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[IN CONFIDENCE RELEASE EXTERNAL] 

I request the following under the Official Information Act 1982. I am eligible to make 

this request under s 12(1). I make it in my personal capacity, out of a longstanding 

interest in tax policy; it is not made on behalf of, and does not reflect the views of, 

my employer or any other organisation with which I am associated.  

 

 

 

 

 The request concerns the GST taxable period framework under 

ss 15 to 15E of the Goods and Services Tax Act 1985 and the associated compliance 

costs. The items below are indicative of my interest, not an exhaustive limit on it; I 

would welcome any related material the Department holds. 

1. The number of GST-registered persons by taxable period (one-, two- and six-

monthly), for each of the last 10 years available, broken down by turnover band 

insofar as the Department's systems permit. 

2. The number of GST returns filed annually, disaggregated by taxable period, over 

the same period. 

3. Any research, surveys, estimates or analysis the Department holds on the 

compliance costs (in time or money) incurred by registered persons in preparing and 

filing GST returns, including any breakdown by filing frequency, business size or 

turnover band, and any externally commissioned research. 

4. Any papers, briefings, officials' reports, Regulatory Impact Statements, Cabinet 

papers or policy analysis, historical or current, on the GST filing frequency framework 

— including the taxable period thresholds, the rationale for tiering frequency by 

turnover, and any consideration of lengthening or shortening taxable periods (for 

example, two-monthly to three-monthly). This includes material associated with the 

2001 discussion document "GST: a review" and any later review of the taxable period 

rules. 

5. Any analysis on take-up of the six-monthly taxable period among eligible persons, 

and on the compliance, payment or debt outcomes of longer versus shorter filing 

cycles. 

6. Any analysis on the relationship between GST filing frequency or taxable period 

and GST debt formation, late payment, or the timing of payment relative to filing. 

7. Any material on the relationship between accounting software and gateway (direct-

from-software) filing and GST compliance, including the proportion of GST returns 

filed by that channel, and any work — under Business Transformation, Making Tax 

Simpler, or otherwise — on near-real-time or software-native GST reporting and 

electronic-filing requirements under ss 36 and 36BD of the Tax Administration Act 

1994. 

8. Any cost-benefit, fiscal or revenue-timing analysis held by the Department (or, to 

the extent held by it, by the Treasury) on altering the point at which GST is remitted 
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to the Crown, including the fiscal cost of GST being held longer under a lengthened 

filing cycle. 

9. Any analysis of comparable overseas GST/VAT filing frequency and thresholds (for 

example, the Australian BAS cycle or the UK's Making Tax Digital regime) the 

Department has prepared or relied upon in considering New Zealand's settings. 

10. Any consideration of compliance-behaviour-based or "trusted taxpayer" eligibility 

for filing concessions, so far as it touches GST taxable periods. For anything already 

published, a reference or link will suffice. I am content to receive the response by 

email and in whatever format is convenient, and ask that the Department release 

information progressively as it becomes available rather than holding the whole 

response to the final item. 

Thank you for your assistance. 

Yours faithfully,  
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Median compliance costs 

When it comes to internal costs, Income tax, Goods and Services tax (GST) and Pay as you Earn (PAYE) together 
account for 67% of the total FTE-time spent on tax compliance by all 264 respondents. The median internal 
cost for Income tax is 0.19 FTE, similar to the 0.18 FTE and 0.15 FTE for GST and PAYE respectively. Fringe 
Benefit tax (FBT) accounts for a further 12% of the total FTE time that all respondents spent on tax compliance, 
and the remainder is spread across the other taxes and the three social policies. 

For external costs, advice and services relating to Income tax accounts for 61% of all respondents’ external 
expenditure on tax compliance, and the median external expenditure for Income tax is $17,000. GST accounts 
for 10% of total external expenditure by respondents, while PAYE, FBT and Withholding taxes together account 
for 11%, and ‘other taxes’ account for 17%. External expenditure on the three social policies is negligible. 

1
 Transfer pricing is the setting of prices for the transfer of goods, services and intangibles between associated 

parties. www.ird.govt.nz/international/business/transfer-pricing/ 

Not in scope

Not in scope

Not in scope
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Survey respondents were asked to consider compliance as activities and interactions with IR to ensure that the 
business is paying the correct amount of tax and meeting its social policy obligations. Relevant tasks include 
record keeping and administration, calculations and payments, return filing and reconciliation, annual returns, 
dealing with IR and tax planning.  Respondents were asked to specifically exclude from their compliance 
considerations penalties and Use of Money Interest (UOMI), Local Authority rates, other regulatory costs (e.g. 
Companies Office, Reserve Bank, Statistics NZ, NZX) and other external financial reporting costs.  

Objectives 
The objectives of this report are to: 

1. Investigate Significant Enterprises’ tax compliance costs

2. Explore Significant Enterprises’ views on whether their tax compliance costs change over time

3. Explore Significant Enterprises’ views on what IR can do differently to reduce their tax compliance costs.

Method 
Prior to the survey, exploratory interviews were conducted with 14 IR staff and four representatives from the 
Significant Enterprises business community to provide input into the research design.  The survey design was 
tested with three Significant Enterprises.  

The survey was conducted online by IR’s Research Evaluation and Insight Unit (RE&I) between 14 and 29 
November 2017. This was a full coverage survey meaning that all Significant Enterprises that met the criteria 
were selected to participate in the survey. See Appendix 1 for a full sample description. 

There were 2,281 email invitations sent out, with three follow-up email reminders. In addition, the Corporate 
Taxpayer Group (CTG) promoted the survey in the CTG newsletter to their members. The survey achieved 264 
usable responses, a response rate of 11.6%.  The achieved sample included: 

 133 NZ-owned businesses (50.4%)

 90 Foreign-owned businesses (34.1%)

 41 Government agencies and public bodies (15.3%).

The terms NZ-owned and Foreign-owned businesses and Government agencies have been used at specific 
points in this report to highlight differences between these three types of Significant Enterprises. 

Financial data are often skewed by extreme values. For this reason, we have reported the results of financial 
information using medians, which are not unduly affected by extreme values. The data are not weighted as 
this was not a statistically generalizable study. 
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Table 2: Internal FTE compliance costs by tax type and social policy 

Median tax 
paid (NZ$) 

Percent 
involved in 

each tax 
(n=264) 

Median internal costs (FTE)*  
(includes respondents who did 

not incur internal costs) 

Proportion of 
total FTE for all 

respondents 

GST $2.1M 97% 0.18 23% 

Base: Respondents who filed or paid this particular tax type or social policy (i.e. 88% of the 264 respondents filed or paid Income tax, and 
this is the base for the Income tax row in this table).  
Note: As these are medians, the total FTEs do not equal the sum of the components. 

Source: Q9, Q9a-Q9e (tax paid), Q10, Q10a – Q10i, (FTE). 

Table 3 (overleaf) shows that Income tax accounts for the majority of external costs (NZ$), with other taxes 
incurring relatively little external costs. 

There are a few exceptions however, with some Significant Enterprises incurring large external costs (over 
$100,000) for specific taxes including Income tax, GST, PAYE, FBT and Withholding taxes.   

Interpreting the table 

The base for the calculation of ‘median external costs’ was all respondents with involvement in each tax type, 
regardless of whether or not they incurred external compliance costs. When more than half of respondents 
incurred zero external costs, the median was zero and is not presented. Table 3 also presents a second 
calculation of median external costs which includes only those respondents who incurred external costs. 

The final column of Table 3, ‘proportion of total expenses for all respondents’, was calculated by dividing the 
sum of all  respondents’ external costs for each tax type by the sum of all  respondents’ external costs for all 
taxes combined.  For example, Income tax accounted for 61% of all the external compliance costs reported by 
all respondents. The other taxes and social policies can be read the same way. 

Not in scope

Not in scope
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Table 3: External compliance costs (NZ$) by tax type and social policy 

Median 
tax paid 

(NZ$) 

Median external costs   
(including respondents who 
did not incur external costs) 

(A) 

Median external costs   
(excluding respondents who 
did not incur external costs) 

(B) Proportion of 
total external 
costs for all 
respondents Percent 

involved in 
each tax  

Median 
external costs 

(excluding 
missing 

values, NZ$) 

Percent 
incurring 
external 

costs 

Median external 
costs among 

those that incur 
this (NZ$)  

GST $2.1M 97% - 50% $3,300 10% 

Bases may vary as follows: (A) The number of respondents who filed or paid the tax and incurred external costs for a particular tax type, 
including zero dollars values. (B) The number of respondents who filed or paid the tax and incurred non-zero external cost for a particular 
tax type.  
Source: Q9, Q9a-Q9e (tax paid), Q12, Q13a-Q13i (external costs). 

Not in scope

Not in scope
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Psychological stress of tax compliance 

For each tax type, we asked respondents to rate their level of stress on a scale of 1 to 5 where 1 = very low 
stress and 5 = very high stress.  

Figure 2 shows that all but two of the taxes and social policies are rated as ‘low stress’ by at least 50% of 
respondents. The two exceptions are Income tax (29% rate this as low stress) and FBT (37%), which are the 
most stressful taxes.  

The high stress rating given to Income tax appears to be a function of complexity and penalties.  As one survey 
respondent put it: 

“Income tax is considered stressful due to the cost/penalties if you don't get provisional tax 
estimates correct, and the work involved to calculate tax correctly.” 

Turnover $100-300M, 50-99 staff, NZ-owned  

FBT is also considered by some to be complex and requiring ‘significant manual action’.  

Figure 2: Psychological stress by tax type and social policy 

Base: Respondents who provided a psychological stress rating for a particular tax type or social policy (excluding those who indicated ‘not 
applicable’ or ‘don’t know’). 
Source: Q16a-Q16h (stress). 

Mean stress ratings ranged from 2.0 for Student loans and Child support to 2.8 for FBT and 3.0 for Income tax 
(on a 1-5 scale, 1= very low stress, 5=very high stress).The overall mean psychological stress rating across all 
respondents and all tax types was 2.4. 
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GST compliance 

Table 5: GST compliance burden 

Tax paid (median) $2.1M 

Internal cost (median) 0.18 FTE 

External cost (median) - 

Percent who rated this as low stress 50% 

Base: (Tax paid and  costs) Respondents who filed or paid GST in the 2017 tax year. (Low psychological stress) Respondents who provided 
a psychological stress rating for GST (excluding those who indicated ‘not applicable’ or ‘don’t know’.  

GST differs from Income tax in that respondents handle the majority of their GST tax compliance internally. 

Not in scope



Significant Enterprises’ Tax Compliance Costs 2017 

16 
Inland Revenue | Te Tari Taake Classification:  

Over half of the Significant Enterprises filing and paying GST reported no external costs. Of those that did, 
costs ranged from less than $100 to $130,000 (median $3,300). Respondents reported very few one-off costs 
related to GST. 

Respondents generally commented on how the automation of GST makes it low stress. 

“GST / PAYE are system generated and only require checking.” 

Turnover $100-300M, 100-499 staff, NZ-owned  

Around one in five (17%) respondents believed that complying with GST was stressful (rating 4 and 5). For 
some, this was caused by concern over having to track and reconcile payments ‘moved between accounts’ 
(e.g. Income tax and GST) by IR without advising the business.  One respondent was also dissatisfied with IR’s 
recent changes to the GST process. 

“The new style GST return takes longer to complete, involves more steps to print and does 
not flow as logically as the old version did.” 

Turnover $30M-100M, 100-499 staff, NZ-owned 

Not in scope
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Introduction

This document has been produced to help IR understand the key issues relating to GST1. 

It presents the major GST insights and challenges identified in CIE’s published and 

unpublished reports in the last three to four years2. 

A secondary question was initially considered, namely; to determine what information 

needs to be regularly produced for managers regarding GST. After discussion between 

CIE and Policy, this question has been deferred until a later date. 

For ease of reading, this document has grouped the key GST insights and challenges as 

follows: 

1. GST in the context of business taxes

2. GST pain points for customers

3. GST compliance; characteristics, behaviour and attitudes

4. GST online filing functionality.

1. GST in the context of business taxes

Businesses regard GST as less complex than other taxes3,4. For instance: 

• The rationale for GST is easier to understand than that of other products such as

provisional tax or FBT.

• GST is a predictable tax obligation that customers regularly interact with, therefore

GST is the tax people feel most confident and positive about.

• GST is the least demanding tax once customers are used to the process.  The

regularity of interaction builds familiarity.

GST should not be considered in isolation from the other business taxes. Looking at GST 

in the context of other business taxes5: 

• New businesses can find it difficult getting to grips with all their tax obligations and

other business-related challenges, including GST.

• Due dates for GST can coincide with other taxes. Along with delays in refunds, this

can negatively impact cashflow.

• Businesses feel frustrated that the overall complexity of tax products forces them to

outsource their taxes (although GST is often the exception, with a number choosing

to do their own GST while outsourcing their other tax requirements).

1 All the source reports from which these findings have been gathered are collated in the Teams folder for 

Regulatory Stewardship (sub folder CIE Research reports related to GST). 
2 CIE’s published reports are available at http://intranet.ird.govt.nz/analytics-and-insight/research-intelligence-
insights. 
3 CIE, Customer Experience & Perceptions. Quarter 1 Benchmark Report. (2019)  
4 CIE, Small Business Landscape. (2018)  
5 Ibid. 
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• Businesses feel that the different rules, policies and functionality of each tax product

adds an extra layer of complexity to their business taxes. They feel a more holistic

view of their business would be valuable.

2. GST pain points for customers

While GST is seen positively in relation to other business taxes, there are still pain points 

in getting GST right6,7,8.  

For instance, when businesses and NFPs are deciding whether to register for GST: 

• Customers new to GST can find it very difficult to determine if they should register

for GST.

• NFP customers in particular find it difficult to apply the GST registration rules to their

own situation, and sometimes colleagues mistakenly recommend registering when it

is not necessary.

• For NFPs, the confusion about whether to register is exacerbated when their income

is highly unpredictable due to wide fluctuations during the year, and/or large one-off

events such as grants.

Note - Community Compliance is heavily involved in assisting businesses and NFPs in 

deciding whether or not to register for GST. A high proportion of NFPs are known to be 

unnecessarily registered for GST, largely due to the NFP not having a ‘taxable activity’ as 

required for claiming GST.  

Regarding GST rules and requirements: 

• Businesses rate GST as the most time-consuming of all the tax products in terms of

recording information and calculating tax.

• Some smaller businesses consider the $60,000 GST threshold to be too low, and

delays in GST refunds can slow their business activity.

• Some businesses feel GST might create an ‘uneven playing field’, and that it is hard

to compete with international companies that aren’t paying GST. While this issue has

been addressed very recently, the outcome for businesses is not yet clear.

• NFPs have difficulty determining if GST applies to certain goods and services,

including grants.

• Regular changes in NFP’s nominated persons cause delays in their GST processing,

and impacts their ability to meet their GST obligations.

6 CIE, Small Business Landscape. (2018). 
7 CIE, Not for Profits & Charities Landscape. (2019) 
8 CIE, 2018 Study on the Time & Cost of Doing Business Taxes Incurred by NZ Small Businesses. (2018). 
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3. GST compliance; characteristics, behaviour and

attitudes

The main customer characteristics associated with late filing of GST9,10 are:  

• Younger businesses (i.e. under two years).

• Areas with low numbers of GST filers.

• Rural areas (attributed to a lack of IR visibility in rural areas).

• Areas with high social deprivation.

Regarding compliance behaviour and attitudes (amongst tradespeople)11:  

• Those who are committed to declaring all of their income tend to be more likely to be

established in their career, and either spend most of the time working from the office

themselves or have a family member who completes the tax returns on their behalf.

• Those who are less likely to be committed to declaring all of their income tend to be

younger and have a lower annual business turnover.

• Mid-career tradespeople are also less committed to declaring all of their income.

• On average, tradespeople believe 15% of the work in their industry is done under the

table.

• Tradespeople have some sympathy for people not declaring income when they are

starting out in business, helping out family and friends, or working ‘in their own

time’.

4. GST online filing functionality

The overall feeling is that online filing of GST is becoming easier with the technological 

improvements implemented by IR (e.g. filing GST directly from accounting software)12,13. 

Satisfaction with the new online GST filing is mixed, with some finding it easy to use, 

while others believe that the usability can be improved14. 

The key usability issues15 that have been identified for online filing of GST are: 

• IT/service issues (System stability/crashes/kickouts/page not opening/logging in).

• Navigation (Finding things/finding way around).

• Confirmation that the GST has been submitted.

9 CIE, GST and Compliance Behaviour, GIS Visualisations and Insights. (2018) 
10 CIE, IR Regional Profiles. (2017)  
11 CIE, Attitudes and commitment to tax compliance. (2019) 
12 CIE, 2018 Study on the Time & Cost of Doing Business Taxes Incurred by NZ Small Businesses. (2018). 
13 CIE, ERI GST Pilot:  Early Release Initiative GST, customer survey. (2016). 
14 CIE, Small Business Landscape. (2018). 
15 CIE, GST Customer Effort and Satisfaction Survey. (2018).  
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