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POLICY AND STRATEGY 

Tax policy report: Potential tax base maintenance measures  

Date: 23 August 2018  Priority: High 
Security Level: Report No: T2018/2373 

IR2018/579 

Action sought 

 Action Sought Deadline 

Minister of Finance Note contents and discuss with 
officials 

None 

Minister of Revenue Note contents and discuss with 
officials 

None 

Contact for telephone discussion (if required) 

Name Position Telephone 

Matt Cowan Team Leader (wk) (Mob) 

 Senior Policy Advisor (wk) (Mob) 

Nigel Mehta-Wilson Programme Manager (wk)  (Mob) 
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23 August 2018 
 
Minister of Finance 
Minister of Revenue 
 

Potential tax base maintenance measures 

Executive summary 

1. This report provides you with initial advice on potential tax base maintenance measures, to help 
inform your thinking on the tax policy work programme. The current work programme was published 
in May 2018, and we intend to report to you in October with an update on its progress, after the Tax 
Working Group has published its interim report in September, and ahead of preparation for Budget 
2019.. 
 
2. The purpose of this report is to outline a list of tax base maintenance issues.   
 
3. The report does not purport to contain detailed analysis and description of each measure.  Rather 
it seeks to inform Ministers of the potential range of measures and make some comment on their 
attributes so that Ministers can discuss which measures they want to further consider.  More analysis 
would be required before decisions should be made.   
 
4. Appendix 1 contains a table which summarises all items.  Appendix 2 provides a narrative for 
the largest items (with a fiscal saving of more than $20 million per annum).  Should you require, 
officials can report to you in more detail on these matters.  
 
5. Only some of the proposed measures in the attached Appendices are on the existing tax policy 
work programme.  Given the full commitment of existing resources to the current work programme, 
adopting any new measures would require a reprioritisation of policy resources.   
 
6. We recommend you meet with officials to discuss the contents of this report once you have had 
time to consider it.   
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Recommended action 

We recommend that you: 
 
(a) Note this report and discuss it with officials. 

 
Noted Noted 
 
 
 
 
 
 
Matt Cowan Nigel Mehta-Wilson 
Team Leader Programme Manager 
Tax Strategy Policy and Strategy 
The Treasury Inland Revenue 
 
 
 
 
 
 
Hon Grant Robertson Hon Stuart Nash 
Minister of Finance Minister of Revenue 
       /       /2018        /       /2018 
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Background 

7. It is important to regularly consider potential measures to maintain the tax base and the integrity 
and coherence of the tax system in order to ensure that it is effective in the longer term.   
 
8. The purpose of this report is to outline a list of potential options for tax base maintenance to 
support your thinking about refining the tax policy work programme when we report to you on work 
programme progress in October.  Other considerations will include potential policy projects that may 
emerge from the advice of the Tax Working Group and any work necessary to prepare for Budget 
2019. 
 
9. This report does not contain detailed analysis of each specific item discussed in it nor have we 
specifically assessed each item against Government priorities.  Rather it sets out to inform at a high 
level what measures might be considered and provides some discussion about each one.  This is to 
allow Ministers to indicate which ideas they believe may be worthy of further investigation. 
 
10. This report does not identify policy changes outside of income tax and GST changes that would 
have the effect of expanding the tax base (e.g., changes to alcohol excise, duty free allowances, or the 
waste disposal levy). These taxes are implemented for different public policy reasons to base 
maintenance measures. Further advice could be provided if of interest.    
 
11. We have not identified significant new compliance activities as we believe that the measures 
we are introducing following the Budget 2018 investment in Inland Revenue to increase taxpayer 
compliance will address the most immediate opportunities.  
 

Base maintenance  
 
12. The table in Appendix 1 provides a full summary of all base maintenance opportunities that 
have been identified by tax policy officials as being risks for the tax base, or that might constitute 
potential opportunities for making coherent improvements to the existing tax system.  The table 
categorises all items under five headings: 
 

• Enhance / tighten GST rules 

 
13. Appendix 2 outlines in more detail seven specific areas in Appendix 1 that are significant (with 
a fiscal saving of more than $20 million per annum).  The seven specific areas are: 
 

• Apply 15% GST to telecommunications international “roaming” services (currently zero-
rated) $20m-$25m pa 

[33]

[33]

[33]

[33]
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14. We consider that all of these measures have merit from an efficiency, fairness or 
compliance/administrative costs perspective, and we have commented briefly on these aspects.  

Prioritisation of items 

15. Most of these items have not been assigned a place on the current tax policy work programme 
because of resource constraints.  Given the full commitment of existing resources to the current work 
programme, adoption of new measures would require a reprioritisation of policy resources – that is, 
some of the current measures that we are working on would need to be put on hold.   
 
16. We also note the need to respond to the Tax Working Group’s recommendations and this has 
the potential to draw on much of our policy resource. 
 
17. Accordingly, we recommend that these items should be considered against the existing tax 
policy work programme. 

Operational impacts 

18. We will need to identify in more detail the organisation and technology implications of any 
measures that you would like to be further explored.  In a next stage of advice we will include any 
trade offs that may need to be considered given the timing of the roll out of Inland Revenue’s business 
transformation and our capacity for policy development, legislative drafting and implementation.  

Application dates 

19. The potential application dates for most of the items identified could be from the 2020-2021 
income year.  This assumes that: 

• the tax policy work programme  is reprioritised so that officials work on one or more of the 
base maintenance items in this report instead of items that are currently on the work 
programme; and 

• the policy development work for the base maintenance initiative(s) begins in the near future.   
 
20. We anticipate that in order for revenue from these decisions to be considered for inclusion in 
Budget 2019, final policy decisions on the new initiatives would need to be made by early April 2019 
as this is when Cabinet will need to agree to the final Budget package (based on 2018 timeframes).  
This may limit the opportunity to undertake consultation. 

Next steps 

21. When Ministers have had time to consider these measures, we recommend you meet with 
officials with a view to determining which, if any, measures you would like further information and 
advice on. 

[33]
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Appendix 1 
Summary of base maintenance opportunities 

 
 

 Item Fiscal size Earliest  
application 

Who is affected? Narrative 
in Appx 2 
(>$20m) 

  

[33]
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(>$20m) 
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 Item Fiscal size Earliest  
application 

Who is affected? Narrative 
in Appx 2 
(>$20m) 

4 Enhance / tighten GST rules     
4a Apply 15% GST to telecommunications international “roaming” services (currently zero-rated). 

We have special GST rules for telecommunications supplies.  For roaming services the rules zero-rate both 
inbound and outbound services. This means that if a NZ resident with an NZ telco supplier roams with their cell 
phone offshore or if a non-resident with a foreign telco supplier roams in NZ neither supply of telco services is 
subject to 15% GST.   
 
There is a good case for expanding the new remote services rules so they also apply to telco roaming services 
supplied to an NZ resident roaming offshore.  This would align our GST rules for telecommunication services with 
those in other jurisdictions (apart from Australia which zero-rates roaming services). 

$20m-$25m 
per annum 

2020-21 Telcos / cell phone 
customers 

Yes 

  

[33]
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 Item Fiscal size Earliest  
application 

Who is affected? Narrative 
in Appx 2 
(>$20m) 
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 Item Fiscal size Earliest  
application 

Who is affected? Narrative 
in Appx 2 
(>$20m) 
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Appendix 2 
 

Base maintenance opportunities 
 
 
22. This appendix explains proposals with an estimated fiscal effect exceeding $20 million 
per annum.  It provides officials’ initial views as to the fiscal effect and outlines the potential 
impact, consequences and implementation considerations.  A table summarising these and all 
other items is in Appendix 1.   
 
[33]
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Item 4(a): GST - Apply 15% GST to Telecommunications international “roaming” 
services (currently zero-rated)  
 
Background 
 
48. We have special GST rules for telecommunications supplies.  For roaming services the 
rules zero-rate both inbound and outbound services.  This means that if a New Zealand resident 
with an NZ telco supplier roams with their cell phone offshore or if a non-resident with a foreign 
telco supplier roams in NZ neither supply of telco services is subject to 15% GST.   
 
Broad proposal 
 
49. When New Zealand applied GST to remote services (such as digital services and 
downloads) in 2016 we introduced a new “place of supply” rule based on the principle that 
supplies of remote services to New Zealand residents should be subject to GST regardless of 
the place in which the service is used. For example, if a New Zealand resident travels on a short 
trip to Australia and purchases some digital services while they are in Australia, those services 
will be subject to GST in New Zealand. 
 
50. However, this new rule does not apply to telecommunication roaming services which are 
still zero-rated.  
 
51. There is a good case for expanding the new remote services rules so they also apply to 
telco roaming services supplied to a New Zealand resident roaming offshore.  This would align 
our GST rules for telecommunication services with those in other jurisdictions (apart from 
Australia which zero-rates roaming services).   
 
Estimated fiscal effect 
 
52. In 2016 the estimated revenue increase was around $25m per annum. Total revenues from 
roaming services have probably grown since then (as more New Zealanders are travelling 
overseas and data usage is increasing but roaming fees have decreased).   
 
Who is affected, consequences and implementation considerations 
 
53. The proposed change would require telecommunications providers who are registered for 
GST in New Zealand to charge 15% GST on the roaming services they provide to their New 
Zealand customers who are travelling overseas.  
 
54. The price charged for roaming services is likely to increase. The increased roaming fees 
may make it more attractive for New Zealand customers to use offshore telecommunications 
providers.  
 
Potential implications for integrity, efficiency, fairness and costs of administration and 
compliance 
 
55. The proposed change would increase efficiency and fairness as it would treat 
telecommunications roaming services the same as other types of remote services. 

 [33]
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