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[IN-CONFIDENCE] 

treatment of surplus electricity impacts what input tax deductions they are able to 
claim, and whether the credit paid to households is inclusive or exclusive of GST.  

o GST-registered households: Export surplus electricity to the grid from residential 
premises. If the electricity account holder for the household is GST registered, they 
are a regulated party and, under current law, are required to return GST on the 
surplus electricity they export to the grid.   

7. Electricity account holders who are not GST registered are not a regulated party. GST 
registration is only required if a person makes, or expects to make, more than $60,000 of 
supplies in a 12-month period. The issue therefore does not affect most households. 

8. While non-regulatory options to address the problem, such as education, behavioural 
nudges or compliance campaigns, could help GST-registered households understand their 
obligations, it would not necessarily ensure full compliance.  

 
  

9. If regulatory changes are not made, and non-regulatory action is taken instead, the 
mismatch between GST returned and GST refunded may decrease but it would ultimately 
remain.  

10. Making a legislative change would ensure that if the current practices of affected 
households were to continue (that is, they would not include these supplies in their GST 
returns) there would not be any revenue leakage for the Crown.  

 

What objectives are sought in relation to the policy problem? 
 

11. The overall objective is to ensure that the Crown is not disadvantaged if GST-registered 
households do not comply with their GST obligations. This would reduce or eliminate the 
revenue mismatch that currently arises. The objectives below would ensure any solutions 
to the policy problem are effective, efficient, and proportional.  

12. Protect revenue integrity of the New Zealand tax system. In this situation, this means the 
solution would reduce or eliminate the revenue mismatch and ensure that any non-
compliance does not result in revenue loss for the Crown. The solution should also ideally 
ensure that more GST-registered households are compliant. 

13. Reduce compliance costs for regulated parties to ensure the rules are easy to 
understand and comply with. Our assessment is that the impact on electricity retailers is 
likely to be low, and any impact would be in the form of transitional costs rather than 
ongoing costs. Submitters from the electricity industry supported the proposal. Our 
assessment is there would be no real compliance cost change for GST-registered 
households, as zero-rating their electricity sales does not impose any additional costs on 
them when compared to the status quo.  

14. Remain consistent with existing GST legislation by using solutions that already exist in 
the Goods and Services Tax Act 1985. This also reduces compliance costs because existing 
rules are likely to be easy for taxpayers to understand and comply with.   
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What external consultation has been undertaken? 
 

15. This issue has been publicly consulted as part of the officials’ issues paper – “Current GST 
issues”. The consultation period was open for five weeks from 22 May to 29 June 2026.  

16. We considered submissions from the Electricity Retailers’ and Generators’ Association of 
New Zealand (ERGANZ), Meridian Energy, Chartered Accountants Australia and New 
Zealand, Corporate Taxpayers Group, CPA Australia, Deloitte, EY, KPMG, PwC, Shellock 
Consulting and individual submitters.  

17. We reached out to ERGANZ and other electricity retailers that are not ERGANZ members 
and that we identified as purchasers of surplus electricity to ensure they were aware of the 
consultation and had the opportunity to share their opinions.  
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29. There were two mechanisms suggested by submitters that result in the same outcome. For 
the purposes of this analysis, they are grouped together into one option to avoid 
duplication. This includes treating surplus electricity exported to the grid by residential 
premises as a non-taxable supply or exempting it from GST.  

30. This option would mean that GST-registered households do not have to return GST on these 
supplies and electricity retailers cannot claim input tax deductions because no GST has 
been charged on the supply. This would remove the opportunity for the revenue mismatch. 
GST-registered households would not be able to claim input tax deductions for any portion 
of the cost of solar panels (or other renewable energy systems) installed on residential 
premises.  

 
















