Submissions and comments

We have consulted with DTF and SRO and we considered their
views when reaching our audit conclusions. As required by the
Audit Act 1994, we gave a draft copy of this report, or relevant

extracts, to those agencies and asked for their submissions and
comments.

Responsibility for the accuracy, fairness and balance of those
comments rests solely with the agency head.

Responses were received as follows:

DTF 48
SRO 52
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Response provided by the Secretary, DTF

1Treasury Place

Melbourne Victoria 3002 Australia
Telephone: +61 3 9651 511
dtfvic.gov.au

D23/67119

Mr Andrew Greaves
Auditor-General

Level 31/35 Collins Street
MELBOURNE VIC 3000

Dear Mr.Gfeaves

PROPOSED REPORT — PERFORMANCE AUDIT: COLLECTING STATE-BASED TAX
REVENUE

Thank you for the opportunity to comment on the Proposed Report for the performance audit
Collecting state-based tax revenue (the Report).

A table outlining DTF's response to the recommendations is attached.

DTF acknowledges that the governance and oversight arrangements between the SRO and
DTF could be articulated with more clarity, including as to consistency of nomenclature.
However, DTF maintains its position that the current practice is not inconsistent with the
Financial Management Act 1994 or the Standing Directions.

DTF notes the conclusion of the Report that the current arrangements do not hinder the
SRO's performance in collecting tax or impact the integrity of the SRO’s financial
compliance assessment.

DTF is committed to ensuring there is a shared understanding of the SRO's status and that
governance roles and responsibilities under the Standing Directions and the Framework
Agreement are clarified. DTF is already reviewing and clarifying the governance roles and
responsibilities under the Standing Directions and the Framework Agreement.

With respect to the Report’s conclusion that the SRO is not able to demonstrate that it is
optimising tax collection because it does not regularly measure the ‘tax gap’, DTF notes the
following.

The ‘tax gap’ is a theoretical estimate of the difference between the amount of tax collected
within a jurisdiction and what would have been collected if every taxpayer was fully
compliant with the law. As such, it tries to measure what is not fully observable, as some
taxpayers don’t report their full legal tax obligations correctly. ‘Tax gap’ analysis is therefore
prone to error and is not a reliable performance measure. A ‘tax gap’ will always exist in any
tax collection system.

The SRO already has a robust tax compliance program in place, which was extended in the
2023-24 Budget, to ensure compliance with the tax laws. Where appropriate, the SRO has

ORIA
Sovarmemars
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Response provided by the Secretary, DTF — continued

undertaken some ‘tax gap’ analysis and will continue to do so in support of its compliance
program.

Thank you again for the opportunity to comment on the Report. | am available to discuss
any elements of this response further with you at your convenience.

Yours sincerely

avid Martine
Secretary
14512023
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Response provided by the Secretary, DTF — continued
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Response provided by the Secretary, DTF — continued

VID1440

(T°¢ uonoas ass) swn
430 Aduaniye pue asuewlopad s,20140
2NUIADY 91€]S SY) SSISSe URD BINSeaw
00TS 1231102 01 1502 3y} JI SUIMBIASL
(T°€ u01103S 995) Xe1 1991|102 03 1500 5,310
SNUARY 91L1S YY) SBSSISSE dINseaw
00T$ 193]]02 011502 ay1 18yl Suunsua
(£°z uonas aas) indino
Aianija@ 201Mes ¢ Jaded 188png s,3doueuly
pue Ainseau] jo Juswedaq ay} Jaalsp 01
‘sanneniul asuedwod Asejunjoa Suipnpoul
‘SaAIeIul A §,201140 DNUBARY d1elS
9y1 || Ssasse saunseaw 3y} ains Supjew e
(z 'z uo1109s 93s) (anuanaa passasse
10 panJade ‘Pajaa)||0d) uo spodal
01O SNUBADY S1e1S Y] DNUAAA
Jo adAy ay3 aquosap Ajgjeinaoe  ©
souewJsopad
40 poutad ayy Inoqge jualedsuesy aq o
SYuow ZT 190 dduewaopad
“jdomaweld uswaSeuey 821N0say dY3 Ul paulINo S,9040 @NuaAdY 91e1S Byl 193l ©
sjuawauinbas 3y Jod Se 4SNqoJ pue JUBAS[3J SUIRWS. 103 1984€1 U0N3]|03 BNUBA3) |enuue
uOI1BWIOJU BdUBWLIOMAd £dg 2INSUS 01 OYS BY1 YUM 3JOM $,30L40 3nudASY 21elS S} m.c_\sm_>8 °
01 SNUIIUOI ||IM {1 ‘JUSW1L]S UBWIOMD [eIuawpedag Aq syuawiaanba.

S, 440MaWD.H JUdWABDUDI 33.n0S3Y 3y} 193W
31 JO JUSISSISSE PUB MBIADJ |enuue S 41 40 Med sy saunseaw souewropad AaAlag 0195 (€ Jaded

198png s}l 31ns sayew (0140 ANUIASY 1L1S Y}
yum Supjiom) asueuly pue Ainseal] Jo Juswyedsqg 4

198png §Z-¥70¢ adpupd uy paydaday

31va NOLL31dINOD ISNOJS3Y 410 NOILVANINIAOD3d ODVA

51 | Collecting State-based Tax Revenue | Victorian Auditor-General’s Report



Response provided by the Commissioner of State Revenue, SRO

L

VICTORIA

Mr Andrew Greaves
Auditor-General

Level 31/35 Collins Street
MELBOURNE VIC 3000

Dear Mr Greaves

PROPOSED REPORT — PERFORMANCE AUDIT: COLLECTING STATE-BASED TAX REVENUE

Thank you for the opportunity to comment on the Proposed Report for the performance audit Collecting
state-based tax revenue.

The VAGO Report places very little emphasis on the fact that the period largely covered by the audit, being
2021/2022 and prior, was characterised by the SRO moving some of its staff from collecting revenue and
debt to providing covid relief measures.

The Proposed Report contains six recommendations. In relation to recommendations 1&2 contained in the
Performance Audit, the SRO accepts that the language used to describe the governance and oversight
arrangements between the SRO and DTF should be more consistent.

It should be noted that the SRO has an Internal Audit Committee which has three external members plus a
VAGO representative. The SRO is not required to have its own Audit Committee but considers it to be good
governance, considering the amount of revenue it collects. Further, the SRO is also one of the only revenue
collections agencies in the world to have ISO 9001 Quality Certification accreditation and so is subject to
extensive auditing on a regular basis.

In relation to recommendation 3, the SRO does not fully accept that, because it is not regularly measuring
the tax gap, it is not optimising revenue for the state. The VAGO Report places an inordinate level of
importance on tax gap analyses. The SRO does conduct tax gap analyses from time to time and has just
completed analyses on both Payroll Tax and Land Tax, however most jurisdictions around the world do not
conduct regular tax gap analyses as they are unreliable and should only be used as a tool to support other
compliance mechanisms. This is the case at the SRO. In fact, the 2017 OECD report on taxation
administrations states “limitations of tax gap estimates mean that they are not a good basis for explicit
performance targets”.

Regarding recommendations 4 and 5, the SRO is currently reviewing its measures to ensure that they are
clearly aligned to its strategic goals. Concerning the finding about the cost to collect $100, this measure is
subject to vagaries surrounding the different types of taxes collected across states and territories as well as
changes to rates, thresholds and the addition or removal of taxes.

ABN 76 775 195 331 | ISO 9001 Quality Certified

ORIA

sro.vic.gov.au | Phone 1321 61 | GPO Box 1641 Melbourne Victoria 3001 Australia State

Government
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Response provided by the Commissioner of State Revenue, SRO - continued

Therefore, it is difficult to measure as a trend over time or as an interjurisdictional comparison. However,
the measure is one of many that the SRO and all other jurisdictions in Australia use as a measure of
performance, so it has some utility.

The SRO accepts parts of recommendations 5 and 6 in principle.

A table outlining the SRO response to recommendations 3-6 is attached.

Yours sincerely,

Paul Broderick
Commissioner of State Revenue
5 June 2023
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Response provided by the Commissioner of State Revenue, SRO - continued
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Response provided by the Commissioner of State Revenue, SRO - continued
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Response provided by the Commissioner of State Revenue, SRO - continued
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