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Impact Summary: GST on 
telecommunications services 
 
Section 1: General information 
Purpose 
Inland Revenue is solely responsible for the analysis and advice set out in this Regulatory 
Impact Statement, except as otherwise explicitly indicated.  This analysis and advice has 
been produced for the purpose of informing key policy decisions to be taken by Cabinet. 

 

Key Limitations or Constraints on Analysis 
 
Consultation and testing 
No consultation has been undertaken with external stakeholders yet. This issue is being 
considered for inclusion in Budget 2019. Therefore, we cannot consult with external 
stakeholders until after Ministers have announced the proposed option. Consultation is 
planned with stakeholders on the design of the proposed option. Consultation will be 
important for estimating the compliance costs and identifying any other potential impacts of 
the proposed approach. 
 
Assumptions underpinning impact analysis 
The revenue estimates have been based on mobile telecommunications suppliers’ GST 
returns and an assumption about the percentage of their zero-rated supplies that are 
roaming services. This assumption has been provided by an Inland Revenue compliance 
manager for a major mobile telecommunications supplier. The accuracy of this assumption is 
uncertain. Consultation may help in determining the validity of this assumption. 

Responsible Manager (signature and date): 
 

 

 

Chris Gillion 
Policy Manager 
Policy and Strategy 
Inland Revenue 
28 February 2019 
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Section 2:  Problem definition and objectives 
2.1   What is the policy problem or opportunity?  
 
Current GST rules for telecommunications services 
In 2003 special GST rules were introduced for taxing supplies of telecommunications 
services.  
 
When these special rules were introduced in 2003 the place where the service was initiated 
was considered the best proxy for determining the place of consumption. However, New 
Zealand’s approach to applying GST to telecommunications services is now out of date and 
inconsistent with international best practice. The VAT/GST guidelines developed by the 
OECD recommend taxing these services based on the consumer’s usual place of residence 
and many other countries (with the notable exception of Australia) adopt approaches 
consistent with these guidelines for applying GST/VAT to telecommunications services. 
 
Problem 
New Zealand’s telecommunications rules are not aligned with international best practice as 
outlined in the OECD guidelines. This could give rise to potential double non-taxation and 
double taxation issues. Outbound roaming services supplied to New Zealand-resident 
consumers temporarily offshore may not be taxed in any country (double non-taxation). On 
the other hand, inbound roaming services received by a non-resident in New Zealand could 
possibly be subject to tax in both New Zealand and in the country where the consumer is 
usually resident (double taxation). However, a special registration rule for non-resident 
telecommunications suppliers means they are not required to register if their only taxable 
supplies are of telecommunications services to non-residents physically in New Zealand.1 
This means in practice double taxation is unlikely to occur. 
 
Further, the nature of telecommunications services has changed significantly since the 
special GST rules were introduced in 2003. The lines between telecommunications services 
and content are now blurred and services that were once separate are now supplied together 
over data-based networks. 
 
It does not make sense when these services are now so interconnected, for the supply of 
digital content to be treated differently from the telecommunications services through which 
the content is able to be provided or delivered. The current rules mean that a New Zealand 
resident would, for example, be charged GST on music that she has downloaded while 
overseas, but no GST would be charged on the roaming services that she has used to 
download the music. 
 
The special rules for telecommunications services use the location of the person who 
initiates the supply from a telecommunications supplier as a proxy for determining the place 
of consumption of these services. It is not always clear who has initiated a supply of 
telecommunications services. This “initiator” test is unique to New Zealand’s GST system 
and, in addition to not being aligned with international best practice, may not provide 
sufficient certainty. 
 

                                                
1 Section 51(1)(e) of the GST Act 
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2.2    Who is affected and how?  
The affected parties are suppliers of telecommunications services and the consumers of 
these services. Telecommunications suppliers will be affected as the proposed options would 
impact on the GST treatment of some of their supplies (principally mobile roaming services). 
This mainly affects the six providers of mobile services to New Zealand residents. 
Consumers of telecommunications services will be affected as the price they pay for mobile 
roaming services may increase depending on whether suppliers pass on the full GST cost, or 
alter their pricing strategies. Changes to mobile roaming fees could affect the three million 
New Zealand residents who travel overseas each year. 
 

2.3   Are there any constraints on the scope for decision making?  
Due to the constraints of Budget secrecy we have been unable to consult with industry yet. 
Therefore, we are unable to consider any additional options stakeholders may have raised 
before seeking a Cabinet decision on the proposal. 
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Section 3:  Options identification 
3.1   What options have been considered?  
The following criteria have been used to assess the options: 

• Coherence: As much as possible the option should be aligned with New Zealand’s 
wider GST system and international best practice as outlined in the OECD VAT/GST 
guidelines. This minimises any potential double taxation and double non-taxation 
issues. 

• Neutrality: The option should provide neutrality in GST treatment between similar 
services. 

• Certainty: The option should provide certainty as to the GST treatment of a particular 
service. 

• Compliance costs – The option should minimise compliance costs for 
telecommunications suppliers. 

Option 1: Status quo 

Under the status quo the place of consumption for telecommunications services would 
continue to be determined by the location of the person who initiates the supply from the 
telecommunications supplier. This option is not consistent with international best practice as 
outlined in the OECD VAT/GST guidelines. It is also not consistent with New Zealand’s wider 
GST system which uses residency as a proxy for place of consumption of remote services. 

Furthermore, the status quo is not neutral as telecommunications services are treated 
differently from other remote services. For example, the place of consumption for a digital 
download a person receives to their phone will be determined by the residency of the 
consumer, but the place of consumption for the telecommunications services they use to 
receive the download will be determined by the consumer’s physical location. 

It can also be unclear in some situations who is initiating a supply of telecommunications 
services and where that person is located as the person initiating the supply may be a 
different person from the recipient of the supply.  

Option 2: Repeal the special telecommunications rules (proposed option) 

Under this option, the special rules for telecommunications services currently in the GST Act 
would be mostly repealed. Repealing the telecommunications services rules would mean that 
telecommunications services would generally be treated as remote services. As such, their 
place of consumption would be determined by the residency of the recipient of the services. 
This means that telecommunications services supplied to New Zealand-resident consumers 
would be subject to GST regardless of the location of the consumer. Conversely, 
telecommunications services supplied to non-resident consumers would not be subject to 
GST. 

The proposals under this option would not change the GST treatment of most 
telecommunications services. However, outbound roaming services received by New 
Zealand residents overseas would become subject to GST at 15 percent, and 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 due to 
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the special GST-registration rule for non-resident telecommunications suppliers discussed 
above. 

The issues paper “GST on telecommunications services” discusses option 2 in more detail. 
Subject to Cabinet approval of the proposed option this issues paper would be released to 
consult on the detailed design of the option. 

Pros and cons 

This option would align New Zealand’s GST rules for telecommunications services with 
international best practice as outlined in the OECD’s guidelines. This would therefore reduce 
the potential for mobile roaming services to be subject to double taxation or double non-
taxation. 

Whilst this option would align New Zealand’s rules for telecommunications services with 
international best practice, it would mean New Zealand’s rules would no longer be aligned 
with Australia’s. However, under Australia’s rules both outbound and inbound roaming are 
effectively not subject to GST. Therefore, there are no double taxation concerns arising from 
applying New Zealand GST to outbound roaming services received by New Zealand 
residents in Australia. Double non-taxation of inbound roaming services supplied to 
Australian residents in New Zealand would occur under this option. However, this already 
occurs due to the special GST-registration rule for non-resident telecommunications 
suppliers discussed above. 

Aligning the GST treatment of most telecommunications services with the treatment of 
remote services would also increase the coherence of New Zealand’s GST system and 
increase tax neutrality. Treating telecommunications services as remote services would 
ensure both content and the telecommunication service used to deliver that content are 
subject to GST in the same manner. 

Repealing the telecommunication rules in the GST Act should also increase certainty as to 
the treatment of telecommunications services as the current “initiator” test would be 
removed. 

This option would result in a one-off compliance costs for telecommunications suppliers in 
complying with the change. However, on-going compliance costs should be comparable to 
the status quo.  

Option 3: Status quo for most telecommunications services but apply GST to roaming 
services on a residency basis 

Under this option the status quo would continue to apply to most telecommunications 
services. However, mobile roaming services would be treated as remote services and 
subject to GST in the consumer’s usual place of residency. 

Like the status quo, this option would not be consistent with international best practice for 
most telecommunications services. However, treating mobile roaming services as remote 
services would reduce the potential for double-taxation and double-non-taxation. 

This option would be less tax neutral than the status quo as roaming services would be 
treated differently from other telecommunications services. 

For telecommunications services other than roaming services, this option would continue to 
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lack certainty as it would maintain the “initiator” test for determining the place of consumption 
of these services. 

This option would result in a one-off compliance costs for telecommunications suppliers in 
complying with the change. However, on-going compliance costs should be comparable to 
the status quo. 

Comparison of options relative to status quo 

 Option 2 (repeal the special rules for 
telecommunications services) 

Option 3 (Status quo, but use 
residency for place of consumption 

of roaming) 

Coherence ++ (aligns with international best 
practice and wider GST system) 

+ (reduces potential for double-taxation 
or non-taxation but still not aligned with 

international best practice) 

Neutrality + (aligns treatment of 
telecommunications services with other 

remote services) 

- (treats roaming services differently 
from other telecommunications 

services) 

Certainty + (removes uncertainty created by New 
Zealand’s “initiator” test) 

0 

Compliance 
Costs 

- (One-off costs of complying, on-going 
costs comparable to status quo) 

- (One-off costs of complying, on-going 
costs comparable to status quo) 

Overall 
assessment 

++ + 

 

 

3.2   Which of these options is the proposed approach?   
 
The proposed approach is to repeal the special GST rules for telecommunications services 
(option 2). Most telecommunications services would then be treated as remote services. 
However, for specific telecommunications services the place of consumption would be 
determined by the location of the recipient rather than their residency if, to receive the 
services the consumer needs to be in a specific location. 
 
This is the proposed approach as it will best align New Zealand’s GST rules with 
international best practice as outlined by the OECD’s VAT/GST guidelines. This reduces the 
potential for double taxation or double non-taxation of cross-border telecommunications 
services. Furthermore, this option would increase tax neutrality by ensuring that 
telecommunications services are treated consistently with other remote services. This option 
would also remove the uncertainty created through New Zealand’s current “initiator” test for 
determining the place of consumption of telecommunications services. 
 
The proposed approach is generally aligned with the Government’s expectations for the 
design of regulatory systems. However, affected parties have not been given appropriate 
opportunities to comment on the proposal before it is formally proposed. 
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Section 4:  Impact Analysis (Proposed approach) 
4.1   Summary table of costs and benefits 
 

 

Affected parties  Comment:  Impact 
 

Additional costs of proposed approach, compared to taking no action 
Regulated parties 
(suppliers) 

One-off compliance costs in complying 
with the change in GST treatment of 
telecommunications services. 
Consultation will be important for 
understanding the costs to 
telecommunications suppliers. 

Low 

Regulators 
(Inland Revenue) 

Administration costs of proposed 
approach are comparable to the status 
quo. 

Low 

Wider 
government 

None None 

Other parties 
(consumers) 

Potential increase in the costs of 
outbound roaming services supplied to 
New Zealand residents whilst outside 
New Zealand. Whether the costs of 
roaming increase depends on whether 
and to what extent suppliers pass the 
GST cost onto consumers or alter their 
pricing strategies. 

Low  
(up to $26m per annum if 
suppliers increase their 
roaming prices to fully 
recover the GST. This cost 
would be spread over 3m 
New Zealand residents 
who travel overseas each 
year)   

Total Monetised 
Cost 

 $26m per annum  

Non-monetised 
costs  

 Low 

Expected benefits of proposed approach, compared to taking no action 
Regulated parties 
(suppliers) 

None None 

Regulators 
(Inland Revenue) 

None None 

Wider 
government 

Increase in GST revenue. The revenue 
estimates have been based on GST 
information and an assumption of the 
percentage of telecommunications 
supplier’s zero-rated supplies that relate 
to roaming. 

$26 million per annum  

Other parties 
(consumers) 

None None 

Total Monetised  
Benefit 

 $26 million per annum  

Non-monetised 
benefits 

 Low 
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4.2   What other impacts is this approach likely to have? 
We do not anticipate the proposed approach would have any other impacts. Consultation will 
be important for identifying any other potential impacts of the proposed approach. 

 
Section 5:  Stakeholder views  
5.1   What do stakeholders think about the problem and the proposed solution?  
 
Telecommunications suppliers have not yet been consulted on the proposed changes. 
However, it is anticipated that they will oppose the proposed option as it would result in 
outbound roaming services being subject to GST at the standard rate of 15 percent. 
 
Resident telecommunication suppliers may also argue that New Zealand’s GST rules for 
telecommunication services should be aligned with Australia’s and that we should not move 
to change the rules until Australia changes theirs. However, as noted earlier, our approach to 
telecommunication services (and Australia’s) are general outliers and are out-of-step with 
best practice and international consensus. 
 
The discussion document “GST: Cross-border services, intangibles and goods” was released 
in 2015 and consulted on the proposed rules for applying GST to remote services which 
came into effect on 1 October 2016. The discussion document did not explicitly state whether 
the proposed rules would apply to telecommunications services but did state that existing 
zero-rating provisions applying to resident suppliers would be maintained. Spark, Vodafone 
and the Corporate Taxpayers Group as part of their wider submissions all recommended that 
the proposals not apply to telecommunications services. The Government at the time 
decided to exclude telecommunications services from the scope of the remote services rules. 
 
Subject to Cabinet approval we intend to release an issues paper consulting on the technical 
details of the proposed option. Consultation will be important for understanding how the 
proposed approach will affect stakeholders and ensuring there are no unintended 
consequences. 
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Section 6:  Implementation and operation  
6.1   How will the new arrangements be given effect? 
 
Following Cabinet approval of the proposed approach an issues paper will be released. 
The issues paper will not consult on whether the proposed changes should go ahead, but 
on the technical details of the proposed approach. Consultation will be important for 
understanding how the proposed approach will affect stakeholders and ensuring there are 
no unintended consequences. 
 
After consultation, the necessary amendments to the Goods and Services Tax Act 1985 
will be included in an omnibus tax bill currently scheduled for introduction in November 
2019. It is intended that the proposals apply to supplies of telecommunications services 
from 1 October 2020. 
 
Inland Revenue will be responsible for the on-going administration of the new 
arrangements. Inland Revenue officials have assessed the magnitude of these 
administrative impacts and consider that they would be comparable to the status quo. 
 
Guidance on how the proposed approach would work would be provided in bill 
commentary published at introduction of the legislation and a Tax Information Bulletin 
published after enactment. 

 
Section 7:  Monitoring, evaluation and review 
7.1   How will the impact of the new arrangements be monitored? 
Inland Revenue will monitor the outcomes to confirm that they match the policy objectives.  
 
Monitoring the impact of the new arrangements will be done through consultation with 
telecommunications suppliers and other relevant stakeholders. 

 

7.2   When and how will the new arrangements be reviewed?  
Officials from Inland Revenue expect that, once the proposals are enacted, affected 
telecommunications suppliers and their tax advisors will raise with them any concerns they 
have with how the rules are working in practice. Any necessary changes identified as a 
result would be recommended for addition to the Government's tax policy work 
programme. 
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