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Information Withheld 
Some information in this document has been withheld under one or more of the sections of the Official Information Act 1982.  

Key to sections of the Official Information Act 1982 under which information has been 
withheld: 
Good reasons for withholding the information exist, as the making available of that information would be likely 
to: 

[1] prejudice the security or defence of New Zealand or the international relations of the Government 
of New Zealand 

6(a) 

[4] prejudice the maintenance of the law, including the prevention, investigation, and detection of 
offences, and the right to a fair trial 

6(c) 

[23] damage seriously the economy of New Zealand by disclosing prematurely decisions to change or 
continue government economic or financial policies relating to the entering into of overseas trade 
agreements. 

6(e)(vi) 

Withholding the information is necessary for the following reasons and is not outweighed by other 
considerations, which make it desirable in the public interest to make it available: 

[25] to protect information where the making available of that information would be likely unreasonably 
to prejudice the commercial position of the person who supplied or who is the subject of the 
information 

9(2)(b)(ii) 

[31] to maintain the constitutional conventions for the time being which protect collective and individual 
ministerial responsibility 

9(2)(f)(ii) 

[33] to maintain the constitutional conventions for the time being which protect the confidentiality of 
advice tendered by Ministers of the Crown and officials 

9(2)(f)(iv) 

[34] to maintain the effective conduct of public affairs through the free and frank expression of opinions 
by or between or to Ministers of the Crown or members of an organisation or officers and 
employees of any department or organisation in the course of their duty 

9(2)(g)(i) 

[37] to enable a Minister of the Crown or any department or organisation holding the information to 
carry out, without prejudice or disadvantage, negotiations (including commercial or industrial 
negotiations) 

9(2)(i) 

[38] to enable a Minister of the Crown or any department or organisation holding the information to 
carry on, without prejudice or disadvantage, negotiations (including commercial or industrial 
negotiations) 

9(2)(j) 

[39] to prevent the disclosure or use of official information for improper gain or improper advantage 9(2)(k) 
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Budget 2019: GST and telecommunications services – Cabinet paper and draft 
issues paper 

Date: 28 February 2019 Priority: Medium 

Security level: Sensitive - Budget  Report number: [IR2019/105] 
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Action sought 

 Action sought Deadline 

Minister of Finance Agree to recommendations 10am, Thursday 28 
March 2019 

 

Minister of Revenue Agree to recommendations 

Lodge the Cabinet paper in CabNet 

10am, Thursday 28 
March 2019 

 

Contact for telephone discussion (if required) 

Name Position Telephone 

Chris Gillion Policy Manager, Policy and 
Strategy, Inland Revenue 

 

 

 Analyst, Tax Strategy, The 
Treasury 
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28 February 2019 
 
Minister of Finance 
Minister of Revenue 

Budget 2019: GST and telecommunications services – Cabinet paper and 
draft issues paper 

Purpose of report 

1. This report attaches for your consideration, a copy of a draft Cabinet paper, an 
officials’ issues paper, and a regulatory impact assessment (RIA) on the GST and 
telecommunications services initiative for inclusion in Budget 2019.   

Background 

2. On 6 December 2018, we reported on and you subsequently agreed to the scope 
and timeline of the GST and telecommunications services initiative for Budget 2019 
(IR2018/761; T2018/3413 refers).  You agreed that: 

• the special rules in the Goods and Services Tax Act 1985 for supplies of 
telecommunications services be repealed; 

• the GST treatment of telecommunications services would be aligned with the 
treatment of other remote services so that GST would generally apply based on 
the residency of the consumer instead of the physical location of the consumer 
initiating the service; 

• the current treatment for supplies of business-to-business telecommunications 
services be retained to ensure that GST is a neutral cost to businesses; and 

• the changes apply from 1 October 2020 

3. For most telecommunications services, the proposed approach of taxing these 
services based on the consumer’s residency would not change whether they are 
subject to GST.  Telecommunications services currently initiated in New Zealand by 
a New Zealand resident would continue to be subject to GST, and services initiated 
outside New Zealand by a non-resident would remain zero-rated (subject to GST at 
a rate of zero per cent).   

4. However, as noted in our previous report to you, one of the main effects of the 
proposed changes would be that outbound mobile roaming services supplied to New 
Zealand residents who are offshore would be subject to New Zealand GST at the 
standard rate of 15 per cent (these services are currently zero-rated), while inbound 
roaming services received by non-residents in New Zealand would no longer be 
subject to GST. Not applying GST to inbound roaming services would not have a 
revenue cost as a special GST-registration rule for non-resident telecommunications 
suppliers means they are not required to register if their only supplies in New 
Zealand are inbound roaming services.   

Refinements to the proposal 

5. Since we last reported to you, we have worked through the details of the proposals 
and have refined them.  The key refinements to the proposals that were not included 
in the previous report relate to: 
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Local SIM cards, phones and portable mobile routers 
 
6. It is a common practice for tourists travelling overseas to purchase local SIM cards, 

use a local mobile phone or a portable mobile router (such as pocket wi-fi) of the 
country they are travelling in order to avoid paying international roaming charges.  
Under the proposed approach, these services should be subject to GST/VAT based 
on the residency of the consumer even if they are using a local SIM card or phone.   

7. However, it can be argued that the place of consumption for these services should 
be the consumer’s physical location and not their residency as, to receive the “non-
roaming” mobile telecommunications services, the consumer using a local SIM card 
needs to be in the country associated with that SIM card.  Further, it is likely to be 
difficult in practice for telecommunications suppliers to charge the correct 
jurisdictions’ GST or VAT when a tourist is using these services – it would require 
the suppliers to determine, in every situation, the residency of the person using 
that SIM card, phone or portable mobile router while they are travelling overseas.  

8. We therefore propose a special rule for these mobile telecommunications services 
which would mean that the residency of the consumer using these services would 
be determined solely by the country code of the SIM card they are using to receive 
those services.  This would mean, for example, that the mobile telecommunications 
services a tourist receives through using a local New Zealand SIM card would be 
subject to GST.  Equally, the mobile telecommunications services a New Zealand 
resident receives through a foreign SIM card overseas would not be subject to GST. 

Specific supplies of telecommunications services  
 
9. While the residency of the consumer is broadly accepted internationally as the most 

appropriate proxy for determining the place of consumption for remote services 
(including telecommunications services), there are certain telecommunications 
services where this proxy would not be appropriate.  These services require the 
recipient of the services to be in a specific location to receive them – for example, 
making a call from a telephone booth or using a paid internet service at a hotel.  
For these specific services, the OECD guidelines note that the actual location of the 
consumer may be a more appropriate proxy for determining the place of 
consumption than a residency-based test.   

10. We therefore propose that regardless of the residency of the recipient (consumer), 
a supply of these specific telecommunications services would be subject to GST at 
15 per cent if it is supplied by a resident and requires the recipient to receive the 
services at a specific place in New Zealand.  Conversely, a supply of 
telecommunications services would not be subject to GST (or would be zero-rated) 
if the supply requires the recipient to receive the services at a specific location 
outside New Zealand. 

Examples 
Chris, an Australian tourist on holiday in New Zealand, uses a telephone booth in Auckland to make a 
call.  Chris is charged 15 per cent GST as he needs to be at the phone booth to receive the service. 
 
Jo, a New Zealand resident on holiday in Australia, pays to use her hotel’s wi-fi service.  Despite being 
a New Zealand resident, the supply of wi-fi is not subject to New Zealand GST as Jo needs to be at the 
Australian hotel to receive the service. 
 

11. This approach generally aligns with the current GST treatment of these 
telecommunications supplies and would replace the existing test based on the 
location of the person initiating the supply, which is out-of-date and inconsistent 
with international best practice. 
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Financial implications   

12. We have finalised the revenue estimates for this proposed measure.  Assuming a 1 
October 2020 application date, the proposals in this paper would give rise to GST 
revenue of $19.5 million in 2020/21, rising to $26 million per annum in 2021/22 
and outyears. The revenue estimates assume that approximately 85% of 
telecommunications companies’ zero-rated supplies are roaming services. The 
estimated additional revenue can be shown as follows:  

 $m – increase/(decrease) 
Vote Revenue 
Minister of Revenue 2018/19 2019/20 2020/21 2021/22 

2022/23 
& out 
years 

Crown Revenue and 
Receipts:  
GST Revenue:  

 
- 

 
- 

 
19.500 

 
26.000 

 
26.000 

 

13. These revenue estimates are approximate and do not factor in any behavioural 
responses to the proposed GST amendment. 

Proactive Release 

14. The Cabinet paper will be released as part of the proactive release of documents for 
Budget 2019. 

Next steps 

15. The Cabinet paper asks the Cabinet Economic and Development Committee (DEV) 
to agree that these GST changes to telecommunications services be announced as 
part of Budget 2019.  The issues paper provides technical details of the proposed 
changes and is intended to be released alongside Budget 2019 announcements.   
Subject to your agreement, a finalised Cabinet paper (and associated issues paper 
and RIA) needs to be lodged in CabNet by 10am Thursday 28 March 2019 so that 
it can be considered by the DEV Committee on Wednesday 3 April 2019. 
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Recommended action 

We recommend that you: 

(a) Note the contents of this report, the attached Cabinet paper, the draft officials’ 
issues paper and the regulatory impact assessment; 

Noted  Noted  

(b) Note that the draft issues paper is still subject to minor editorial changes; 

Noted Noted 

(c) Approve the contents of the Cabinet paper and the substantive contents of the 
issues paper; 

Approved/Not Approved Approved/Not Approved 

(d) Lodge the attached Cabinet paper, draft issues paper and regulatory impact 
assessment in CabNet by 28 March 2019, for consideration by the Cabinet Economic 
Development Committee on 3 April 2019. 

Lodged   

 

 
 
Jordan Ward Chris Gillion 
Team Leader Policy Manager 
The Treasury Policy and Strategy, Inland Revenue 
 
 
 
 
 
Hon Grant Robertson Hon Stuart Nash 
Minister of Finance Minister of Revenue 
       /       /2019        /       /2019 
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