visit their page on Starting a business (external link)
(https://www.ird.govt.nz/yoursituation-bus/starting/).

Rating form

Did you find this information helpful?

Rate this

 1 Star
 2 Star
 3 Star
 4 Star
 5 Star

Additional comments

Submit

Related content

More  More

Quiz: Tax 101

2/3

https://www.ird.govt.nz/yoursituation-bus/starting/
https://www.ird.govt.nz/tool-for-business/manage-tax/tax-responsibilities/
https://www.ird.govt.nz/tool-for-business/gst/registering/
http://www.business.govt.nz/starting-a-business/
https://www.ird.govt.nz/yoursituation-bus/starting/obligations/running-puttingtaxaffairsright.html
https://www.ird.govt.nz/yoursituation-bus/starting/


(/tax-and-accounting/tax-when-you-have-employees/payroll-deductions/#e5140)

Test yourself on tax basics, from GST to tax forms, plus how to handle PAYE and KiwiSaver.

(/tax-and-accounting/tax-when-you-have-employees/payroll-deductions/#e5140)
Start the quiz
(/tax-and-accounting/tax-when-you-have-employees/payroll-deductions/#e5140)

Ten-step guide to starting a business

(/getting-started/taking-the-first-steps/10-step-guide-to-starting-a-business/)
(/getting-started/taking-the-first-steps/10-step-guide-to-starting-a-business/)
Check it out
(/getting-started/taking-the-first-steps/10-step-guide-to-starting-a-business/)

Support for Small Business booklet

(/assets/Uploads/Documents/Small-business-booklet.pdf)

This resource helps small businesses navigate the support that government offers.

(/assets/Uploads/Documents/Small-business-booklet.pdf)
Download booklet [PDF, 5.1 MB]
(/assets/Uploads/Documents/Small-business-booklet.pdf)

Start-up business plan

(/assets/Uploads/Documents/Businessplantemplate.docx)

Use this template to help write a great plan for your new business.

(/assets/Uploads/Documents/Businessplantemplate.docx)
Download the template [DOCX, 210 KB]
(/assets/Uploads/Documents/Businessplantemplate.docx)
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