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Glossary
ACSIȱ33ȱ

Australianȱ Governmentȱ Informationȱ andȱ Communicationsȱ
TechnologyȱSecurityȱManual,ȱACSIȱ33,ȱreleasedȱbyȱtheȱDefenceȱ
SignalsȱDirectorateȱonȱ29ȱSeptemberȱ2006.ȱ

Coverageȱ

Coverageȱrelatesȱtoȱtheȱplannedȱand/orȱactualȱnumberȱofȱhighȱ
riskȱincomeȱtaxȱrefundȱreviewsȱcompletedȱbyȱtheȱTaxȱOffice.ȱ

Dataȱdictionaryȱ

Aȱ dataȱ dictionaryȱ isȱ aȱ collectionȱ ofȱ informationȱ relevantȱ toȱ
individualȱdataȱitemsȱthatȱmakeȱupȱanȱinformationȱtechnologyȱ
system.ȱ Oneȱ benefitȱ ofȱ aȱ wellȬpreparedȱ dataȱ dictionaryȱ isȱ aȱ
consistencyȱ betweenȱ dataȱ itemsȱ acrossȱ differentȱ tables.ȱ Forȱ
example,ȱ severalȱ tablesȱ mayȱ holdȱ telephoneȱ numbers;ȱ usingȱaȱ
dataȱdictionaryȱtheȱformatȱofȱthisȱtelephoneȱnumberȱfieldȱwillȱ
beȱconsistent.ȱ

Highȱriskȱincomeȱ Theȱ Taxȱ Officeȱ definesȱ aȱ highȱ riskȱ incomeȱ taxȱ refundȱ asȱ aȱ
taxȱrefundȱ
potentiallyȱ incorrectȱ refundȱ claimedȱ throughȱ anȱ incomeȱ taxȱ
return,ȱthatȱcouldȱresultȱinȱaȱsignificantȱriskȱtoȱrevenue,ȱorȱthatȱ
couldȱundermineȱtheȱcommunity’sȱconfidence.ȱ
RAPȱToolsȱ

Theȱ RAPȱ Toolsȱ areȱ informationȱ technologyȱ systemsȱ designedȱ
toȱ assistȱ withȱ identifyingȱ possibleȱ fraudulentȱ activityȱ andȱ
incorrectȱ informationȱ reportedȱ inȱ incomeȱ taxȱ returns.ȱ Theȱ
Systemsȱ automateȱ severalȱ ofȱ theȱ manualȱ processesȱ associatedȱ
withȱ theȱ reviewȱ ofȱ highȱ riskȱ incomeȱ taxȱ refundsȱ andȱ identifyȱ
lesserȱriskȱrefundsȱforȱreleaseȱtoȱtaxpayers.ȱ

VisualȱBasicȱ

Visualȱ Basicȱ isȱ aȱ programmingȱ environmentȱ inȱ whichȱ aȱ
programmerȱ usesȱ aȱ graphicalȱ userȱ interfaceȱ toȱ chooseȱ andȱ
modifyȱ preȬselectedȱ sectionsȱ ofȱ codeȱ writtenȱ inȱ theȱ BASICȱ
programmingȱlanguage.ȱSinceȱVisualȱBasicȱisȱeasyȱtoȱlearnȱandȱ
fastȱ toȱ writeȱ codeȱ with,ȱ itȱ ȱ isȱ sometimesȱ usedȱ toȱ prototypeȱ anȱ
applicationȱ thatȱ willȱ laterȱ beȱ writtenȱ inȱ anotherȱ programmingȱ
language.ȱ

ȱ
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Summary
1.
Incomeȱ taxȱ inȱ 2005–06ȱ accountedȱ forȱ 74ȱperȱ centȱ ofȱ totalȱ revenueȱ
collectedȱ byȱ theȱ Australianȱ Taxationȱ Officeȱ (Taxȱ Office).ȱ Incomeȱ taxȱ includesȱ
personalȱ tax,ȱ companyȱ tax,ȱ capitalȱ gainsȱ taxȱ andȱ taxationȱ ofȱ superannuationȱ
funds,ȱincludingȱtheȱsuperannuationȱcontributionȱsurchargeȱȱ
2.
Australia’sȱtaxationȱsystemȱofȱselfȱassessmentȱplacesȱaȱresponsibilityȱonȱ
taxpayersȱ toȱ declareȱ allȱ ofȱ theirȱ assessableȱ incomeȱ andȱ claimȱ onlyȱ deductionsȱ
and/orȱoffsetsȱtoȱwhichȱtheyȱareȱentitled.ȱInȱadministeringȱtheȱtaxationȱsystem,ȱ
theȱTaxȱOfficeȱhasȱtoȱbalanceȱtheȱunderlyingȱprinciplesȱofȱselfȱassessmentȱwithȱ
theȱneedȱtoȱprotectȱCommonwealthȱrevenue.ȱȱ
3.
TheȱTaxȱOfficeȱusesȱinformationȱsuppliedȱbyȱtaxpayersȱtoȱcalculateȱtheȱ
netȱ amountȱ ofȱ incomeȱ taxȱ payableȱ orȱ refundable.ȱ Inȱ 2005–06ȱ theȱ Taxȱ Officeȱ
processedȱ aroundȱ 8.3ȱ millionȱ incomeȱ taxȱ refundsȱ forȱ individuals.ȱ Theȱ refundȱ
amountȱ paidȱ ($13.4ȱ billion)ȱ exceededȱ Budgetȱ estimatesȱ byȱ $307ȱ millionȱ orȱ
2.3ȱperȱcent.ȱInȱtheȱsameȱperiod,ȱaroundȱ1.5ȱmillionȱmicroȱenterprisesȱreceivedȱ
incomeȱtaxȱrefundsȱamountingȱtoȱsomeȱ$5.5ȱbillion.ȱ
4.
Overȱ theȱ lastȱ tenȱ years,ȱ totalȱ annualȱ incomeȱ taxȱ refundsȱ paidȱ toȱ
individualȱtaxpayersȱhaveȱincreasedȱfromȱ$8.8ȱbillionȱtoȱ$17.2ȱbillion. 1 ȱGrowthȱ
inȱ incomeȱ taxȱ refunds,ȱ overȱ theȱ 10ȱ years,ȱ hasȱ exceededȱ relativeȱ growthȱ inȱ
incomeȱ taxȱ collectionsȱ byȱ 2.7ȱperȱ cent. 2 ȱ Duringȱ recentȱ periods,ȱ theȱ TaxȱOfficeȱ
hasȱ reportedȱ anȱ escalationȱ inȱ theȱ amountsȱ beingȱ claimedȱ asȱ workȱ relatedȱ
expensesȱ andȱ rentalȱ incomeȱ expenses.ȱ Theȱ nonȬdisclosureȱ ofȱ incomeȱ andȱ
benefitsȱisȱalsoȱaȱcomplianceȱriskȱforȱtheȱTaxȱOffice.ȱ

High risk income tax refunds
5.
Theȱ Taxȱ Officeȱ beganȱ toȱ increaseȱ itsȱ focusȱ onȱ highȱ riskȱ incomeȱ taxȱ
refundsȱinȱ2002ȱwhenȱitȱcreatedȱtheȱRefundȱIntegrityȱSteeringȱCommittee,ȱnowȱ
knownȱ asȱ theȱ Creditȱ Refundȱ Integrityȱ Steeringȱ Committeeȱ (CRISC),ȱ andȱ theȱ
positionȱ ofȱ Taxȱ Officeȱ Refundȱ Integrityȱ Custodian.ȱ Theȱ Taxȱ Officeȱ definesȱ aȱ
highȱriskȱincomeȱtaxȱrefundȱasȱaȱ‘potentiallyȱincorrectȱrefundȱclaimedȱthroughȱ
anȱincomeȱtaxȱreturn,ȱthatȱcouldȱresultȱinȱaȱsignificantȱriskȱtoȱrevenue,ȱorȱthatȱ

1

Commissioner of Taxation 2006, Commissioner of Taxation Annual Report 2005–06, Canberra, p. 84.

2

Including the impact of the Family Tax Benefit, Baby Bonus and Private Health Insurance Rebate, growth
in income tax refunds has exceeded growth in income tax collections by 20.3 per cent.
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couldȱundermineȱtheȱcommunity’sȱconfidence’ 3 .ȱInȱpractice,ȱwhereȱanȱincomeȱ
taxȱrefundȱisȱtestedȱandȱmeetsȱcertainȱriskȱbasedȱcriteria,ȱtheȱTaxȱOfficeȱclassesȱ
theȱ refundȱ asȱ highȱ risk.ȱ Theseȱ criteriaȱ areȱ codedȱ inȱ theȱ Taxȱ Office’sȱ returnȱ
processingȱsystem,ȱtheȱNationalȱTaxpayerȱSystemȱ(NTS).ȱ
6.
Historically,ȱ eachȱ yearȱ theȱ Taxȱ Officeȱ hadȱ reviewedȱ aroundȱ 6700ȱ highȱ
riskȱincomeȱtaxȱrefundsȱpayableȱtoȱindividualȱtaxpayers.ȱInȱtheȱ2004–05ȱBudgetȱ
theȱTaxȱOfficeȱreceivedȱadditionalȱfundingȱto,ȱinȱpart,ȱincreaseȱitsȱcoverageȱofȱ
highȱriskȱpersonalȱincomeȱtaxȱrefunds.ȱOverȱtheȱfourȱyearsȱofȱtheȱfunding,ȱtheȱ
Taxȱ Officeȱ committedȱ toȱ undertakeȱ reviewsȱ ofȱ anȱ additionalȱ 34ȱ100ȱ highȱ riskȱ
incomeȱtaxȱrefunds.ȱTheȱTaxȱOfficeȱexpectedȱtheȱadditionalȱreviewsȱtoȱresultȱinȱ
incomeȱtaxȱrefundȱadjustmentsȱofȱ$44.2ȱmillion.ȱ
7.
ChangesȱmadeȱtoȱtheȱTaxȱOffice’sȱNTSȱhighȱriskȱincomeȱtaxȱrefundȱtestȱ
criteriaȱ resultedȱ inȱ aȱ significantlyȱ largerȱ numberȱ ofȱ incomeȱ taxȱ refundsȱ beingȱ
identifiedȱ asȱ potentiallyȱ highȱ risk.ȱ Theȱ Taxȱ Officeȱ subjectsȱ allȱ incomeȱ taxȱ
refundsȱ classifiedȱ asȱ highȱ riskȱ toȱ additionalȱ verificationȱ procedures,ȱ eitherȱ
manualȱ reviewȱ byȱ aȱ highȱ riskȱ refundȱ caseȱ officerȱ orȱ aȱ combinationȱ ofȱ
systemȬbasedȱ andȱ manualȱ reviewȱ processes.ȱ Duringȱ 2005–06,ȱ dueȱ toȱ theȱ
significantȱ increaseȱ inȱ theȱ numberȱ ofȱ highȱ riskȱ incomeȱ taxȱ refunds,ȱ theȱ Microȱ
Enterprisesȱ andȱ Individualsȱ Businessȱ Lineȱ reviewedȱ 31ȱ560ȱ highȱ riskȱ incomeȱ
taxȱrefundsȱpayableȱtoȱindividualȱtaxpayers,ȱandȱmadeȱrevenueȱadjustmentsȱofȱ
aroundȱ$41ȱmillion. 4 ȱInȱtheȱsameȱperiod,ȱtheȱClientȱAccountȱServicesȱBusinessȱ
Lineȱ separatelyȱ reviewedȱ 52ȱ240ȱ incomeȱ taxȱ refundsȱ relatingȱ toȱ bothȱ
individualsȱ andȱ otherȱ taxpayersȱ andȱ madeȱ adjustmentsȱ inȱ theȱ orderȱ ofȱ
$50ȱmillion. 5ȱ

The Tax Office’s high risk income tax refund compliance approach
8.
Inȱ administeringȱ incomeȱ taxȱ refunds,ȱ theȱ Taxȱ Officeȱ aimsȱ toȱ payȱ theȱ
correctȱ refundȱ amountȱ toȱ theȱ rightȱ taxpayerȱ inȱ aȱ timelyȱ manner.ȱ Theȱ Taxȱ
Office’sȱprocessesȱforȱadministeringȱhighȱriskȱincomeȱtaxȱrefundsȱareȱdesignedȱ
toȱensureȱtheȱintegrityȱofȱtheȱrefundȱprocessȱandȱmitigateȱassociatedȱrisks.ȱThisȱ
includesȱpotentialȱfraud,ȱerrorsȱinȱincomeȱtaxȱreturnȱpreparationȱandȱlargeȱorȱ
unusualȱrefundȱclaims.ȱ

3

Definition supplied by the Tax Office’s Credit Refund Integrity Steering Committee in November 2006.

4

Commissioner of Taxation 2006, Commissioner of Taxation Annual Report 2005–06, Canberra, p. 139.

5

ibid., p. 139.
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Summary

9.
Theȱ Taxȱ Office’sȱ 2006–07ȱ Complianceȱ Programȱ statesȱ thatȱ itȱ willȱ checkȱ
highȱriskȱincomeȱtaxȱrefundsȱagainstȱaȱsetȱofȱcriteriaȱdeterminedȱbyȱintelligenceȱ
fromȱ itsȱ complianceȱ activities,ȱ priorȱ toȱ payment.ȱ Theȱ Taxȱ Officeȱ mayȱ alsoȱ
matchȱincomeȱtaxȱreturnȱinformationȱwithȱotherȱdata,ȱandȱcontactȱtaxpayersȱorȱ
thirdȱpartiesȱtoȱverifyȱinformationȱincludedȱonȱincomeȱtaxȱreturns.ȱ
10.
AlthoughȱtheȱTaxȱOffice’sȱhighȱriskȱincomeȱtaxȱrefundȱstrategyȱfocusesȱ
onȱ theȱ preȬissueȱ reviewȱ ofȱ incomeȱ taxȱ refunds,ȱ relatedȱ complianceȱ risksȱ areȱ
alsoȱ managedȱ throughȱ theȱ Taxȱ Office’sȱ broaderȱ complianceȱ programs.ȱ Theseȱ
rangeȱ fromȱ educationȱ andȱ adviceȱ toȱ activeȱ complianceȱ andȱ enforcementȱ
activities. 6ȱ

Audit objective and scope
11.
Theȱ objectiveȱ ofȱ theȱ auditȱ wasȱ toȱ assessȱ theȱ effectivenessȱ ofȱ theȱ Taxȱ
Office’sȱ complianceȱ approachȱ forȱ highȱ riskȱ incomeȱ taxȱ refundsȱ inȱ theȱ
individualsȱandȱmicroȱenterprisesȱmarketȱsegments.ȱTheȱauditȱexaminedȱthreeȱ
keyȱareas:ȱ
x

managementȱandȱorganisationalȱarrangementsȱrelatingȱtoȱhighȱriskȱincomeȱ
taxȱrefundȱprocesses;ȱ

x

processesȱandȱproceduresȱforȱidentifyingȱhighȱriskȱincomeȱtaxȱrefunds,ȱandȱ
theȱprocessesȱandȱtoolsȱusedȱtoȱevaluateȱandȱverifyȱtaxpayers’ȱentitlementsȱ
toȱincomeȱtaxȱrefunds;ȱandȱȱ

x

informationȱ technologyȱ systems,ȱ processesȱ andȱ controlsȱ supportingȱ theȱ
processingȱofȱincomeȱtaxȱreturnsȱandȱrefunds.ȱ

Overall conclusion
12.
Inȱadministeringȱhighȱriskȱincomeȱtaxȱrefundȱprocesses,ȱtheȱTaxȱOfficeȱ
seeksȱ toȱ balanceȱ clientȱ serviceȱ againstȱ theȱ needȱ toȱ maintainȱ refundȱ integrityȱ
andȱprotectȱCommonwealthȱrevenue.ȱTheȱTaxȱOffice’sȱgovernanceȱframeworkȱ
supportsȱ theȱ administrationȱ ofȱ highȱ riskȱ incomeȱ taxȱ refunds.ȱ Theȱ Creditȱ
RefundȱIntegrityȱSteeringȱCommitteeȱ(CRISC),ȱwhichȱoverseesȱtheȱincomeȱtaxȱ
refundȱprocess,ȱprovidesȱcoordinatedȱguidanceȱandȱisȱinvolvedȱinȱtheȱongoingȱ
administrationȱ ofȱ highȱ riskȱ incomeȱ taxȱ refunds.ȱ Theȱ Taxȱ Officeȱ hasȱ alsoȱ
implementedȱ risk–basedȱ frameworksȱ toȱ identifyȱ andȱ assessȱ highȱ riskȱ incomeȱ
taxȱrefunds.ȱȱ
6

The Tax Office publishes a Compliance Program booklet each year that outlines risks to Australia’s
taxation system and how the Tax Office is proposing to use its resources to address those risks.
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13.
Theȱ Taxȱ Office,ȱ inȱ recentȱ years,ȱ hasȱ identifiedȱ asȱ highȱ riskȱ andȱ
consequentlyȱ reviewedȱ priorȱ toȱ payment,ȱ incomeȱ taxȱ refundȱ claimsȱ thatȱ areȱ
equalȱ inȱ totalȱ valueȱ toȱ moreȱ thanȱ halfȱ ofȱ theȱ valueȱ ofȱ allȱ incomeȱ taxȱ refundsȱ
paid.ȱTheȱincomeȱtaxȱrefundsȱreviewedȱwereȱpayableȱtoȱlessȱthanȱ2ȱperȱcentȱofȱ
taxpayers.ȱ However,ȱ followingȱ reviewȱ orȱ verification,ȱ theȱ Taxȱ Officeȱ hasȱ
historicallyȱ adjustedȱ onlyȱ 3ȱ toȱ 6ȱperȱ centȱ ofȱ incomeȱ taxȱ refundsȱ thatȱ itȱ hasȱ
classifiedȱ asȱ highȱ risk. 7 ȱ Thisȱ indicatesȱ thatȱ priorȱ toȱ paymentȱ theȱ Taxȱ Officeȱ isȱ
withholdingȱallȱhigherȱvalueȱincomeȱtaxȱrefundsȱforȱreview,ȱasȱtheyȱpotentiallyȱ
representȱ aȱ significantȱ riskȱ toȱ revenueȱ and/orȱ mayȱ beȱ difficultȱ toȱ recoverȱ ifȱ
paid.ȱNevertheless,ȱdueȱtoȱtheȱrelativelyȱlowȱnumberȱofȱtheseȱrefundsȱthatȱareȱ
adjusted,ȱ thereȱ isȱ considerableȱ scopeȱ forȱ theȱ Taxȱ Officeȱ toȱ refineȱ itsȱ highȱ riskȱ
incomeȱtaxȱrefundȱtestsȱtoȱbetterȱtargetȱtheȱunderlyingȱrisksȱassociatedȱwithȱtheȱ
paymentȱofȱhighȱriskȱincomeȱtaxȱrefunds.ȱThisȱwouldȱhaveȱtheȱdualȱbenefitȱofȱ
betterȱ targetingȱ Taxȱ Officeȱ resourcesȱ onȱ incomeȱ taxȱ refundsȱ thatȱ representȱ anȱ
actualȱ riskȱ toȱ revenue,ȱ whileȱ reducingȱ theȱ averageȱ elapsedȱ timeȱ forȱ theȱ
processingȱofȱhighȱriskȱincomeȱtaxȱrefunds.ȱ
14.
Theȱ ANAOȱ acknowledgesȱ thatȱ theȱ Taxȱ Officeȱ currentlyȱ hasȱ limitedȱ
abilityȱtoȱassessȱtheȱeffectivenessȱofȱitsȱhighȱriskȱincomeȱtaxȱrefundȱtests,ȱdueȱtoȱ
technicalȱ limitationsȱ inȱ itsȱ informationȱ technologyȱ systems.ȱ Thisȱ impairsȱ itsȱ
capacityȱtoȱcompleteȱsensitivityȱorȱotherȱanalysisȱtoȱrefineȱtheȱscopeȱofȱitsȱhighȱ
riskȱincomeȱtaxȱrefundȱtests.ȱ
15.
TheȱANAOȱfoundȱthatȱtheȱTaxȱOfficeȱhasȱfocusedȱonȱunderstandingȱtheȱ
behaviourȱofȱtaxpayers’ȱwhoseȱincomeȱtaxȱrefundsȱhaveȱbeenȱidentifiedȱasȱhighȱ
risk.ȱ Consequently,ȱ thereȱ wouldȱ beȱ benefitȱ inȱ theȱ Taxȱ Officeȱ givingȱ greaterȱ
emphasisȱ toȱ understandingȱ theȱ changingȱ environmentȱ andȱ dynamicsȱ ofȱ
taxpayerȱbehaviourȱthatȱmayȱinfluenceȱtheȱbroaderȱpopulationȱofȱtaxpayersȱtoȱ
makeȱ claimsȱ forȱ largeȱ and/orȱ unusualȱ incomeȱ taxȱ refunds.ȱ Adoptingȱ suchȱ anȱ
approachȱwouldȱprovideȱaȱ moreȱ balancedȱ strategyȱforȱaddressingȱ incomeȱ taxȱ
refundȱrisksȱacrossȱtheȱindividualsȱandȱmicroȱenterprisesȱmarketȱsegments.ȱ
16.
Asȱ partȱ ofȱ theȱ audit,ȱ theȱ ANAOȱ examinedȱ theȱ informationȱ technologyȱ
systems,ȱ processesȱ andȱ controlsȱ supportingȱ theȱ processingȱ ofȱ incomeȱ taxȱ returnsȱ
andȱ refunds.ȱ Theȱ ANAOȱ considersȱ thatȱ theȱ Taxȱ Officeȱ needsȱ toȱ strengthenȱ itsȱ
informationȱ technologyȱ andȱ securityȱ controlsȱ aroundȱ theȱ Riskȱ Assessmentȱ
7

The adjustment rate has been calculated by dividing the number of high risk income tax refunds adjusted
by the number of high risk income tax refunds identified by the NTS’s high risk income tax refund tests.
The Tax Office advised that it calculates strike rate by dividing the number of high risk income tax
refunds adjusted by the number of high risk income tax refunds manually reviewed by high risk refund
case officers. Calculating the strike rate in this way increases the ratio of cases adjusted to between 7
and 14 per cent.
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Profilingȱ Toolsȱ (RAPȱ Tools). 8 ȱ Relatedȱ informationȱ technologyȱ andȱ securityȱ
controlȱ weaknessesȱ haveȱ exposedȱ theȱ Taxȱ Officeȱ toȱ theȱ riskȱ ofȱ fraudȱ andȱ
processingȱ error.ȱ Theȱ Taxȱ Officeȱ isȱ progressivelyȱ implementingȱ strategiesȱ toȱ
mitigateȱtheȱrisksȱposedȱbyȱoperationȱofȱtheȱRAPȱTools.ȱȱ
17.
Theȱ ANAOȱ completedȱ aȱ performanceȱ auditȱ ofȱ theȱ Taxȱ Office’sȱ
administrationȱ ofȱ activityȱ statementȱ highȱ riskȱ refundsȱ inȱ Marchȱ 2006. 9 ȱ Theȱ
ANAOȱ madeȱ sevenȱ recommendationsȱ aimedȱ atȱ improvingȱ theȱ Taxȱ Office’sȱ
administrativeȱ practicesȱ relatingȱ toȱ itsȱ administrationȱ ofȱ activityȱ statementȱ
refunds.ȱTheȱANAOȱrecognisesȱthatȱwhileȱtheȱprocessingȱofȱactivityȱstatementȱ
andȱincomeȱtaxȱrefundsȱisȱadministeredȱbyȱdifferentȱbusinessȱareasȱofȱtheȱTaxȱ
Office,ȱ someȱ commonȱ themesȱ relatingȱ toȱ riskȱ management,ȱ systemsȱ basedȱ
identificationȱofȱhighȱriskȱrefunds,ȱandȱinformationȱsystemsȱdevelopmentȱhaveȱ
emergedȱ inȱ bothȱ audits.ȱ Inȱ implementingȱ itsȱ newȱ taxȱ administrationȱ systemȱ
andȱ associatedȱ businessȱ processes,ȱ theȱ Taxȱ Officeȱ hasȱ theȱ opportunityȱ toȱ
addressȱtheseȱissuesȱfromȱaȱwholeȱofȱagencyȱperspective.ȱ

Key audit findings
Management arrangements (Chapter 2)
18.
Withinȱ theȱ Taxȱ Officeȱ theȱ CRISCȱ hasȱ beenȱ givenȱ theȱ responsibilityȱ toȱ
mitigateȱ risksȱ associatedȱ withȱ theȱ creditȱ and/orȱ refundȱ process.ȱ Theseȱ risksȱ
includeȱ fraud,ȱ overȱ claimȱ ofȱ entitlementȱ andȱ errorȱ (eitherȱ taxpayerȱ orȱ Taxȱ
Office).ȱ Theȱ CRISC’sȱ roleȱ hasȱ evolvedȱ overȱ recentȱ yearsȱ withȱ theȱ committeeȱ
extensivelyȱ involvedȱ inȱ ongoingȱ administrationȱ ofȱ highȱ riskȱ incomeȱ taxȱ
refunds.ȱTheȱCRISCȱprovides:ȱ
x

governanceȱandȱleadershipȱinȱmanagingȱcreditȱand/orȱrefundȱrisks;ȱ

x

maintainsȱaȱriskȱmethodologyȱandȱframework;ȱandȱ

x

assessesȱandȱendorsesȱsignificantȱsystemȱorȱworkȱpracticeȱchanges,ȱthatȱ
mayȱhaveȱanȱimpactȱonȱtheȱTaxȱOffice’sȱcreditȱand/orȱrefundȱcontrols.ȱ

19.
Theȱ auditȱ identifiedȱ twoȱ areasȱ whereȱ theȱ Taxȱ Office’sȱ managementȱ
arrangementsȱinȱrelationȱtoȱtheȱadministrationȱofȱhighȱriskȱincomeȱtaxȱrefundsȱ
couldȱbeȱenhanced.ȱTheseȱrelateȱtoȱtheȱTaxȱOffice:ȱ

8

The RAP Tools are key information technology systems supporting high risk income tax refund
processing.

9

Australian National Audit Office 2006, Audit Report No.35 2005–06, The Australian Taxation Office’s
Administration of Activity Statement Refunds, Canberra.
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x

improvingȱ itsȱ understandingȱ ofȱ theȱ risksȱ associatedȱ withȱ theȱ
administrationȱ ofȱ highȱ riskȱ incomeȱ taxȱ refundsȱ andȱ usingȱ thisȱ
informationȱtoȱrefineȱitsȱhighȱriskȱincomeȱtaxȱrefundȱcontrols;ȱandȱ

x

enhancingȱ itsȱ externalȱ reporting,ȱ inȱ particularȱ reportingȱ toȱ theȱ
Governmentȱ throughȱ itsȱ Complianceȱ Challengesȱ reportsȱ andȱ annualȱ
reports.ȱExistingȱhighȱriskȱincomeȱtaxȱrefundsȱinformationȱreportedȱforȱ
individuals,ȱonlyȱrelatesȱtoȱcasesȱactionedȱbyȱtheȱMicroȱEnterprisesȱandȱ
IndividualsȱBusinessȱLineȱandȱnotȱcasesȱactionedȱbyȱtheȱClientȱAccountȱ
Servicesȱ Businessȱ Line.ȱ Therefore,ȱ theȱ informationȱ reportedȱ doesȱ notȱ
relateȱtoȱtotalȱcasesȱactionedȱforȱtheȱindividualsȱmarketȱsegment.ȱ

Identifying and assessing high risk income tax refunds (Chapter 3)
20.
Theȱ Taxȱ Officeȱ focusesȱ onȱ managingȱ incomeȱ taxȱ refundsȱ identifiedȱ asȱ
highȱriskȱasȱpartȱofȱtheȱincomeȱtaxȱassessmentȱprocess.ȱTheȱTaxȱOfficeȱclassifiesȱ
approximatelyȱ2ȱperȱcentȱofȱallȱincomeȱtaxȱrefundȱclaims,ȱasȱhighȱrisk.ȱInȱ2005–
06ȱhighȱriskȱincomeȱtaxȱrefundsȱaccountedȱbyȱvalue,ȱforȱmoreȱthanȱhalfȱofȱallȱ
incomeȱtaxȱrefundsȱpaid.ȱ
21.
Highȱ riskȱ incomeȱ taxȱ refundsȱ onceȱ identifiedȱ areȱ subjectȱ toȱ additionalȱ
manualȱ and/orȱ systemȱ basedȱ verificationȱ procedures.ȱ Theȱ Taxȱ Officeȱ hasȱ
developedȱ systemȬbasedȱ RAPȱ Toolsȱ toȱ assistȱ withȱ theȱ automatedȱ testingȱ ofȱ
highȱ riskȱ incomeȱ taxȱ refunds.ȱ Approximatelyȱ 84ȱperȱ centȱ ofȱ highȱ riskȱ incomeȱ
taxȱrefundȱclaimsȱmadeȱinȱ2006–07ȱwereȱreviewedȱbyȱtheȱRAPȱToolsȱwithȱtheȱ
remainderȱbeingȱmanuallyȱreviewedȱbyȱhighȱriskȱrefundȱcaseȱofficers. 10 ȱThoseȱ
highȱ riskȱ incomeȱ taxȱ refundsȱ whichȱ failȱ theȱ RAPȱ Toolsȱ testsȱ areȱ similarlyȱ
subjectȱ toȱ manualȱ review.ȱ Highȱ riskȱ incomeȱ taxȱ refundsȱ thatȱ haveȱ beenȱ
assessedȱbyȱtheȱRAPȱToolsȱasȱlowerȱriskȱareȱprocessedȱforȱreleaseȱtoȱtaxpayersȱ
withoutȱfurtherȱreviewȱand/orȱverification.ȱ
22.
Toȱmaintainȱrefundȱintegrityȱinȱaȱdynamicȱenvironmentȱitȱisȱimportantȱ
thatȱ theȱ Taxȱ Officeȱ collects,ȱ analysesȱ andȱ usesȱ riskȱ basedȱ informationȱ toȱ
supportȱongoingȱdevelopmentȱofȱitsȱinformationȱtechnologyȱsystems’ȱcontrols.ȱ
TheȱANAOȱfoundȱthatȱtheȱTaxȱOfficeȱhasȱfocusedȱonȱmanagingȱonlyȱidentifiedȱ
highȱ riskȱ incomeȱ taxȱ refunds.ȱ Theseȱ areȱ incomeȱ taxȱ refundsȱ whichȱ areȱ
potentiallyȱpayableȱtoȱlessȱthanȱ2ȱperȱcentȱofȱtaxpayers.ȱ

10

The RAP Tools are only applied to selected high risk income tax refunds that have failed one of a
number of the NTS high risk income tax refund risk based tests.
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Summary

23.
Toȱ provideȱ assuranceȱ thatȱ keyȱ underlyingȱ risksȱ associatedȱ withȱ theȱ
administrationȱ ofȱ highȱ riskȱ incomeȱ taxȱ refundsȱ inȱ theȱ individualsȱ andȱ microȱ
enterprisesȱ marketȱ segmentsȱ areȱ beingȱ identified,ȱ theȱ ANAOȱ hasȱ
recommendedȱ thatȱ theȱ Taxȱ Officeȱ considerȱ developingȱ aȱ specificȱ postȬissueȱ
incomeȱ taxȱ refundȱ complianceȱ strategy.ȱ Thisȱ strategyȱ wouldȱ haveȱ regardȱ toȱ
broaderȱ complianceȱ riskȱ issuesȱ andȱ assessȱ whetherȱ theȱ Taxȱ Office’sȱ existingȱ
preȬissueȱ highȱ riskȱ incomeȱ taxȱ refundȱ testsȱ areȱ effectiveȱ inȱ targetingȱ
nonȬcompliance.ȱTheȱTaxȱOfficeȱcouldȱuseȱtheȱinformationȱand/orȱintelligenceȱ
gainedȱ asȱ anȱ inputȱ intoȱ anyȱ broaderȱ Taxȱ Officeȱ strategicȱ riskȱ assessmentsȱ ofȱ
incomeȱ taxȱ refundȱ processingȱ andȱ theȱ furtherȱ developmentȱ ofȱ itsȱ highȱ riskȱ
incomeȱtaxȱrefundȱtests.ȱ
24.
Asȱ aȱ measureȱ ofȱ theȱ effectivenessȱ ofȱ theȱ Taxȱ Office’sȱ controlsȱ
supportingȱ theȱ processingȱ ofȱ highȱ riskȱ incomeȱ taxȱ refunds,ȱ theȱ ANAOȱ
reviewedȱ theȱ valueȱ andȱ numberȱ ofȱ incomeȱ taxȱ refundsȱ recordedȱ byȱ theȱ Taxȱ
Officeȱ asȱ havingȱ beenȱ incorrectlyȱ paid.ȱ Theȱ Taxȱ Officeȱ advisedȱ thatȱ anȱ
‘incorrectȱrefundȱregister’ȱwasȱnotȱfullyȱimplementedȱuntilȱMayȱ2005.ȱBetweenȱ
Juneȱ 2005ȱ andȱ Juneȱ 2007,ȱ theȱ Taxȱ Officeȱ recordedȱ theȱ incorrectȱ paymentȱ ofȱ
$283ȱ434ȱinȱhighȱriskȱincomeȱtaxȱrefundsȱtoȱindividualsȱandȱmicroȱenterprises.ȱ
TheȱTaxȱOfficeȱindicatedȱthatȱitȱhadȱbeenȱableȱtoȱrecoverȱapproximatelyȱ80ȱperȱ
centȱofȱtheȱvalueȱofȱhighȱriskȱincomeȱtaxȱrefundsȱincorrectlyȱpaidȱtoȱindividualsȱ
andȱmicroȱenterprises.ȱ
25.
Theȱ Taxȱ Officeȱ hasȱ reviewȱ processesȱ toȱ verifyȱ theȱ accuracyȱ ofȱ refundsȱ
whereȱ theyȱ haveȱ beenȱ identifiedȱ asȱ havingȱ beenȱ incorrectlyȱ paid.ȱ Theseȱ
processesȱareȱcurrentlyȱmanualȱandȱonlyȱundertakenȱonȱaȱselectedȱcaseȬbyȬcaseȱ
basis.ȱ Theȱ Taxȱ Officeȱ inȱ reviewingȱ incorrectȱ refundsȱ isȱ wellȱ positionedȱ toȱ
identifyȱ systemȱ orȱ businessȱ processȱ weaknesses.ȱ Theȱ ANAOȱ considersȱ thatȱ
followingȱtheȱintroductionȱofȱtheȱTaxȱOffice’sȱnewȱtaxȱadministrationȱsystem,ȱitȱ
shouldȱsystematicallyȱanalyseȱallȱincorrectlyȱpaidȱhighȱriskȱincomeȱtaxȱrefunds,ȱ
inȱ orderȱ toȱ identifyȱ andȱ addressȱ systemȱ orȱ businessȱ processȱ weaknesses,ȱ andȱ
identifyȱotherȱpotentiallyȱincorrectlyȱpaidȱhighȱriskȱincomeȱtaxȱrefunds.ȱ

Information technology systems, processes and controls
(Chapter 4)
26.
Theȱ Taxȱ Office’sȱ twoȱ mainȱ informationȱ technologyȱ systemsȱ usedȱ toȱ
identifyȱandȱassessȱ highȱriskȱincomeȱ taxȱ refundsȱ areȱ NTSȱ andȱtheȱRAPȱTools.ȱ
Bothȱ NTSȱ andȱ theȱ RAPȱ Toolsȱ areȱ toȱ beȱ replacedȱ inȱ lateȱ 2007ȱ whenȱ theȱ Taxȱ
Officeȱ introducesȱ itsȱ newȱ taxȱ administrationȱ system,ȱ asȱ partȱ ofȱ itsȱ Easier,ȱ
CheaperȱandȱMoreȱPersonalisedȱChangeȱProgram.ȱ
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Change management and systems development
27.
Soundȱ managementȱ practiceȱ suggestsȱ thatȱ agenciesȱ shouldȱ haveȱ inȱ
placeȱ changeȱ managementȱ processesȱ thatȱ supportȱ developmentȱ andȱ
modificationȱ ofȱ theirȱ informationȱ technologyȱ systems.ȱ Changesȱ to,ȱ andȱ
maintenanceȱ of,ȱ theȱ NTSȱ isȱ subjectȱ toȱ theȱ Taxȱ Office’sȱ formalȱ changeȱ
managementȱ andȱ systemsȱ developmentȱ methodologies.ȱ Theȱ ANAOȱ wasȱ
advisedȱ thatȱ noȱ changesȱ haveȱ beenȱ madeȱ toȱ theȱ NTS’sȱ highȱ riskȱ incomeȱ taxȱ
refundȱ testsȱ sinceȱ Taxȱ Timeȱ 2004. 11 ȱ Theȱ ANAOȱ reviewsȱ theȱ changeȱ processesȱ
associatedȱ withȱ Taxȱ Timeȱ eachȱ yearȱ asȱ partȱ ofȱ itsȱ auditȱ ofȱ theȱ Taxȱ Office’sȱ
financialȱstatements.ȱ
28.
TheȱRefundȱIntegrityȱTeamȱdevelopedȱtheȱRAPȱToolsȱoutsideȱofȱtheȱTaxȱ
Office’sȱ changeȱ managementȱ policiesȱ andȱ procedures,ȱ includingȱ thoseȱ
proceduresȱrelatingȱtoȱsystemȱdesignȱandȱdevelopment.ȱWhenȱtheȱCRISCȱwasȱ
requestedȱ toȱ approveȱ theȱ currentȱ operationȱ ofȱ theȱ RAPȱ Toolsȱ inȱ lateȱ 2005,ȱ itȱ
identifiedȱ thatȱ theȱ documentationȱ andȱ governanceȱ supportingȱ theȱ RAPȱ Toolsȱ
wasȱ belowȱ standard.ȱ Theȱ Refundȱ Integrityȱ Team,ȱ whoȱ developedȱ theȱ RAPȱ
Tools,ȱ subsequentlyȱ developedȱ businessȱ requirementsȱ andȱ otherȱ systemsȱ
documentationȱ inȱ orderȱ toȱ obtainȱ CRISCȱ signȬoffȱ ofȱ theȱ system.ȱ
Notwithstanding,ȱdueȱtoȱtheȱlimitedȱnatureȱofȱtheȱTaxȱOffice’sȱdocumentationȱ
aroundȱtheȱRAPȱTools,ȱtheȱANAOȱisȱnotȱableȱtoȱconfirmȱthatȱallȱaspectsȱofȱtheȱ
RAPȱToolsȱhaveȱbeenȱadequatelyȱtestedȱand/orȱalignȱwithȱuserȱrequirements.ȱ
User access and security
29.
Theȱ regularȱ andȱ ongoingȱ reviewȱ ofȱ userȱ accessȱ toȱ theȱ Taxȱ Office’sȱ
systemsȱisȱanȱimportantȱcontrolȱmechanism.ȱThisȱsupportsȱtimelyȱrevocationȱofȱ
userȱaccessȱandȱmaintenanceȱofȱappropriateȱaccessȱlevelsȱforȱindividualȱstaffȱinȱ
theȱexecutionȱofȱtheirȱduties.ȱAȱTaxȱOfficeȱreviewȱofȱCaseȱReportingȱSystem 12 ȱ
userȱ accessȱ inȱ midȱ 2006,ȱ identifiedȱ aȱ largeȱ numberȱ ofȱ usersȱ whoȱ noȱ longerȱ
requiredȱ accessȱ toȱ theȱ System.ȱ Inȱ lineȱ withȱ theȱ Taxȱ Office’sȱ nationalȱ
informationȱ technologyȱ securityȱ policyȱ andȱ ACSIȱ33 13 ȱ guidelines,ȱ theȱ Refundȱ

11

Tax Time is the Tax Office’s annual information technology development process for maintenance of its
key information technology systems. A well developed information technology governance process
supports Tax Time.

12

Access to the RAP Tools is controlled through the Tax Office’s Case Reporting System. The Case
Reporting System is also used to manage workflow, and record and monitor high risk income tax refund
case outcomes including adjustments.

13

Australian Government Information and Communications Technology Security Manual, ACSI 33,
released by the Defence Signals Directorate on 29 September 2006.
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IntegrityȱTeamȱshouldȱperiodicallyȱreviewȱallȱuserȱaccessȱtoȱtheȱCaseȱReportingȱ
System.ȱȱ
30.
Theȱ Refundȱ Integrityȱ Teamȱ controlsȱ administratorȱ levelȱ accessȱ toȱ theȱ
RAPȱTools.ȱTheȱloggingȱofȱuserȱaccessȱandȱchangesȱtoȱtheȱsystemȱisȱcriticalȱtoȱ
provideȱ anȱ adequateȱ auditȱ trailȱ ofȱ users’ȱ actionsȱ withinȱ theȱ systems.ȱ Theȱ
ANAOȱ notedȱ thatȱ theȱ systemsȱ doȱ notȱ incorporateȱ userȱ accessȱ loggingȱ andȱ
consequentlyȱ theȱ Taxȱ Officeȱ doesȱ notȱ maintainȱ anȱ adequateȱ auditȱ trailȱ ofȱ aȱ
users’ȱactionsȱwithinȱtheȱsystems.ȱ
31.
Agenciesȱ shouldȱ haveȱ clearȱ andȱ segregatedȱ levelsȱ ofȱ responsibility,ȱ
particularlyȱ overȱ informationȱ technologyȱ systemsȱ development,ȱ operation,ȱ
technicalȱsupportȱandȱsecurityȱadministration.ȱTheȱANAOȱfoundȱthatȱaȱsingleȱ
individualȱhadȱbeenȱresponsibleȱforȱsystemsȱdevelopment,ȱaspectsȱofȱsystemsȱ
testing,ȱreleaseȱmanagement,ȱsupportȱandȱongoingȱsystemsȱmaintenanceȱofȱtheȱ
RAPȱTools.ȱ Theȱ ANAOȱ considersȱ thatȱ theȱ lackȱ ofȱ segregationȱ ofȱ dutiesȱ inȱ
relationȱ toȱ theȱ RAPȱ Toolsȱ hasȱ exposedȱ theȱ Taxȱ Officeȱ toȱ aȱ higherȱ thanȱ
acceptableȱlevelȱofȱfraudȱriskȱandȱprocessingȱerror.ȱTheȱTaxȱOfficeȱadvisedȱthatȱ
theȱ systemsȱ developerȱ movedȱ toȱ aȱ newȱ positionȱ inȱ midȬJulyȱ 2007ȱ andȱ thatȱ
otherȱ membersȱ ofȱ theȱ Refundȱ Integrityȱ Teamȱ areȱ nowȱ providingȱ supportȱ forȱ
theȱsystems.ȱ
32.
Informationȱtechnologyȱsystemsȱthreatȱandȱriskȱassessments,ȱgenerallyȱ
considerȱinternalȱandȱexternalȱthreatsȱlargelyȱfromȱanȱinformationȱtechnologyȱ
securityȱ perspective.ȱ Theȱ ANAOȱ notedȱ thatȱ noȱ threatȱ orȱ riskȱ assessmentȱ hadȱ
beenȱ completedȱ forȱ theȱ RAPȱ Toolsȱ orȱ Caseȱ Reportingȱ System.ȱ Further,ȱ
operationȱ ofȱ theȱ RAPȱ Toolsȱ hasȱ notȱ beenȱ reviewedȱ fromȱ aȱ fraudȱ controlȱ
perspective.ȱ Theȱ ANAOȱ expectedȱ thatȱ theȱ Taxȱ Officeȱ wouldȱ haveȱ consideredȱ
operationȱofȱtheȱRAPȱToolsȱinȱpreparingȱitsȱMicroȱEnterprisesȱandȱIndividualsȱ
Businessȱ Lineȱ Fraudȱ Controlȱ Plan,ȱ finalisedȱ inȱ midȱ 2007.ȱ Theȱ Taxȱ Officeȱ
advisedȱ thatȱ itȱ willȱ considerȱ developmentȱ andȱ operationȱ ofȱ theȱ RAPȱ Toolsȱ inȱ
preparingȱtheȱClientȱAccountȱServicesȱBusinessȱLineȱFraudȱControlȱPlan,ȱasȱitȱ
isȱtheȱbusinessȱownerȱofȱtheȱsystem.ȱ
33.
Theȱ ANAOȱ observedȱ thatȱ theȱ Taxȱ Officeȱ hasȱ adoptedȱ aȱ riskȱ basedȱ
approachȱ whereȱ byȱ itȱ isȱ implementingȱ strategiesȱ toȱ mitigateȱ theȱ risksȱ
associatedȱwithȱtheȱcontinuedȱoperationȱofȱtheȱRAPȱToolsȱandȱCaseȱReportingȱ
System.ȱ Inȱ thisȱ regardȱ theȱ Taxȱ Officeȱ isȱ aimingȱ toȱ balanceȱ clientȱ serviceȱ andȱ
refundȱintegrity.ȱ
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Recommendations
34.
Theȱ ANAOȱ hasȱ madeȱ fiveȱ recommendations.ȱ Theȱ firstȱ fourȱ
recommendationsȱ focusȱ onȱ strengtheningȱ theȱ Taxȱ Office’sȱ managementȱ
arrangementsȱandȱriskȱidentificationȱprocessȱsupportingȱtheȱadministrationȱofȱ
highȱriskȱincomeȱtaxȱrefunds.ȱTheȱfinalȱrecommendationȱinȱtheȱauditȱrelatesȱtoȱ
improvingȱ theȱ Taxȱ Office’sȱ informationȱ technologyȱ controlsȱ supportingȱ theȱ
ongoingȱoperationȱofȱtheȱTaxȱOffice’sȱincomeȱtaxȱrefundȱRAPȱToolsȱwhichȱareȱ
keyȱsystemsȱusedȱtoȱidentifyȱandȱassessȱhighȱriskȱincomeȱtaxȱrefunds.ȱ
35.
Theȱ Taxȱ Officeȱ hasȱ agreedȱ toȱ theȱ fiveȱ recommendationsȱ madeȱ inȱ thisȱ
report.ȱ

Summary of agency response
36.
TheȱTaxȱOfficeȱwelcomesȱtheȱANAO’sȱrecommendationsȱinȱrelationȱtoȱ
theȱadministrationȱofȱhighȱriskȱincomeȱtaxȱrefundsȱinȱtheȱindividualsȱandȱmicroȱ
enterprisesȱmarketȱsegmentsȱandȱwillȱadoptȱthemȱinȱfullȱ(withȱtheȱclarificationȱ
atȱRecommendationȱ2).ȱ
37.
TheȱTaxȱOfficeȱacceptsȱthatȱmanyȱofȱtheȱANAO’sȱrecommendationsȱareȱ
theȱ resultȱ ofȱ theȱ technicalȱ limitationsȱ ofȱ itsȱ existingȱ informationȱ technologyȱ
systems.ȱ
38.
Theȱintroductionȱofȱanȱentirelyȱnewȱtaxȱadministrationȱsystem,ȱasȱpartȱ
ofȱ theȱ Easier,ȱ Cheaperȱ andȱ Moreȱ Personalisedȱ Changeȱ Program,ȱ willȱ provideȱ theȱ
TaxȱOfficeȱwithȱtheȱopportunityȱtoȱcomplementȱandȱbuildȱonȱexistingȱmanualȱ
processesȱ forȱ assessingȱ risks,ȱ undertakingȱ reviewsȱ andȱ reportingȱ onȱ and/orȱ
analysingȱoutcomesȱinȱrelationȱtoȱhighȱriskȱincomeȱtaxȱrefunds.ȱ
39.
Itȱ isȱ encouragingȱ toȱ noteȱ thatȱ althoughȱ theȱ ANAOȱ identifiedȱ areasȱ forȱ
improvement,ȱitȱwasȱsupportiveȱofȱtheȱoverallȱapproachȱthatȱtheȱTaxȱOfficeȱhasȱ
takenȱinȱadministeringȱhighȱriskȱincomeȱtaxȱrefunds.ȱThatȱis,ȱanȱapproachȱthatȱ
seeksȱtoȱbalanceȱtheȱdeliveryȱofȱtimelyȱrefundȱ processingȱinȱaȱselfȱassessmentȱ
environmentȱ withȱ theȱ needȱ toȱ maintainȱ refundȱ integrityȱ andȱ protectȱ
Commonwealthȱrevenue.ȱ
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Recommendations
Recommendation No. 1
Para. 2.18

TheȱANAOȱ recommendsȱthatȱtoȱsystematicallyȱidentify,ȱ
assessȱ andȱ subsequentlyȱ mitigateȱ highȱ riskȱ incomeȱ taxȱ
refundȱ risks,ȱ includingȱ newȱ and/orȱ emergingȱ risks,ȱ theȱ
TaxȱOfficeȱshould:ȱ
(a)

undertakeȱ periodicȱ strategicȱ riskȱ assessmentsȱ ofȱ
incomeȱtaxȱrefundsȱandȱtheȱprocessesȱsupportingȱ
theirȱadministration;ȱandȱȱ

(b)

establishȱmechanismsȱforȱtheȱregularȱreportingȱofȱ
incomeȱtaxȱrefundȱriskȱinformationȱtoȱtheȱCRISCȱ
fromȱ relevantȱ businessȱ areas,ȱ whichȱ canȱ thenȱ beȱ
usedȱ toȱ furtherȱ refineȱ theȱ highȱ riskȱ incomeȱ taxȱ
refundȱcontrols.ȱ

TaxȱOfficeȱresponse:ȱAgreed.ȱ
Recommendation No. 2
Para. 2.26

Toȱ improveȱ reportingȱ toȱ Governmentȱ inȱ relationȱ toȱ theȱ
ComplianceȱChallengesȱ Budgetȱ funding,ȱ theȱ ANAOȱ
recommendsȱthatȱtheȱTaxȱOffice:ȱ
(a)

reportsȱ performanceȱ againstȱ theȱ individualȱ
Complianceȱ Challengesȱ targetsȱ forȱ eachȱ riskȱ areaȱ
forȱwhichȱtheȱfundingȱwasȱprovided;ȱandȱ

(b)

reportsȱ theȱtotalȱ numberȱofȱhighȱ riskȱ incomeȱ taxȱ
refundsȱ reviewedȱ andȱ theȱ totalȱ valueȱ ofȱ
adjustmentsȱ madeȱ forȱ individuals’ȱ highȱ riskȱ
incomeȱ taxȱ refundsȱ actionedȱ byȱ theȱ Microȱ
EnterprisesȱandȱIndividualsȱBusinessȱLine.ȱ

TaxȱOfficeȱresponse:ȱAgreedȱ–ȱwithȱdefinedȱparameters.ȱ
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Recommendation No. 3
Para. 3.17

Theȱ ANAOȱ recommendsȱ thatȱ theȱ Taxȱ Officeȱ considerȱ
developingȱ aȱ specificȱ postȬissueȱ incomeȱ taxȱ refundȱ
complianceȱ strategyȱ forȱ theȱ individualsȱ andȱ microȱ
enterprisesȱmarketȱsegments,ȱtoȱprovideȱassuranceȱthatȱitȱ
isȱ identifyingȱ andȱ targetingȱ theȱ keyȱ underlyingȱ risksȱ
associatedȱ withȱ administeringȱ theȱ incomeȱ taxȱ refundȱ
process.
TaxȱOfficeȱresponse:ȱAgreed.ȱ

Recommendation No. 4
Para. 3.30

TheȱANAOȱrecommendsȱthatȱfollowingȱtheȱintroductionȱ
ofȱ theȱ TaxȱOffice’sȱ newȱ taxȱ administrationȱ system,ȱ theȱ
Taxȱ Officeȱ shouldȱ systematicallyȱ analyseȱ allȱ incorrectlyȱ
paidȱ highȱ riskȱ incomeȱ taxȱ refunds,ȱ inȱ orderȱ toȱ identifyȱ
andȱaddressȱsystemȱorȱbusinessȱprocessȱweaknesses,ȱandȱ
identifyȱ otherȱ potentiallyȱ incorrectlyȱ paidȱ highȱ riskȱ
incomeȱtaxȱrefunds.
TaxȱOfficeȱresponse:ȱAgreed.ȱ

Recommendation No. 5
Para. 4.33

TheȱANAOȱrecommendsȱthatȱifȱtheȱRAPȱToolsȱcontinueȱ
toȱbeȱusedȱasȱaȱprimaryȱreviewȱsystemȱinȱtheȱprocessingȱ
ofȱhighȱriskȱincomeȱtaxȱrefundsȱinȱ2008,ȱtheȱTaxȱOfficeȱasȱ
aȱ matterȱ ofȱ priority,ȱ implementȱ strategiesȱ toȱ alignȱ
operationȱ ofȱ theȱ RAPȱ Toolsȱ withȱ itsȱ corporateȱ policiesȱ
andȱ proceduresȱ relatingȱ toȱ informationȱ technologyȱ
securityȱandȱcontrol.
TaxȱOfficeȱresponse:ȱAgreed.ȱ

ȱ
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1. Background and Context
Thisȱ Chapterȱ introducesȱ theȱ Australianȱ Taxationȱ Office’sȱ administrationȱ ofȱ highȱ riskȱ
incomeȱtaxȱrefundsȱinȱtheȱindividualsȱandȱmicroȱenterprisesȱmarketȱsegments.ȱItȱalsoȱ
outlinesȱtheȱauditȱobjectiveȱandȱmethodology.ȱ

Introduction
1.1
Theȱ Australianȱ Taxationȱ Officeȱ (Taxȱ Office)ȱ isȱ Australia’sȱ principalȱ
revenueȱ collectionȱ agency,ȱ collectingȱ aroundȱ 90ȱperȱ centȱ ofȱ Commonwealthȱ
revenue.ȱIncomeȱtaxȱinȱ2005–06ȱaccountedȱforȱ74ȱperȱcentȱofȱtheȱtotalȱrevenueȱ
collectedȱ byȱ theȱ Taxȱ Office.ȱ Incomeȱ taxȱ includesȱ personalȱ tax,ȱ companyȱ tax,ȱ
capitalȱ gainsȱ taxȱ andȱ taxationȱ ofȱ superannuationȱ funds,ȱ includingȱ theȱ
superannuationȱcontributionȱsurcharge.ȱ

Self assessment and calculation of income tax refunds
1.2
Australia’sȱtaxationȱsystemȱisȱbasedȱonȱselfȱassessment.ȱSelfȱassessmentȱ
placesȱ aȱ responsibilityȱ onȱ taxpayersȱ toȱ declareȱ allȱ ofȱ theirȱ assessableȱ incomeȱ
andȱ claimȱ onlyȱ deductionsȱ and/orȱ offsetsȱ toȱ whichȱ theyȱ areȱ entitled.ȱ Inȱ
administeringȱtheȱtaxationȱsystem,ȱtheȱTaxȱOfficeȱhasȱtoȱbalanceȱtheȱunderlyingȱ
principlesȱofȱselfȱassessmentȱwithȱtheȱneedȱtoȱprotectȱCommonwealthȱrevenue.ȱ
1.3
Theȱ Taxȱ Officeȱ usesȱ informationȱ suppliedȱ byȱ taxpayersȱ toȱ determineȱ
taxableȱ incomeȱ andȱ toȱ makeȱ incomeȱ taxȱ assessments.ȱ Thisȱ involvesȱ theȱ
TaxȱOfficeȱreducingȱtaxpayers’ȱassessableȱincomeȱbyȱanyȱallowableȱdeductions,ȱ
rebatesȱand/orȱoffsets,ȱtoȱarriveȱatȱanȱamountȱofȱtaxableȱincome.ȱBasedȱonȱtheȱ
levelȱofȱtaxableȱincomeȱtheȱTaxȱOfficeȱassessesȱtheȱamountȱofȱtaxȱpayable.ȱThisȱ
assessmentȱ mayȱ subsequentlyȱ resultȱ inȱ theȱ Taxȱ Officeȱ issuingȱ anȱ incomeȱ taxȱ
refund.ȱAnȱincomeȱtaxȱrefundȱarisesȱwhereȱtheȱamountȱofȱincomeȱtaxȱalreadyȱ
paidȱexceedsȱtheȱincomeȱtaxȱpayable.ȱ
1.4
Inȱ 2005–06ȱ theȱ Taxȱ Officeȱ processedȱ aroundȱ 8.3ȱ millionȱ incomeȱ taxȱ
refundsȱ forȱ individuals.ȱ Theȱ refundȱ amountȱ paidȱ ($13.4ȱ billion)ȱ exceededȱ
Budgetȱ estimatesȱ byȱ $307ȱ millionȱ orȱ 2.3ȱperȱ cent.ȱ Inȱ theȱ sameȱ periodȱ aroundȱ
1.5ȱmillionȱmicroȱ enterprisesȱreceivedȱ incomeȱ taxȱ refundsȱ amountingȱ toȱ someȱ
$5.5ȱbillion.ȱ
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The Tax Office’s individuals and micro enterprises market
segments
1.5
Thisȱ auditȱ focusedȱ onȱ theȱ processingȱ andȱ paymentȱ ofȱ incomeȱ taxȱ
refunds,ȱ inȱ particularȱ highȱ riskȱ incomeȱ taxȱ refunds,ȱ inȱ theȱ individualsȱ andȱ
microȱ enterprisesȱ marketȱ segments.ȱ Theȱ individualsȱ marketȱ segment,ȱ asȱ atȱ
Juneȱ 2006,ȱ wasȱ madeȱ upȱ ofȱ aroundȱ 9.2ȱ millionȱ taxpayers,ȱ largelyȱ salaryȱ andȱ
wageȱ earnersȱ orȱ privateȱ investors.ȱ Taxȱ agentsȱ prepareȱ approximatelyȱȱ
74ȱperȱcentȱofȱincomeȱtaxȱreturnsȱlodgedȱbyȱindividuals.ȱTheȱmicroȱenterprisesȱ
marketȱ segmentȱ asȱ atȱ Juneȱ 2006ȱ consistedȱ ofȱ aroundȱ 2.4ȱ millionȱ
microȱbusinesses.ȱ Includedȱ inȱ thisȱ totalȱ wereȱ 1.8ȱ millionȱ individualsȱ whoȱ
receivedȱbusinessȱincomeȱthroughȱeitherȱaȱpartnershipȱorȱtrust.ȱTheȱTaxȱOfficeȱ
definesȱ microȱ businessesȱ asȱ thoseȱ businessesȱ withȱ aȱ turnoverȱ ofȱ lessȱ thanȱ
$2ȱmillionȱ perȱyear.ȱ Microȱ businessesȱ account,ȱ byȱ number,ȱ forȱ aroundȱ 96ȱperȱ
centȱofȱtheȱtotalȱbusinessȱmarket.ȱTaxȱagentsȱprepareȱaboutȱ93ȱperȱcentȱofȱmicroȱ
businesses’ȱincomeȱtaxȱreturns.ȱ

High risk income tax refunds
1.6
Inȱ administeringȱ incomeȱ taxȱ refunds,ȱ theȱ Taxȱ Officeȱ aimsȱ toȱ payȱ theȱ
correctȱrefundȱamountȱtoȱtheȱrightȱtaxpayerȱinȱaȱtimelyȱmanner.ȱOverȱtheȱlastȱ
tenȱ years,ȱ totalȱ annualȱ incomeȱ taxȱ refundsȱ paidȱ toȱ individualȱ taxpayersȱ haveȱ
increasedȱ fromȱ $8.8ȱ billionȱ toȱ $17.2ȱ billion. 14 ȱ Growthȱ inȱ incomeȱ taxȱ refunds,ȱ
overȱ theȱ 10ȱ years,ȱ hasȱ exceededȱ relativeȱ growthȱ inȱ incomeȱ taxȱ collectionsȱ byȱ
2.7ȱperȱcent. 15ȱ
1.7
Theȱ Taxȱ Officeȱ definesȱ aȱ highȱ riskȱ incomeȱ taxȱ refundȱ asȱ aȱ ‘potentiallyȱ
incorrectȱ refundȱ claimedȱ thoughȱ anȱ incomeȱ taxȱ return,ȱ thatȱ couldȱ resultȱ inȱ aȱ
significantȱ riskȱ toȱ revenue,ȱ orȱ thatȱ couldȱ undermineȱ theȱ community’sȱ
confidence’. 16 ȱInȱpractice,ȱwhereȱanȱincomeȱtaxȱrefundȱmeetsȱcertainȱriskȱbasedȱ
criteriaȱtheȱTaxȱOfficeȱclassesȱtheȱrefundȱasȱhighȱrisk.ȱTheseȱcriteriaȱareȱcodedȱ
inȱ theȱ Taxȱ Office’sȱ returnȱ processingȱ system,ȱ theȱ Nationalȱ Taxpayerȱ Systemȱ
(NTS).ȱ
1.8
Theȱ Taxȱ Officeȱ beganȱ toȱ increaseȱ itsȱ focusȱ onȱ highȱ riskȱ incomeȱ taxȱ
refundsȱinȱ2002ȱwhenȱitȱcreatedȱtheȱRefundȱIntegrityȱSteeringȱCommittee,ȱnowȱ
knownȱ asȱ theȱ Creditȱ Refundȱ Integrityȱ Steeringȱ Committeeȱ (CRISC),ȱ andȱ theȱ
14

Commissioner of Taxation 2006, Commissioner of Taxation Annual Report 2005–06, p. 84.

15

Including the impact of the Family Tax Benefit, Baby Bonus and Private Health Insurance Rebate, growth
in income tax refunds has exceeded growth in income tax collections by 20.3 per cent.

16

Definition supplied by the Tax Office’s Credit Refund Integrity Steering Committee in November 2006.
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positionȱ ofȱ Taxȱ Officeȱ Refundȱ Integrityȱ Custodian.ȱ Subsequently,ȱ aȱ reviewȱ ofȱ
refundȱ processingȱ wasȱ undertakenȱ andȱ enhancementsȱ whereȱ madeȱ toȱ theȱ
TaxȱOffice’sȱinformationȱtechnologyȱsystemsȱtoȱbetterȱsupportȱidentificationȱofȱ
potentiallyȱhighȱriskȱincomeȱtaxȱrefunds. 17ȱ
1.9
Inȱtheȱ2004–05ȱBudgetȱtheȱTaxȱOfficeȱreceivedȱadditionalȱfundingȱtoȱinȱ
part,ȱ increaseȱitsȱ coverageȱ ofȱhighȱriskȱpersonalȱincomeȱtaxȱ refunds.ȱ Overȱ theȱ
fourȱyearsȱofȱtheȱfunding,ȱtheȱTaxȱOfficeȱcommittedȱtoȱundertakeȱreviewsȱofȱanȱ
additionalȱ 34ȱ100ȱ highȱ riskȱ incomeȱ taxȱ refunds.ȱ Historically,ȱ theȱ Taxȱ Officeȱ
reviewedȱ aroundȱ 6700ȱ highȱ riskȱ incomeȱ taxȱ refundsȱ payableȱ toȱ individualȱ
taxpayers.ȱTheȱTaxȱOfficeȱexpectedȱtheȱadditionalȱreviewsȱtoȱresultȱinȱincomeȱ
taxȱ refundȱ adjustmentsȱ ofȱ $44.2ȱ million.ȱ Theȱ Taxȱ Officeȱ sinceȱ receivingȱ theȱ
additionalȱfundingȱhasȱundertakenȱmoreȱhighȱriskȱincomeȱtaxȱrefundȱreviewsȱ
thanȱplannedȱandȱhasȱexceededȱitsȱincomeȱtaxȱrefundȱadjustmentȱtargets.ȱ
1.10
Changesȱ madeȱ toȱ theȱ Taxȱ Office’sȱ informationȱ technologyȱ system’sȱ
controlsȱ betweenȱ 2002ȱ andȱ 2004ȱ resultedȱ inȱ aȱ significantlyȱ largerȱ numberȱ ofȱ
incomeȱ taxȱ refundsȱ beingȱ identifiedȱ asȱ potentiallyȱ highȱ risk.ȱ Asȱ depictedȱ inȱ
Figureȱ1.1,ȱtheȱTaxȱOfficeȱsubjectsȱallȱincomeȱtaxȱrefundsȱclassifiedȱasȱhighȱriskȱ
toȱ additionalȱ verificationȱ procedures.ȱ Duringȱ 2005–06ȱ theȱ Microȱ Enterprisesȱ
andȱ Individualsȱ Businessȱ Lineȱ reviewedȱ 31ȱ560ȱ highȱ riskȱ incomeȱ taxȱ refundsȱ
payableȱ toȱ individualȱ taxpayers,ȱ andȱ madeȱ revenueȱ adjustmentsȱ ofȱ aroundȱ
$41ȱmillion. 18 ȱ Inȱ theȱ sameȱ period,ȱ theȱ Clientȱ Accountȱ Servicesȱ Businessȱ Lineȱ
separatelyȱreviewedȱ52ȱ240ȱincomeȱtaxȱrefundsȱrelatingȱtoȱbothȱindividualsȱandȱ
otherȱtaxpayersȱandȱmadeȱadjustmentsȱinȱtheȱorderȱofȱ$50ȱmillion.ȱ

Administration of high risk income tax refunds for the individuals
and micro enterprise market segments
1.11
Theȱ Taxȱ Office’sȱ highȱ riskȱ incomeȱ taxȱ refundȱ strategyȱ focusesȱ onȱ
reviewingȱ selectedȱ incomeȱ taxȱ assessmentsȱ andȱ claimsȱ forȱ creditȱ and/orȱ
refundsȱ priorȱ toȱ issue.ȱ Allȱ incomeȱ taxȱ assessmentsȱ areȱ processedȱ throughȱ theȱ
TaxȱOffice’sȱNTS.ȱTheȱsystemȱhasȱaȱseriesȱofȱinbuiltȱhighȱriskȱincomeȱtaxȱrefundȱ
testsȱ (riskȱ criteria)ȱ againstȱ whichȱ allȱ incomeȱ taxȱ returnsȱ areȱ reviewed.ȱ Theȱ
systemȱ channelsȱ assessmentsȱ thatȱ failȱ anyȱ ofȱ theȱ highȱ riskȱ incomeȱ taxȱ refundȱ
testsȱ toȱ theȱ Taxȱ Office’sȱ highȱ riskȱ incomeȱ taxȱ refundȱ teamsȱ forȱ consideration.ȱ
Theȱteamsȱthenȱreviewȱselectedȱgroupsȱofȱhighȱriskȱincomeȱtaxȱrefundsȱagainstȱ
17

Several new NTS high risk income tax refund tests where introduced and modifications where made to a
number of the existing tests.

18

Commissioner of Taxation 2006, Commissioner of Taxation Annual Report 2005–06, Canberra, p. 139.
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aȱ secondȱ setȱ ofȱ riskȱ criteria,ȱ withȱ anyȱ assessedȱ asȱ aȱ lesserȱ riskȱ automaticallyȱ
releasedȱ forȱ paymentȱ toȱ theȱ taxpayer. 19 ȱ Theȱ Taxȱ Office’sȱ 2006–07ȱ Complianceȱ
Programȱstatesȱthatȱhighȱriskȱincomeȱtaxȱrefundsȱwillȱbeȱcheckedȱagainstȱaȱsetȱ
ofȱ criteriaȱ determinedȱ byȱ intelligenceȱ fromȱ itsȱ complianceȱ activities,ȱ priorȱ toȱ
payment.ȱTheȱ TaxȱOfficeȱ mayȱalsoȱmatchȱ incomeȱ taxȱreturnȱinformationȱ withȱ
otherȱ data,ȱ andȱ contactȱ taxpayersȱ orȱ thirdȱ partiesȱ toȱ verifyȱ informationȱ
includedȱonȱincomeȱtaxȱreturns.ȱ
1.12
Theȱ Taxȱ Office’sȱ processesȱ forȱ administeringȱ highȱ riskȱ incomeȱ taxȱ
refundsȱareȱdesignedȱtoȱensureȱtheȱintegrityȱofȱtheȱrefundȱprocessȱandȱmitigateȱ
risksȱ associatedȱ withȱ paymentȱ ofȱ incorrectȱ refunds.ȱ Figureȱ 1.1ȱ presentsȱ anȱ
endȬtoȬendȱ conceptualȱ overviewȱ ofȱ theȱ Taxȱ Office’sȱ processingȱ ofȱ highȱ riskȱ
incomeȱ taxȱ refundsȱ forȱ taxpayersȱ inȱ theȱ individualsȱ andȱ microȱ enterprisesȱ
marketȱ segments.ȱ Althoughȱ theȱ Taxȱ Office’sȱ highȱ riskȱ incomeȱ taxȱ refundȱ
strategyȱ focusesȱ onȱ theȱ preȬissueȱ reviewȱ ofȱ incomeȱ taxȱ refunds,ȱ relatedȱ
complianceȱ risksȱ areȱ alsoȱ managedȱ throughȱ theȱ Taxȱ Office’sȱ broaderȱ
complianceȱ programs.ȱ Theseȱ rangeȱ fromȱ educationȱ andȱ adviceȱ toȱ activeȱ
complianceȱandȱenforcementȱactivities. 20ȱ

19

The Tax Office has developed several high risk refund risk assessment profiling systems (RAP Tools)
which assist with the review of refunds prior to payment. The RAP Tools do not relate to all of the NTS
high risk income tax refund tests and in 2005–06 approximately 78 per cent of high risk income tax
refunds were reviewed by the RAP Tools.

20

The Tax Office publishes a Compliance Program booklet each year that outlines risks to Australia’s
taxation system and how the Tax Office is proposing to use its resources to address those risks.

ANAO Audit Report No.12 2007–08
Administration of High Risk Income Tax Refunds in the Individuals and Micro Enterprises Market Segments
28

Background and Context

Figure 1.1
Conceptual overview of the high risk income tax refund process–
individuals and micro enterprises market segments

Source:

Australian National Audit Office analysis of Australian Taxation Office information.
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Taxpayers’ Charter Service Standards
1.13
Overall,ȱtheȱTaxȱOffice’sȱTaxpayers’ȱCharterȱsetsȱoutȱhowȱtheȱTaxȱOfficeȱ
conductsȱ itsȱ businessȱ andȱ specifiesȱ itsȱ serviceȱ andȱ otherȱ standards.ȱ Theȱ
paymentȱofȱaȱrefundȱofȱoverpaidȱtaxȱisȱgenerallyȱsubjectȱtoȱaȱtaxpayerȱlodgingȱ
aȱ return.ȱ Ifȱ aȱ taxpayerȱ lodgesȱ anȱ incomeȱ taxȱ return,ȱ theȱ Taxȱ Officeȱ aimsȱ toȱ
processȱtheȱreturnȱwithinȱ14ȱdaysȱifȱlodgedȱelectronicallyȱorȱ42ȱdaysȱifȱlodgedȱ
onȱ paper.ȱ Tableȱ 1.1ȱ outlinesȱ theȱ Taxȱ Office’sȱ Taxpayers’ȱ Charterȱ Serviceȱ
Standardsȱforȱincomeȱtaxȱlodgements,ȱserviceȱstandardȱbenchmarksȱandȱrecentȱ
performance.ȱ
Table 1.1
Relevant Taxpayers’ Charter Service Standards and recent performance
Service

Standard

Benchmark

2004–05

2005–06

2006–07

Processing of electronically
lodged tax returns

14 days

96%

96.8%

96.1%

95.8%

Processing of paper
income tax returns

42 days

92%

96.6%

97.8%

92.1%

Source:

Australian Taxation Office.

Previous reviews of high risk refund processing
1.14
Theȱ Australianȱ Nationalȱ Auditȱ Officeȱ (ANAO)ȱ completedȱ anȱ auditȱ ofȱ
theȱriskȱmanagementȱofȱindividualȱtaxpayerȱrefundsȱinȱ1999–2000. 21 ȱTheȱauditȱ
reportȱmadeȱfiveȱrecommendationsȱaimedȱatȱimprovingȱadministrationȱofȱkeyȱ
aspectsȱ ofȱ refunds.ȱ Theȱ ANAOȱ alsoȱ consideredȱ administrationȱ ofȱ activityȱ
statementȱ highȱ riskȱ refundsȱ inȱ aȱ previousȱ audit. 22 ȱ Thisȱ auditȱ madeȱ sevenȱ
recommendationsȱ designedȱ toȱ improveȱ theȱ Taxȱ Office’sȱ administrationȱ ofȱ
activityȱ statementȱ highȱ riskȱ refunds.ȱ Theȱ findingsȱ ofȱ bothȱ reportsȱ haveȱ beenȱ
consideredȱinȱundertakingȱthisȱaudit.ȱ

21

ANAO 2000, Audit Report No.27 1999–2000, Risk Management of Individual Taxpayer Refunds,
Canberra.

22

ANAO 2006, Audit Report No.35 2005–06, The Australian Taxation Office’s Administration of Activity
Statement High Risk Refunds, Canberra.
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Audit objective, scope and methodology
Audit objective and scope
1.15
Theȱ objectiveȱ ofȱ theȱ auditȱ wasȱ toȱ assessȱ theȱ effectivenessȱ ofȱ theȱ
TaxȱOffice’sȱ complianceȱ approachȱ forȱ highȱ riskȱ incomeȱ taxȱ refundsȱ inȱ theȱ
individualsȱandȱmicroȱenterprisesȱmarketȱsegments.ȱTheȱauditȱexaminedȱthreeȱ
keyȱareas:ȱ
x

managementȱ andȱ organisationalȱ arrangementsȱ relatingȱ toȱ highȱ riskȱ
incomeȱtaxȱrefundȱprocesses;ȱ

x

processesȱandȱproceduresȱforȱidentifyingȱhighȱriskȱincomeȱtaxȱrefunds,ȱ
andȱ theȱ processesȱ andȱ toolsȱ usedȱ toȱ evaluateȱ andȱ verifyȱ taxpayers’ȱ
entitlementsȱtoȱincomeȱtaxȱrefunds;ȱandȱȱ

x

informationȱtechnologyȱsystems,ȱprocessesȱandȱcontrolsȱsupportingȱtheȱ
processingȱofȱincomeȱtaxȱreturnsȱandȱrefunds.ȱ

Audit methodology
1.16
Theȱ auditȱ includedȱ aȱ combinationȱ ofȱ interviewsȱ withȱ Taxȱ Officeȱ
businessȱ lineȱ staffȱ andȱ keyȱ privateȱ sectorȱ stakeholders,ȱ asȱ wellȱ asȱ anȱ
examinationȱ ofȱ theȱ Taxȱ Office’sȱ systemsȱ andȱ controlsȱ supportingȱ theȱ
processingȱ ofȱ incomeȱ taxȱ refunds.ȱ Theȱ ANAOȱ undertookȱ fieldworkȱ atȱ
TaxȱOfficesȱinȱAdelaide,ȱAlbury,ȱCanberraȱandȱMelbourne.ȱFieldworkȱinvolvedȱ
consultationȱ withȱ staffȱ fromȱ theȱ Microȱ Enterprisesȱ andȱ Individualsȱ Businessȱ
Line,ȱClientȱAccountȱServicesȱBusinessȱLine,ȱSeriousȱNonȬComplianceȱBusinessȱ
LineȱandȱtheȱInformationȱandȱCommunicationsȱTechnologyȱBranch.ȱ
1.17
Theȱ ANAO’sȱ Informationȱ Technologyȱ Branchȱ alsoȱ undertookȱ anȱ
applicationȱ reviewȱ ofȱ theȱ informationȱ technologyȱ systemsȱ supportingȱ theȱ
processingȱ andȱ paymentȱ ofȱ incomeȱ taxȱ refunds.ȱ Thisȱ reviewȱ hasȱ beenȱ
combinedȱ withȱ dataȱ analysisȱ toȱ understandȱ theȱ informationȱ technologyȱ
controlsȱ environmentȱ supportingȱ theȱ processingȱ ofȱ highȱ riskȱ incomeȱ taxȱ
refundsȱ andȱ confirmȱ operationȱ ofȱ theȱ Taxȱ Office’sȱ systemȱ basedȱ highȱ riskȱ
incomeȱtaxȱrefundȱcontrols.ȱ
1.18
Theȱ auditȱ wasȱ undertakenȱ inȱ conformanceȱ withȱ ANAOȱ auditingȱ
standardsȱandȱcostȱ$301ȱ000.ȱ
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Structure of the report
1.20
Figureȱ 1.2ȱ depictsȱ theȱ structureȱ ofȱ theȱ Chaptersȱ ofȱ thisȱ report.ȱ Theȱ
Chaptersȱ areȱ structuredȱ aroundȱ theȱ threeȱ keyȱ areasȱ examinedȱ asȱ partȱ ofȱ theȱ
audit.ȱ
Figure 1.2
Report structure
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2. Management Arrangements
Thisȱ Chapterȱ discussesȱ theȱ Taxȱ Office’sȱ managementȱ arrangementsȱ supportingȱ
administrationȱofȱhighȱriskȱincomeȱtaxȱrefundsȱinȱtheȱindividualsȱandȱmicroȱenterprisesȱ
marketȱsegments.ȱ

Management issues examined as part of the audit
2.1
Developmentȱ andȱ implementationȱ ofȱ soundȱ governanceȱ arrangementsȱ
supportsȱtheȱeffectiveȱmanagementȱofȱagencies’ȱprogramsȱandȱserviceȱdelivery.ȱ
TheȱTaxȱOfficeȱadministersȱhighȱriskȱincomeȱtaxȱrefundsȱinȱtheȱindividualsȱandȱ
microȱ enterprisesȱ marketȱ segmentsȱ withinȱ itsȱ broaderȱ governanceȱ andȱ
managementȱframeworks.ȱTheȱprinciplesȱofȱgovernanceȱinȱtheȱpublicȱsectorȱareȱ
discussedȱ inȱ detailȱ inȱ theȱ ANAO’sȱ betterȱ practiceȱ guideȱ Publicȱ Sectorȱ
Governance. 23ȱ
2.2
Toȱ assessȱ theȱ effectivenessȱ ofȱ theȱ Taxȱ Office’sȱ managementȱ
arrangementsȱsupportingȱadministrationȱofȱhighȱriskȱincomeȱtaxȱrefundsȱinȱtheȱ
individualsȱandȱmicroȱenterprisesȱmarketȱsegments,ȱtheȱANAOȱexaminedȱfourȱ
keyȱmanagementȱissues:ȱ
x

theȱorganisationalȱarrangementsȱforȱadministeringȱhighȱriskȱincomeȱtaxȱ
refunds;ȱ

x

fundingȱarrangementsȬComplianceȱChallenges;ȱ

x

planningȱprocesses;ȱandȱ

x

performanceȱmonitoringȱandȱreporting.ȱ

Organisational arrangements for administering high risk
income tax refunds
2.3
Theȱ Taxȱ Officeȱ isȱ aȱ largeȱ organisation.ȱ Toȱ administerȱ theȱ taxationȱ
systemȱ andȱ effectivelyȱ addressȱ businessȱ andȱ complianceȱ risks,ȱ theȱ Taxȱ Officeȱ
hasȱ adoptedȱ aȱ matrixȱ managementȱ model.ȱ Theȱ modelȱ combinesȱ theȱ keyȱ
elementsȱofȱtheȱTaxȱOffice’sȱmanagementȱandȱplanningȱframeworks.ȱAsȱpartȱofȱ
itsȱ managementȱ frameworkȱ theȱ Taxȱ Officeȱ usesȱ marketȱ segmentsȱ andȱ specialȱ
focusȱ areasȱ toȱ assistȱ withȱ riskȱ identification,ȱ andȱ organisationalȱ andȱ businessȱ
planning.ȱ Theȱ businessȱ andȱ serviceȱ linesȱ areȱ responsibleȱ forȱ achievingȱ theȱ

23

ANAO 2003, Public Sector Governance, Framework Processes and Practices, Canberra.
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TaxȱOffice’sȱ outputȱ andȱ outcomeȱ commitmentsȱ toȱ Government. 24 ȱ
Responsibilityȱ forȱ managingȱ highȱ riskȱ incomeȱ taxȱ refundsȱ isȱ sharedȱ acrossȱ
severalȱ areasȱ ofȱ theȱ Taxȱ Office.ȱ Figureȱ 2.1ȱ summarisesȱ theȱ Taxȱ Office’sȱ
organisationalȱ frameworkȱ relevantȱ toȱ theȱ administrationȱ ofȱ highȱ riskȱ incomeȱ
taxȱ refundsȱ inȱ theȱ individualsȱ andȱ microȱ enterprisesȱ marketȱ segments.ȱ Theȱ
rolesȱ ofȱ theȱ keyȱ Taxȱ Officeȱ areasȱ administeringȱ highȱ riskȱ incomeȱ taxȱ refundsȱ
areȱexaminedȱinȱtheȱfollowingȱsections.ȱ

Role of the Credit Refund Integrity Steering Committee
2.4
Asȱ previouslyȱ noted,ȱ asȱ partȱ ofȱ itsȱ strategyȱ forȱ betterȱ managingȱ highȱ
riskȱrefunds,ȱtheȱTaxȱ Officeȱ formedȱ theȱRefundȱIntegrityȱ Steeringȱ Committee,ȱ
whichȱsubsequentlyȱbecameȱknownȱasȱtheȱCRISC.ȱTheȱCRISCȱisȱmadeȱupȱofȱaȱ
numberȱ ofȱ seniorȱ Taxȱ Officeȱ officersȱ supportedȱ byȱ theȱ Refundȱ Integrityȱ
Custodian.ȱ
2.5
Withinȱ theȱ Taxȱ Officeȱ theȱ CRISCȱ hasȱ beenȱ givenȱ responsibilityȱ toȱ
effectivelyȱ mitigateȱ risksȱ associatedȱ withȱ theȱ creditȱ and/orȱ refundȱ process.ȱ
Theseȱrisksȱincludeȱfraud,ȱoverȱclaimȱofȱentitlementȱandȱerrorȱ(eitherȱtaxpayerȱ
orȱ Taxȱ Office).ȱ Theȱ CRISCȱ alsoȱ providesȱ governanceȱ andȱ leadershipȱ inȱ
managingȱ creditȱ and/orȱ refundȱ risks;ȱ maintainsȱ aȱ riskȱ methodologyȱ andȱ
framework;ȱ andȱ assessesȱ andȱ endorsesȱ significantȱ systemȱ orȱ workȱ practiceȱ
changesȱ thatȱ mayȱ haveȱ anȱ impactȱ onȱ theȱ integrityȱ ofȱ theȱ Taxȱ Office’sȱ creditȱ
and/orȱrefundȱcontrols.ȱ

24

For further information about the Tax Office’s outputs and outcomes and organisational structure refer to
the Commissioner of Taxation Annual Report 2005–06 available from the Tax Office’s website
<http://www.ato.gov.au>.
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Figure 2.1
Abridged Tax Office organisational structure
administering high risk income tax refunds
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Providing governance and leadership in managing credit and refund risk
2.6
Theȱ Taxȱ Office’sȱ complexȱ organisationalȱ structureȱ andȱ operatingȱ
environmentȱhighlightsȱtheȱneedȱforȱanȱoversightȱbodyȱtoȱprovideȱcoordinatedȱ
guidanceȱ inȱ theȱ administrationȱ ofȱ highȱ riskȱ incomeȱ taxȱ refunds.ȱ Theȱ CRISC’sȱ
roleȱ hasȱ evolvedȱ overȱ recentȱ yearsȱ withȱ itȱ involvedȱ inȱ theȱ ongoingȱ
administrationȱofȱhighȱriskȱincomeȱtaxȱrefunds.ȱ
2.7
TheȱANAOȱwasȱadvisedȱthatȱtheȱCRISC’sȱgovernanceȱarrangements,ȱinȱ
particular,ȱ itsȱ informationȱ technologyȱ governanceȱ arrangementsȱ haveȱ beenȱ
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enhancedȱ inȱ recentȱ periods.ȱ Theȱ ANAOȱ observedȱ thatȱ theȱ CRISCȱ previouslyȱ
endorsedȱtheȱimplementationȱofȱtheȱRiskȱAssessmentȱProfilingȱ(RAP)ȱTools 25 ,ȱ
keyȱ informationȱ technologyȱ systemsȱ supportingȱ incomeȱ taxȱ refundȱ integrity,ȱ
withoutȱ adequateȱ considerationȱ ofȱ theȱ systems’ȱ developmentȱ processesȱ andȱ
associatedȱ securityȱ controls.ȱ Asȱ discussedȱ inȱ detailȱ inȱ Chapterȱ4:ȱ Informationȱ
TechnologyȱSystems,ȱProcessesȱandȱControls,ȱtheȱRAPȱToolsȱhaveȱinherentȱcontrolȱ
weaknessesȱ andȱ theirȱ developmentȱ didȱ notȱ alignȱ withȱ theȱ Taxȱ Office’sȱ ownȱ
policyȱ andȱ proceduresȱ forȱ applicationsȱ development,ȱ testingȱ andȱ releaseȱ
management. 26ȱ
Maintaining a high risk income tax refund risk methodology and framework
2.8
TheȱTaxȱOfficeȱsupportsȱincomeȱtaxȱrefundȱintegrityȱbyȱidentifyingȱhighȱ
riskȱ incomeȱ taxȱ refundȱ risksȱ andȱ mitigatingȱ theseȱ throughȱ itsȱ complianceȱ
activities.ȱ Theȱ Taxȱ Office’sȱ highȱ riskȱ incomeȱ taxȱ refundȱ controlsȱ identifyȱ
approximatelyȱ 2ȱperȱ centȱ ofȱ allȱ incomeȱ taxȱ refundsȱ forȱ furtherȱ reviewȱ and/orȱ
verificationȱ priorȱ toȱ issue.ȱ Annually,ȱ thisȱ equatesȱ toȱ theȱ Taxȱ Officeȱ reviewingȱ
byȱvalue,ȱinȱexcessȱofȱhalfȱofȱallȱincomeȱtaxȱrefundsȱclaimedȱbyȱtaxpayers.ȱ
2.9
TheȱCRISCȱcompletedȱaȱriskȱassessmentȱofȱhighȱriskȱincomeȱtaxȱrefundsȱ
inȱ 2002–03.ȱThisȱ subsequentlyȱ ledȱ toȱ anȱenhancementȱ ofȱ theȱ highȱ riskȱ incomeȱ
taxȱ refundȱ controlsȱ incorporatedȱ inȱ theȱ NTS.ȱ Theȱ CRISCȱ advisedȱ thatȱ inȱ
relationȱ toȱ theȱ ongoingȱ managementȱ ofȱ highȱ riskȱ incomeȱ taxȱ refundȱ risks,ȱ itȱ
providesȱaȱfocalȱpointȱforȱseniorȱTaxȱOfficeȱmanagersȱtoȱidentify,ȱescalateȱandȱ
resolveȱ crossȬbusinessȱ serviceȱ lineȱ deliveryȱ issues.ȱ Theȱ CRISC’sȱ aimȱ isȱ toȱ
complementȱ theȱ roleȱ ofȱ theȱ revenueȱ productȱ committeesȱ (e.g.ȱ Incomeȱ Taxȱ
Revenueȱ Productȱ Committee)ȱ thatȱ haveȱ responsibilityȱ forȱ assessing,ȱ
identifyingȱ andȱ treatingȱ revenueȱ productȱ risks.ȱ Theȱ CRISCȱ throughȱ itsȱ
membershipȱ hasȱ accessȱ toȱ complianceȱ riskȱ informationȱ fromȱ severalȱ areasȱ ofȱ
theȱTaxȱOffice.ȱTheȱCRISCȱfurtherȱadvisedȱthatȱitsȱactionsȱhaveȱdemonstratedȱ
thatȱinformationȱflowingȱfromȱthoseȱsourcesȱenablesȱitȱtoȱidentifyȱandȱrespondȱ
toȱchangesȱinȱtheȱcreditȱrefundȱriskȱenvironment.ȱ
2.10
Asȱ previouslyȱ noted,ȱ theȱ Taxȱ Officeȱ inȱ recentȱ yearsȱ hasȱ classifiedȱ asȱ
highȱrisk,ȱandȱsubsequentlyȱreviewedȱpriorȱtoȱissue,ȱincomeȱtaxȱrefundȱclaimsȱ
thatȱ areȱ equalȱ inȱ totalȱ valueȱ toȱ moreȱ thanȱ halfȱ ofȱ theȱ valueȱ ofȱ allȱ incomeȱ taxȱ
25

The RAP Tools are information technology systems designed to assist with identifying possible
fraudulent activity and incorrect information reported in income tax returns. The systems automate
several of the manual processes associated with the review of high risk income tax refunds and identify
lesser risk refunds for release to taxpayers.

26

Tax Office policy documents: Designing Change in the Tax Office PS CM 2006/11, Design and Program
Management PS CM 2003/05 and Applications Quality Assurance Processes PS CM 2004/11.
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refundsȱ paid.ȱ However,ȱ theseȱ incomeȱ taxȱ refundsȱ relateȱ toȱ onlyȱ 2ȱperȱ centȱ ofȱ
theȱ taxpayerȱ population.ȱ Theȱ ANAOȱ notedȱ thatȱ inȱ excessȱ ofȱ 50ȱperȱ centȱ ofȱ
identifiedȱhighȱriskȱincomeȱtaxȱrefundsȱareȱautomaticallyȱreleasedȱtoȱtaxpayersȱ
followingȱassessmentȱbyȱtheȱTaxȱOffice’sȱRAPȱTools.ȱTheȱANAOȱfurtherȱnotedȱ
thatȱ theȱ Taxȱ Officeȱ isȱ onlyȱ adjustingȱ 3ȱ toȱ 6ȱperȱ centȱ ofȱ highȱ riskȱ incomeȱ taxȱ
refundsȱ whichȱ areȱ withheldȱ forȱ eitherȱ automatedȱ systemȱ orȱ manualȱ reviewȱ
and/orȱ verification. 27 ȱ Thisȱ indicatesȱ thatȱ priorȱ toȱ paymentȱ theȱ Taxȱ Officeȱ isȱ
withholdingȱallȱhigherȱvalueȱincomeȱtaxȱrefundsȱforȱreview,ȱasȱtheyȱpotentiallyȱ
representȱ aȱ significantȱ riskȱ toȱ revenueȱ and/orȱ mayȱ beȱ difficultȱ toȱ recoverȱ ifȱ
paid.ȱ
2.11
Inȱ 2006ȱ theȱ CRISCȱ commissionedȱ anȱ externalȱ consultantȱ toȱ conductȱ aȱ
riskȱ assessmentȱ ofȱ theȱ Taxȱ Office’sȱ majorȱ revenueȱ products 28 ȱ toȱ determineȱ
betterȱ practiceȱ controlsȱ thatȱ wouldȱ helpȱ mitigateȱ risksȱ acrossȱ theȱ Taxȱ Office’sȱ
systemsȱ andȱ processes.ȱ Theȱ ANAOȱ reviewedȱ theȱ riskȱ assessmentȱ andȱ foundȱ
thatȱ althoughȱ incomeȱ taxȱ asȱ aȱ revenueȱ productȱ hadȱ beenȱ considered,ȱ theȱ
processingȱ ofȱ incomeȱ taxȱ refundsȱ wasȱ notȱ specificallyȱ coveredȱ inȱ theȱ riskȱ
assessment.ȱ
2.12
Theȱ ANAOȱ considersȱ thatȱ ifȱ theȱ CRISCȱ implementedȱ strategiesȱ toȱ
improveȱ itsȱ understandingȱ ofȱ theȱ risksȱ associatedȱ withȱ administeringȱ theȱ
incomeȱtaxȱrefundȱprocess,ȱincludingȱhighȱriskȱincomeȱtaxȱrefunds,ȱitȱwouldȱbeȱ
betterȱpositionedȱto:ȱ
x

assessȱifȱtheȱhighȱriskȱincomeȱtaxȱrefundȱtestsȱareȱtargetingȱincomeȱtaxȱ
refundȱclaimsȱthatȱpresentȱasȱaȱactualȱriskȱtoȱrevenue;ȱ

x

targetȱresourcesȱonȱincomeȱtaxȱrefundsȱthatȱrepresentȱanȱactualȱriskȱtoȱ
revenue,ȱwhileȱreducingȱtheȱaverageȱelapsedȱtimeȱforȱtheȱprocessingȱofȱ
highȱriskȱincomeȱtaxȱrefunds;ȱandȱȱ

x

developȱ anȱ enhancedȱ setȱ ofȱ highȱ riskȱ incomeȱ taxȱ refundȱ testsȱ toȱ beȱ
integratedȱintoȱtheȱTaxȱOffice’sȱnewȱtaxȱadministrationȱsystem.ȱ

2.13
TheȱTaxȱOfficeȱisȱexpectingȱthatȱadministrationȱofȱhighȱriskȱincomeȱtaxȱ
refundsȱwillȱbeȱtransferredȱtoȱitsȱnewȱtaxȱadministrationȱsystemȱinȱearlyȱ2008.ȱ
27

The adjustment rate has been calculated by dividing the number of high risk income tax refunds adjusted
by the number of high risk income tax refunds identified by the NTS’s high risk income tax refund tests.
The Tax Office advised that it calculates strike rate by dividing the number of high risk income tax
refunds adjusted by the number of high risk income tax refunds manually reviewed by high risk refund
case officers. Calculating the strike rate in this way increases the ratio of cases adjusted to between
7 and 14 per cent.

28

The Tax Office’s revenue products include Income Tax, Goods and Services Tax, Pay As You Go
Withholding, Pay As You Go Income, Excise, Fringe Benefits Tax and Superannuation.
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Theȱ newȱ informationȱ technologyȱ systemȱ offersȱ greaterȱ flexibilityȱ inȱ assessingȱ
incomeȱ taxȱ returnsȱ andȱ inȱ identifyingȱ highȱ riskȱ incomeȱ taxȱ refunds.ȱ Theȱ
TaxȱOfficeȱ will,ȱ inȱ thisȱ newȱ environment,ȱ beȱ ableȱ toȱ applyȱ aȱ moreȱ
comprehensiveȱrangeȱofȱhighȱriskȱincomeȱtaxȱrefundȱtestsȱtoȱidentifiedȱincomeȱ
taxȱreturns.ȱ
Assessing, prioritising and endorsing significant changes to refund controls
2.14
Ongoingȱ reviewȱ andȱ revisionȱ ofȱ theȱ Taxȱ Office’sȱ highȱ riskȱ incomeȱ taxȱ
refundȱcontrolsȱisȱessentialȱinȱidentifyingȱhighȱriskȱincomeȱtaxȱrefundsȱpriorȱtoȱ
payment.ȱTheȱTaxȱOffice’sȱhighȱriskȱincomeȱtaxȱrefundȱcontrolsȱincorporatedȱinȱ
itsȱRAPȱToolsȱareȱcontinuallyȱbeingȱreviewedȱandȱrefined.ȱTheȱRAPȱToolsȱareȱ
appliedȱ toȱ selectedȱ groupsȱ ofȱ highȱ riskȱ incomeȱ taxȱ refundsȱ andȱ assistȱ withȱ
identifyingȱ lesserȬriskȱ incomeȱ taxȱ refundsȱ fromȱ thoseȱ groups. 29 ȱ Theseȱ areȱ
refundsȱ thatȱ canȱ beȱ automaticallyȱ releasedȱ toȱ taxpayersȱ providingȱ certainȱ
additionalȱ criteriaȱ areȱ met.ȱ Theȱ CRISC,ȱ inȱ lineȱ withȱ itsȱ roleȱ ofȱ endorsingȱ
significantȱ changesȱ toȱ refundȱ controlsȱ thatȱ haveȱ anȱ impactȱ onȱ integrity,ȱ hasȱ
authorisedȱchangesȱtoȱtheȱRAPȱToolsȱandȱembeddedȱriskȱcriteria.ȱ

Role of Refund Integrity Custodian and Refund Integrity Team
2.15
Theȱ Refundȱ Integrityȱ Custodianȱ hasȱ operationalȱ responsibilityȱ forȱ
managingȱ theȱ paymentȱ ofȱ highȱ riskȱ incomeȱ taxȱ refunds,ȱ andȱ reportsȱ toȱ theȱ
CRISCȱonȱtheȱeffectivenessȱofȱtheȱTaxȱOffice’sȱrefundȱcontrols.ȱAȱsmallȱgroupȱ
ofȱTaxȱOfficers,ȱreferredȱtoȱasȱtheȱRefundȱIntegrityȱTeam,ȱsupportsȱandȱreportsȱ
toȱtheȱRefundȱIntegrityȱCustodian.ȱ
2.16
Theȱ Refundȱ Integrityȱ Teamȱ isȱ responsibleȱ forȱ identifyingȱ highȱ riskȱ
incomeȱ taxȱ refundȱ risksȱ andȱ mitigatingȱ theseȱ throughȱ improvementsȱ toȱ theȱ
refundȱ process.ȱ Theȱ Refundȱ Integrityȱ Teamȱ hasȱ establishedȱ informalȱ
relationshipsȱ withȱ aȱ numberȱ ofȱ areasȱ ofȱ theȱ Taxȱ Office,ȱ whichȱ supportsȱ theȱ
sharingȱ ofȱ informationȱ andȱ identificationȱ ofȱ potentialȱ highȱ riskȱ incomeȱ taxȱ
refundȱ risks.ȱ Formalisingȱ theseȱ relationships,ȱ couldȱ promoteȱ theȱ moreȱ
systematicȱ andȱ coordinatedȱ sharingȱ ofȱ informationȱ andȱ mayȱ assistȱ inȱ
identifyingȱnewȱand/orȱemergingȱrisks.ȱTheȱRefundȱIntegrityȱCustodianȱcouldȱ
thenȱ reportȱ thisȱ informationȱ toȱ theȱ CRISC.ȱ Thisȱ wouldȱ assistȱ theȱ CRISCȱ inȱ
betterȱ understandingȱ theȱ broaderȱ riskȱ environmentȱ andȱ furtherȱ developingȱ
andȱrefiningȱitsȱhighȱriskȱincomeȱtaxȱrefundȱcontrols.ȱ
29

The RAP Tools are applied to high risk income tax refunds which have failed any one of the several NTS
high risk income tax refund risk based tests. The RAP Tools do not relate to all of the NTS high risk
income tax refund tests and in 2005–06 approximately 78 per cent of high risk income tax refunds were
reviewed by the RAP Tools.
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Role of the high risk income tax refund teams
2.17
Theȱ Taxȱ Office’sȱ Microȱ Enterprisesȱ andȱ Individualsȱ Businessȱ Lineȱ isȱ
responsibleȱ forȱ managingȱ taxȱ complianceȱ risksȱ andȱ dealingȱ withȱ individuals’ȱ
andȱ microȱ businesses’ȱ taxȱ affairs.ȱ Responsibilityȱ forȱ theȱ reviewȱ ofȱ highȱ riskȱ
incomeȱtaxȱrefundsȱinȱtheȱindividualsȱandȱmicroȱenterprises’ȱmarketȱsegmentsȱ
isȱsplitȱbetweenȱtheȱMicroȱEnterprisesȱandȱIndividualsȱhighȱriskȱrefundȱteamsȱ
andȱ theȱ Clientȱ Accountȱ ServicesȬIncomeȱ Taxȱ ProductȬhighȱ riskȱ refundȱ teams.ȱ
TheȱMicroȱEnterprisesȱandȱIndividualsȱhighȱriskȱrefundȱteamsȱreviewȱselectedȱ
highȱriskȱincomeȱtaxȱrefundsȱpayableȱtoȱindividualȱtaxpayersȱpriorȱtoȱrelease.ȱ
TheȱClientȱAccountȱServicesȬIncomeȱTaxȱProductȬhighȱriskȱrefundȱteamsȱactionȱ
complementaryȱ highȱ riskȱ incomeȱ taxȱ refundȱ casesȱ forȱ theȱ remainderȱ ofȱ theȱ
individualsȱ marketȱ segmentȱ andȱ taxpayersȱ inȱ theȱ Taxȱ Office’sȱ otherȱ marketȱ
segments.ȱ

Recommendation No.1
2.18
Theȱ ANAOȱ recommendsȱ thatȱ toȱ systematicallyȱ identify,ȱ assessȱ andȱ
subsequentlyȱmitigateȱhighȱriskȱincomeȱtaxȱrefundȱrisks,ȱincludingȱnewȱand/orȱ
emergingȱrisks,ȱtheȱTaxȱOfficeȱshould:ȱ
(a)

undertakeȱperiodicȱstrategicȱriskȱassessmentsȱofȱincomeȱtaxȱrefundsȱandȱ
theȱprocessesȱsupportingȱtheirȱadministration;ȱandȱȱ

(b)

establishȱ mechanismsȱ forȱ theȱ regularȱ reportingȱ ofȱ incomeȱ taxȱ refundȱ
riskȱinformationȱtoȱtheȱCRISCȱfromȱrelevantȱbusinessȱareas,ȱwhichȱcanȱ
thenȱbeȱusedȱtoȱfurtherȱrefineȱtheȱhighȱriskȱincomeȱtaxȱrefundȱcontrols.ȱ

Agency response
2.19

Agreed.ȱ

2.20
TheȱTaxȱOfficeȱthroughȱtheȱmembershipȱofȱtheȱCreditȱRefundȱIntegrityȱ
Steeringȱ Committeeȱ hasȱ currentȱ accessȱ toȱ complianceȱ riskȱ informationȱ fromȱ
relevantȱbusinessȱareasȱinȱadditionȱtoȱtheȱIncomeȱTaxȱProductȱCommitteeȱandȱ
itsȱannualȱHealthȱOfȱTheȱSystemȱAnalysisȱassessments.ȱ
2.21
Relevantȱ informationȱ relatingȱ toȱ specificȱ refundȱ incidentsȱ andȱ broaderȱ
trendsȱinȱrefundȱrisksȱdoesȱformȱpartȱofȱtheȱcurrentȱconsiderationȱofȱtheȱCreditȱ
RefundȱIntegrityȱsteeringȱCommittee.ȱTheȱcommitteeȱrecognisesȱthatȱthisȱcouldȱ
beȱ furtherȱ enhancedȱ byȱ implementingȱ moreȱ formalȱ mechanismsȱ thatȱ directlyȱ
influenceȱtheȱmaintenanceȱandȱrefinementȱofȱtheȱTaxȱOffice’sȱhighȱriskȱincomeȱ
taxȱrefundȱcontrols.ȱ
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Funding arrangements-Compliance Challenges
2.22
Asȱ notedȱ earlier,ȱ theȱ Taxȱ Officeȱ receivedȱ additionalȱ fundingȱ inȱ theȱ
2004–05ȱBudgetȱ toȱ assistȱ withȱ theȱ treatmentȱ ofȱ complianceȱ relatedȱ risks.ȱ Thisȱ
fundingȱ isȱ referredȱ toȱ asȱ Complianceȱ Challengesȱ andȱ wasȱ conditionalȱ onȱ theȱ
TaxȱOfficeȱ reportingȱ annuallyȱ toȱ theȱ Expenditureȱ Reviewȱ Committee.ȱ Theȱ
TaxȱOfficeȱ hasȱ reportedȱ toȱ Governmentȱ threeȱ timesȱ onȱ theȱ outcomesȱ ofȱ itsȱ
complianceȱ activitiesȱ fundedȱ byȱ theȱ Complianceȱ Challengesȱ Budgetȱ allocation.ȱ
Theȱ ANAOȱ notedȱ thatȱ theȱ Taxȱ Officeȱ hasȱ exceededȱ itsȱ liabilitiesȱ raised 30 ȱ andȱ
coverageȱtargets 31 ȱinȱtheȱrecentȱreportingȱperiods.ȱ
2.23
Inȱ reportingȱ toȱ Government,ȱ theȱ Taxȱ Officeȱ hasȱ notȱ consistentlyȱ
distinguishedȱbetweenȱtheȱdifferentȱcategoriesȱofȱrisk 32 ȱforȱwhichȱfundingȱwasȱ
provided.ȱThereȱisȱscopeȱforȱtheȱTaxȱOfficeȱtoȱreportȱsegregatedȱinformationȱtoȱ
Government,ȱaboutȱeachȱriskȱareaȱforȱwhichȱadditionalȱfundingȱwasȱprovided,ȱ
inȱorderȱtoȱdemonstrateȱitsȱprogressȱinȱmitigatingȱtheȱspecificȱcomplianceȱrisks.ȱ
TheȱTaxȱOfficeȱadvisedȱthatȱGovernmentȱhasȱonlyȱrequestedȱaggregatedȱresultsȱ
toȱbeȱreportedȱandȱthatȱfurtherȱinformationȱisȱavailableȱandȱcouldȱbeȱreportedȱ
toȱtheȱGovernmentȱonȱrequest.ȱ
2.24
Forȱ theȱ purposeȱ ofȱ reportingȱ toȱ Government,ȱ theȱ Taxȱ Officeȱ hasȱ
previouslyȱ recordedȱ adjustmentsȱ arisingȱ fromȱ theȱ reviewȱ ofȱ highȱ riskȱ incomeȱ
taxȱ refundsȱ asȱ eitherȱ Complianceȱ Challengesȱ orȱ businessȱ asȱ usual.ȱ Highȱ riskȱ
incomeȱtaxȱrefundȱcases,ȱwhereȱanȱadjustmentȱisȱmadeȱtoȱreduceȱtheȱvalueȱofȱ
theȱ refund,ȱ haveȱ previouslyȱ beenȱ recordedȱ largelyȱ againstȱ
ComplianceȱChallenges.ȱOtherȱcases,ȱincludingȱnoȱfurtherȱactionȱcases,ȱhaveȱbeenȱ
recordedȱ asȱ businessȱ asȱ usual.ȱ Theȱ ANAOȱ acknowledgesȱ thatȱ theȱ Taxȱ Officeȱ
hasȱ difficultyȱ inȱ differentiatingȱ highȱ riskȱ incomeȱ taxȱ refundȱ Complianceȱ
Challengesȱandȱbusinessȱasȱusualȱcases,ȱasȱtheȱadditionalȱfundingȱhasȱbeenȱusedȱ
toȱenhanceȱanȱexistingȱTaxȱOfficeȱfunction.ȱ
2.25
Theȱ ANAOȱ foundȱ thatȱ highȱ riskȱ incomeȱ taxȱ refundȱ informationȱ
previouslyȱreportedȱtoȱGovernmentȱrelatedȱonlyȱtoȱcasesȱactionedȱbyȱtheȱMicroȱ
Enterprisesȱ andȱ Individualsȱ Businessȱ Line.ȱ Individuals’ȱ highȱ riskȱ incomeȱ taxȱ
refundsȱmayȱbeȱreviewedȱbyȱTaxȱOfficeȱstaffȱfromȱeitherȱtheȱMicroȱEnterprisesȱ
30

Liabilities raised are the net value of adjustments made to income tax refunds payable.

31

Coverage relates to the planned and/or actual number of high risk income tax refund reviews completed
by the Tax Office.

32

Compliance Challenges funding was provided to the Tax Office to mitigate risks in the individuals market.
The underlying risks were associated with capital gains tax, rental expenses and high risk income tax
refunds.
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andȱ Individualsȱ Businessȱ Lineȱ orȱ theȱ Clientȱ Accountȱ Servicesȱ Businessȱ Line.ȱ
Furtherȱinformationȱinȱrelationȱtoȱtheȱoutcomesȱofȱhighȱriskȱincomeȱtaxȱrefundȱ
reviewsȱisȱpresentedȱinȱTableȱ2.1.ȱ
Table 2.1
High risk income tax refund case outcomes
Details/Business Line
High risk income tax refund reviews
completed (Micro Enterprises and Individuals)

2004–05

2005–06

2006–07

36 286

31 560

27 193

$16.1 m

$41.2 m

$27.4 m

58 673

52 240

55 966

$320.5 m1

$47.89 m

$48.69 m

6200

9300

9300

Compliance Challenges (outcomes reported–
individuals market segment as actioned by
Micro Enterprises and Individuals)

17 050

9312

16 756

Compliance Challenges targets (liabilities
raised–individuals market segment as
actioned by Micro Enterprises and Individuals
)

$7.5 m

$11.7 m

$16.9 m

Actual value of adjustments (Micro
Enterprises and Individuals)
High risk income tax refund reviews
completed (Client Account Services)
Actual value of adjustments (Client Account
Services)
Compliance Challenges targets (additional
reviews–individuals market segment)

Note 1:

This figure reflects the revised figure
2004–05 Annual Report, following an
results for that year. The figure is not
years reflect the full implementation of
results.

Source:

Australian Taxation Office.

reported in an erratum to the Commissioner of Taxation
internal review and subsequent broad re-classification of
comparable with subsequent years’ results as those later
the Tax Office’s revised classification of active compliance

Recommendation No.2
2.26
Toȱ improveȱ reportingȱ toȱ Governmentȱ inȱ relationȱ toȱ theȱ
ComplianceȱChallengesȱ Budgetȱ funding,ȱ theȱ ANAOȱ recommendsȱ thatȱ theȱ Taxȱ
Office:ȱ
(a)

reportsȱ performanceȱ againstȱ theȱ individualȱ Complianceȱ Challengesȱ
targetsȱforȱeachȱriskȱareaȱforȱwhichȱtheȱfundingȱwasȱprovided;ȱandȱ

(b)

reportsȱtheȱtotalȱnumberȱofȱhighȱriskȱincomeȱtaxȱrefundsȱreviewedȱandȱ
theȱ totalȱ valueȱ ofȱ adjustmentsȱ madeȱ forȱ individuals’ȱ highȱ riskȱ incomeȱ
taxȱrefundsȱactionedȱbyȱtheȱMicroȱEnterprisesȱandȱIndividualsȱBusinessȱ
Line.ȱ
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Agency response
2.27

AgreedȬȱwithȱdefinedȱparametersȱ

2.28
TheȱTaxȱOfficeȱwillȱreportȱagainstȱtargetsȱforȱeachȱriskȱareaȱandȱprovideȱ
aggregatedȱ resultsȱ forȱ highȱ riskȱ incomeȱ taxȱ refundsȱ actionedȱ byȱ theȱ Microȱ
Enterprisesȱ andȱ Individualsȱ Businessȱ Line.ȱ Thisȱ willȱ beȱ includedȱ inȱ theȱ finalȱ
Expenditureȱ Reviewȱ Committeeȱ Reportȱ forȱ Complianceȱ Challengeȱ activitiesȱ
undertakenȱinȱ2007–2008ȱȱ
2.29
Itȱ isȱ notedȱ thatȱ theȱ implementationȱ ofȱ thisȱ reportȱ willȱ requireȱ aȱ finerȱ
levelȱofȱdetailȱandȱwillȱbeȱaȱonceȱonlyȱreportȱforȱtheȱendȱofȱyearȱreportȱtoȱtheȱ
Expenditureȱ Committee.ȱ Thisȱ willȱ beȱ theȱ finalȱ reportȱ toȱ theȱ Committeeȱ inȱ
relationȱ toȱ theȱ Complianceȱ Challenges.ȱ Suchȱ detailedȱ reportingȱ willȱ notȱ beȱ
requiredȱnorȱcontinueȱbeyondȱthisȱoneȱreport.ȱ

Planning processes relating to high risk income tax
refunds
2.30
Aȱsoundȱorganisationalȱplanningȱframeworkȱisȱanȱessentialȱelementȱofȱ
effectiveȱ managementȱ andȱ governance.ȱ Theȱ Taxȱ Office’sȱ highȱ levelȱ planningȱ
documents,ȱ suchȱ asȱ theȱ subȬplansȱ andȱ strategicȱ statement,ȱ setȱ theȱ overallȱ
directionȱforȱtheȱorganisation.ȱHighȱ riskȱ incomeȱ taxȱ refundsȱ areȱ administeredȱ
asȱpartȱofȱtheȱTaxȱOffice’sȱComplianceȱSubȬPlan.ȱ
2.31
Aȱ riskȱ assessmentȱ model,ȱ referredȱ toȱ asȱ theȱ Healthȱ ofȱ theȱ Systemȱ
Assessment,ȱ supportsȱ theȱ Taxȱ Office’sȱ planningȱ framework.ȱ Healthȱ ofȱ theȱ
Systemȱ Assessmentsȱ considerȱ risksȱ fromȱ bothȱ aȱ Taxȱ Officeȱ productȱ (incomeȱ
tax)ȱ andȱ marketȱ segmentȱ (individualsȱ andȱ microȱ enterprises)ȱ perspective.ȱ
ThroughȱtheȱHealthȱofȱtheȱSystemȱAssessmentȱprocess,ȱtheȱTaxȱOfficeȱaimsȱtoȱ
identifyȱandȱrateȱitsȱcomplianceȱrisksȱandȱdevelopȱstrategiesȱtoȱmitigateȱtheseȱ
risks.ȱTheȱTaxȱOfficeȱhasȱidentifiedȱhighȱriskȱincomeȱtaxȱrefundsȱasȱaȱriskȱarea.ȱ
2.32
ToȱdetermineȱifȱtheȱTaxȱOfficeȱhasȱanȱintegratedȱapproachȱtoȱplanningȱ
forȱ highȱ riskȱ incomeȱ taxȱ refunds,ȱ theȱ ANAOȱ examinedȱ theȱ linksȱ betweenȱ theȱ
Complianceȱ SubȬPlanȱ andȱ lowerȱ levelȱ businessȱ lineȱ andȱ teamȱ planningȱ
documents.ȱTheȱANAOȱfoundȱthatȱtheȱTaxȱOffice’sȱplanningȱdocumentsȱreflectȱ
theȱ risksȱ associatedȱ withȱ highȱ riskȱ incomeȱ taxȱ refundsȱ andȱ areȱ clearlyȱ linked.ȱ
Theȱbusinessȱlines’ȱdeliveryȱplansȱidentifyȱtheȱnumberȱofȱhighȱriskȱincomeȱtaxȱ
refundȱ reviewsȱ toȱ beȱ completed,ȱ whileȱ theȱ teamȱ plansȱ reflectȱ theirȱ overallȱ
responsibilitiesȱandȱareasȱforȱimprovedȱperformance.ȱȱ
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High risk income tax refunds fraud control planning
2.33
Anotherȱ aspectȱ ofȱ theȱ Taxȱ Office’sȱ administrationȱ ofȱ highȱ riskȱ incomeȱ
taxȱrefundsȱisȱfraudȱcontrolȱplanning.ȱTheȱTaxȱOffice,ȱasȱpartȱofȱitsȱapproachȱtoȱ
managingȱ fraud,ȱ hasȱ preparedȱ aȱ seriesȱ ofȱ Fraudȱ Controlȱ Plans.ȱ Theȱ Microȱ
Enterprisesȱ andȱ Individualsȱ Businessȱ Lineȱ Fraudȱ Controlȱ Planȱ identifiesȱ
severalȱ highȱ riskȱ incomeȱ taxȱ refundȱ fraudȱ risksȱ andȱ associatedȱ fraudȱ controlȱ
mechanismsȱtoȱmitigateȱtheȱrisks.ȱ
2.34
TheȱANAOȱfoundȱthatȱtheȱMicroȱEnterprisesȱandȱIndividualsȱBusinessȱ
LineȱFraudȱControlȱPlanȱdoesȱnotȱcoverȱoperationȱofȱtheȱRAPȱTools.ȱTheȱRAPȱ
ToolsȱareȱcriticalȱTaxȱOfficeȱsystemsȱusedȱinȱadministeringȱhighȱriskȱincomeȱtaxȱ
refunds.ȱ Theȱ ANAOȱ expectedȱ thatȱ theȱ Taxȱ Officeȱ wouldȱ haveȱ consideredȱ
operationȱofȱtheȱRAPȱToolsȱinȱpreparingȱitsȱMicroȱEnterprisesȱandȱIndividualsȱ
BusinessȱLineȱFraudȱControlȱPlan.ȱTheȱTaxȱOfficeȱadvisedȱthatȱitȱwillȱconsiderȱ
theȱ developmentȱ andȱ operationȱ ofȱ theȱ RAPȱ Toolsȱ withinȱ theȱ Clientȱ Accountȱ
Servicesȱ Businessȱ Lineȱ Fraudȱ Controlȱ Plan,ȱ asȱ itȱ isȱ theȱ businessȱ ownerȱ ofȱ theȱ
system.ȱ

Performance monitoring and reporting
2.35
Performanceȱ managementȱ underpinsȱ soundȱ managementȱ andȱ
governance.ȱ Ongoingȱ andȱ regularȱ monitoringȱ andȱ reportingȱ ofȱ performanceȱ
supportsȱ agenciesȱ inȱ managingȱ theirȱ programsȱ andȱ inȱ meetingȱ theirȱ externalȱ
accountabilitiesȱtoȱtheȱGovernmentȱandȱtoȱtheȱParliament.ȱ

External reporting of performance in relation to high risk income
tax refund integrity
2.36
TheȱTaxȱOfficeȱreportsȱexternallyȱtoȱtheȱParliamentȱandȱtheȱcommunityȱ
throughȱ itsȱ annualȱ reports.ȱ Theȱ Taxȱ Office’sȱ 2005–06ȱ Annualȱ Reportȱ outlinesȱ
theȱ overallȱ outcomesȱ ofȱ itsȱ highȱ riskȱ incomeȱ taxȱ refundȱ complianceȱ activities.ȱ
AlsoȱoutlinedȱinȱtheȱAnnualȱReportȱareȱhistoricalȱtrendsȱinȱincomeȱtaxȱrefundsȱ
paidȱandȱincomeȱtaxȱreceivedȱbyȱtheȱTaxȱOffice.ȱ
2.37
Highȱriskȱincomeȱtaxȱrefundsȱinȱtheȱindividualsȱandȱmicroȱenterprisesȱ
marketȱ segmentsȱ areȱ administeredȱ byȱ twoȱ differentȱ businessȱ lines.ȱ Thisȱ
requiresȱ theȱ Taxȱ Officeȱ toȱ consolidateȱ informationȱ toȱ reportȱ byȱ marketȱ
segment.ȱ Internalȱ Taxȱ Officeȱ planningȱ isȱ largelyȱ completedȱ byȱ businessȱ line,ȱ
withȱtheȱTaxȱOfficeȱpublishingȱannually,ȱaȱcomplianceȱprogramȱwithȱplannedȱ
activitiesȱandȱresultsȱpresentedȱbyȱmarketȱsegment.ȱȱ
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2.38
Highȱriskȱincomeȱtaxȱrefundȱinformationȱinȱrelationȱtoȱtheȱindividualsȱ
marketȱsegmentȱreportedȱinȱtheȱ2006–07ȱComplianceȱProgramȱandȱCommissionerȱ
ofȱ Taxationȱ Annualȱ Reportȱ 2005–06,ȱ onlyȱ relatesȱ toȱ casesȱ actionedȱ byȱ theȱ Microȱ
EnterprisesȱandȱIndividualsȱBusinessȱLineȱandȱexcludesȱcasesȱactionedȱbyȱtheȱ
Clientȱ Accountȱ Servicesȱ Businessȱ Line.ȱ Toȱ supportȱ theȱ accurateȱ reportingȱ ofȱ
highȱ riskȱ incomeȱ taxȱ refundȱ caseȱ outcomes,ȱ inȱ futureȱ years,ȱ theȱ Taxȱ Officeȱ
shouldȱ eitherȱ consolidateȱ theȱ twoȱ businessȱ lines’ȱ activitiesȱ orȱ qualifyȱ theȱ
informationȱreportedȱasȱappropriate.ȱTheȱTaxȱOffice’sȱEasier,ȱCheaperȱandȱMoreȱ
Personalisedȱ Programȱ isȱ expectedȱ toȱ deliverȱ improvementsȱ toȱ reportingȱ
capability,ȱ whichȱ willȱ supportȱ theȱ moreȱ comprehensiveȱ reportingȱ ofȱ
complianceȱresultsȱinȱfutureȱyears.ȱ
Taxpayers’ Charter Service Standards
2.39
Asȱ discussedȱ inȱ Chapterȱ 1:ȱ Backgroundȱ andȱ Context,ȱ theȱ Taxȱ Office’sȱ
Taxpayers’ȱCharterȱServiceȱStandardsȱindicateȱthatȱwhenȱaȱtaxpayerȱlodgesȱanȱ
incomeȱ taxȱ returnȱ itȱ willȱ generallyȱ beȱ processedȱ withinȱ 14ȱ daysȱ ifȱ lodgedȱ
electronicallyȱorȱ42ȱdaysȱifȱlodgedȱonȱpaper.ȱWhenȱtheȱTaxȱOfficeȱwithholdsȱanȱ
incomeȱ taxȱ refundȱ payableȱ andȱ paysȱ itȱ outsideȱ theȱ Serviceȱ Standardsȱ theȱ
taxpayerȱmayȱbeȱentitledȱtoȱreceiveȱinterest.ȱ
2.40
Inȱ 2006–07ȱ theȱ Taxȱ Officeȱ reportedȱ processingȱ approximatelyȱ
96ȱperȱcentȱ ofȱ incomeȱ taxȱ returnsȱ inȱ accordanceȱ withȱ theȱ Serviceȱ Standards.ȱ
Althoughȱ theȱ Taxȱ Officeȱ isȱ achievingȱ itsȱ Serviceȱ Standardsȱ forȱ paymentȱ ofȱ
refundsȱ onȱ anȱ annualȱ basis,ȱ itȱ acknowledgesȱ thatȱ inȱ someȱ instancesȱ duringȱ
peakȱperiodsȱitȱisȱnotȱmeetingȱtheȱServiceȱStandards.ȱMoreȱspecifically,ȱincomeȱ
taxȱreturnsȱwhereȱaȱhighȱriskȱincomeȱtaxȱrefundȱisȱpayableȱmayȱtakeȱlongerȱtoȱ
processȱ thanȱ theȱ prescribedȱTaxpayers’ȱCharterȱServiceȱStandards.ȱ Inȱ 2004–05ȱ
andȱ 2005–06ȱ theȱ Taxȱ Officeȱ processedȱ withinȱ theȱ Serviceȱ Standards,ȱ
approximatelyȱ 60ȱperȱ centȱ ofȱ individualȱ andȱ microȱ enterpriseȱ incomeȱ taxȱ
returns,ȱ whereȱ aȱ highȱ riskȱ incomeȱ taxȱ refundȱ wasȱ potentiallyȱ payable.ȱ Theȱ
Serviceȱ Standardsȱ stateȱ thatȱ theȱ Taxȱ Officeȱ mayȱ takeȱ longerȱ toȱ processȱ theȱ
incomeȱ taxȱ return,ȱ whereȱ informationȱ recordedȱ requiresȱ checking,ȱ isȱ
incompleteȱorȱincorrect.ȱȱ
2.41
TheȱTaxȱOfficeȱisȱreviewingȱtheȱreportingȱofȱitsȱperformanceȱinȱrelationȱ
toȱ theȱ processingȱ ofȱ incomeȱ taxȱ returns.ȱ Toȱ assistȱ withȱ managingȱ taxpayers’ȱ
expectationsȱ aroundȱ theȱ timelinessȱ ofȱ incomeȱ taxȱ returnȱ processingȱ andȱ
improveȱ externalȱ accountability,ȱ theȱ Taxȱ Officeȱ couldȱ regularlyȱ reportȱ atȱ aȱ
moreȱ detailedȱ levelȱ itsȱ performanceȱ againstȱ theȱ relevantȱ Taxpayers’ȱ Charterȱ
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Serviceȱ Standards.ȱ Inȱ particular,ȱ theȱ averageȱ timeȱ takenȱ toȱ reviewȱ highȱ riskȱ
incomeȱtaxȱrefunds.ȱ

Internal performance monitoring and reporting
2.42
Theȱ Taxȱ Officeȱ reportsȱ internallyȱ onȱ theȱ administrationȱ ofȱ highȱ riskȱ
incomeȱ taxȱ refundsȱ atȱ severalȱ levels.ȱ Internalȱreportingȱ isȱ comprehensiveȱandȱ
focusesȱ onȱ reportingȱ largelyȱ byȱ businessȱ lineȱ withȱ someȱ highȱ riskȱ incomeȱ taxȱ
refundȱinformationȱalsoȱreportedȱbyȱmarketȱsegment.ȱ
2.43
Theȱ ANAOȱ foundȱ thatȱ whileȱ internalȱ Taxȱ Officeȱ reportingȱ isȱ
comprehensive,ȱ itȱ isȱ notȱ possibleȱ toȱ accuratelyȱ compareȱ highȱ riskȱ incomeȱ taxȱ
refundȱ informationȱ capturedȱ atȱ differentȱ pointsȱ inȱ theȱ incomeȱ taxȱ assessmentȱ
process.ȱ Forȱ example,ȱ itȱ isȱ notȱ possibleȱ toȱ accuratelyȱ compareȱ theȱ highȱ riskȱ
incomeȱ taxȱ refundȱ valueȱ calculatedȱ byȱ theȱ Taxȱ Officeȱ toȱ otherȱ incomeȱ taxȱ
refundȱdata. 33 ȱThisȱlimitsȱtheȱassessmentȱofȱtheȱeffectivenessȱofȱtheȱTaxȱOffice’sȱ
administrationȱofȱhighȱriskȱincomeȱtaxȱrefunds.ȱ
2.44
Theȱ ANAOȱ foundȱ thatȱ whileȱ internalȱ Taxȱ Officeȱ reportingȱ isȱ
comprehensive,ȱ itȱ isȱ notȱ possibleȱ toȱ accuratelyȱ compareȱ highȱ riskȱ incomeȱ taxȱ
refundȱ informationȱ capturedȱ atȱ differentȱ pointsȱ inȱ theȱ incomeȱ taxȱ assessmentȱ
process.ȱ Forȱ example,ȱ itȱ isȱ notȱ possibleȱ toȱ accuratelyȱ compareȱ theȱ highȱ riskȱ
incomeȱ taxȱ refundȱ valueȱ calculatedȱ byȱ theȱ Taxȱ Officeȱ toȱ otherȱ incomeȱ taxȱ
refundȱ data.ȱ Thisȱ limitsȱ theȱ Taxȱ Office’sȱ abilityȱ toȱ assessȱ trendsȱ inȱ highȱ riskȱ
incomeȱ taxȱ refundȱ claimsȱ withinȱ andȱ acrossȱ financialȱ years.ȱ Accessȱ toȱ furtherȱ
highȱriskȱincomeȱtaxȱrefundsȱdataȱwouldȱallowȱtheȱTaxȱOffice’sȱtoȱassessȱoverȱ
time,ȱ theȱ effectȱ ofȱ changesȱ toȱ theȱ itsȱ highȱ riskȱ incomeȱ taxȱ refundȱ testȱ criteriaȱ
andȱbetterȱsupportȱtheȱtargetingȱofȱtheȱunderlyingȱcomplianceȱrisks.ȱ
Certificate of Compliance
2.45
Theȱ Financialȱ Managementȱ andȱ Accountabilityȱ Actȱ 1997ȱ providesȱ aȱ
legislativeȱ frameworkȱ forȱ theȱ properȱ useȱ andȱ managementȱ ofȱ publicȱ money.ȱ
TheȱCommissionerȱofȱTaxationȱhasȱaȱresponsibilityȱforȱtheȱproperȱmanagementȱ
ofȱpublicȱmoney,ȱinȱparticular,ȱmattersȱrelatingȱtoȱtheȱhandling,ȱspendingȱandȱ
accountingȱforȱpublicȱmonies.ȱ
2.46
Theȱ Taxȱ Office’sȱ Certificateȱ ofȱ Complianceȱ processȱ relatingȱ toȱ theȱ
Paymentȱ ofȱ Publicȱ Moneyȱ isȱ designedȱ toȱ provideȱ assuranceȱ thatȱ paymentsȱ
made,ȱ forȱ example,ȱ incomeȱ taxȱ refunds,ȱ areȱ correct.ȱ Theȱ Certificateȱ ofȱ
33

The Tax Office calculates the high risk income tax refund value as part of the income tax assessment
process. Where a taxpayer has submitted multiple returns in one year, the high risk income tax refund
value can be overstated as it is an accumulated value calculated across multiple financial years.
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Complianceȱ processȱ isȱ supportedȱ byȱ underlyingȱ Certificatesȱ ofȱ Evidence.ȱ
CertificatesȱofȱEvidenceȱforȱtheȱincomeȱtaxȱrefundȱprocessȱareȱcompletedȱbyȱtheȱ
Refundȱ Integrityȱ Custodianȱ andȱ otherȱ seniorȱ taxȱ officersȱ fromȱ theȱ businessȱ
linesȱresponsibleȱforȱadministeringȱhighȱriskȱincomeȱtaxȱrefunds.ȱ
2.47
Assuranceȱ isȱ providedȱ throughȱ theȱ identificationȱ ofȱ keyȱ controlsȱ andȱ
theirȱ ongoingȱ assessment.ȱ Theȱ ANAOȱ foundȱ thatȱ theȱ Certificateȱ ofȱ Evidenceȱ
processȱ hasȱ inherentȱ weaknessesȱ associatedȱ withȱ questionnaireȬbasedȱ
methodologies.ȱAsȱanȱexample,ȱtheȱRAPȱTools,ȱkeyȱsystemsȱinȱtheȱprocessingȱ
ofȱ highȱ riskȱ incomeȱ taxȱ refunds,ȱ haveȱ beenȱ reportedȱ asȱ beingȱ compliantȱ withȱ
TaxȱOfficeȱstandards.ȱTheȱCertificatesȱofȱEvidenceȱreflectȱthatȱ‘allȱcontrolsȱareȱ
inȱ placeȱ andȱ thereȱ isȱ insignificantȱ riskȱ toȱ theȱ paymentȱ process’ 34 .ȱ However,ȱ
informationȱ technologyȱ securityȱandȱcontrolsȱ weaknessesȱwereȱevidentȱ inȱ theȱ
developmentȱ andȱ operationȱ ofȱ theȱ RAPȱ Tools.ȱ Theseȱ issuesȱ areȱ discussedȱ inȱ
detailȱinȱChapterȱ4:ȱInformationȱTechnologyȱSystems,ȱProcessesȱandȱControls.ȱ
Performance measures
2.48
Soundȱ managementȱ practiceȱ indicatesȱ thatȱ theȱ Taxȱ Officeȱ shouldȱ beȱ
measuringȱ theȱ outputsȱ andȱ theȱ outcomesȱ ofȱ itsȱ highȱ riskȱ incomeȱ taxȱ refundȱ
complianceȱactivities.ȱTheȱTaxȱOffice’sȱkeyȱperformanceȱmeasureȱforȱhighȱriskȱ
incomeȱ taxȱ refundȱ administrationȱ isȱ theȱ numberȱ ofȱ refundsȱ reviewed.ȱ
AdditionalȱinformationȱisȱincludedȱinȱTaxȱOfficeȱmanagementȱreportsȱbutȱthisȱ
informationȱ isȱ notȱ reflectedȱ inȱ itsȱ planningȱ documents.ȱ Theȱ Taxȱ Officeȱ couldȱ
improveȱ itsȱ approachȱ toȱ measuringȱ highȱ riskȱ incomeȱ taxȱ refundȱ complianceȱ
outcomesȱ ifȱ itȱ expandedȱ andȱ betterȱ alignedȱ itsȱ performanceȱ measuresȱ withȱ
informationȱcurrentlyȱreportedȱtoȱmanagement.ȱ

34

Australian Taxation Office–Certificate of Evidence, Refund Control, dated November 2006.

ANAO Audit Report No.12 2007–08
Administration of High Risk Income Tax Refunds in the Individuals and Micro Enterprises Market Segments
46

3. Identifying and Assessing High Risk
Income Tax Refunds
ThisȱChapterȱdiscussesȱtheȱsystemsȱandȱprocessesȱtheȱTaxȱ Officeȱusesȱtoȱidentifyȱandȱ
assessȱhighȱriskȱincomeȱtaxȱrefundsȱpriorȱtoȱpayment.ȱ

Introduction
3.1
Theȱ Taxȱ Officeȱ processedȱ aroundȱ 12.8ȱ millionȱ individualȱ andȱ microȱ
enterpriseȱ incomeȱ taxȱ returnsȱ inȱ 2005–06.ȱ Approximatelyȱ 77ȱperȱ centȱ ofȱ theseȱ
incomeȱtaxȱreturnsȱresultedȱinȱtheȱpaymentȱofȱaȱrefund.ȱDueȱtoȱtheȱvolumeȱofȱ
incomeȱ taxȱ returnsȱ processed,ȱ resourceȱ constraintsȱ andȱ theȱ natureȱ ofȱ
Australia’sȱselfȱassessmentȱtaxationȱsystem,ȱtheȱTaxȱOfficeȱreviewsȱincomeȱtaxȱ
refundȱclaimsȱitȱconsidersȱhighȱrisk.ȱ
3.2
Theȱ ANAOȱ hasȱ examinedȱ howȱ theȱ Taxȱ Officeȱ hasȱ approachedȱ
identifyingȱ andȱ assessingȱ highȱ riskȱ incomeȱ taxȱ refunds,ȱ usingȱ riskȱ basedȱ
methodologies.ȱ Theȱ ANAOȱ reviewedȱ theȱ flowȱ ofȱ incomeȱ taxȱ refundȱ claimsȱ
throughȱtheȱTaxȱOffice’sȱinformationȱtechnologyȱsystems.ȱTheȱANAOȱhasȱalsoȱ
consideredȱtheȱTaxȱOffice’sȱautomatedȱandȱmanualȱprocessesȱforȱreviewȱand/orȱ
verificationȱ ofȱ incomeȱ taxȱ refunds.ȱ Figureȱ 3.1ȱ represents,ȱ atȱ anȱ aggregatedȱ
level,ȱtheȱsystemsȱandȱprocessesȱtheȱTaxȱOfficeȱusesȱinȱadministeringȱhighȱriskȱ
incomeȱtaxȱrefunds.ȱ

Identifying and assessing high risk income tax refunds
The NTS’s high risk income tax refund tests
3.3
Followingȱ lodgement,ȱ theȱ Taxȱ Officeȱ processesȱ allȱ incomeȱ taxȱ returnsȱ
throughȱitsȱNTS.ȱTheȱNTSȱincludesȱmultipleȱhighȱriskȱincomeȱtaxȱrefundȱtestsȱ
relevantȱtoȱindividualsȱandȱmicroȱenterprises.ȱTheȱhighȱriskȱincomeȱtaxȱrefundȱ
testsȱrelateȱtoȱvariousȱgroupingsȱofȱtaxpayersȱandȱuseȱdollarȱvalueȱthresholds,ȱ
variousȱratiosȱandȱotherȱparametersȱtoȱclassifyȱincomeȱtaxȱrefundsȱasȱhighȱrisk.ȱ
Theȱ highȱ riskȱ incomeȱ taxȱ refundȱ testsȱ areȱ designedȱ toȱ helpȱ theȱ Taxȱ Officeȱ
identifyȱ potentialȱ fraud,ȱ errorsȱ inȱ incomeȱ taxȱ returnȱ preparationȱ andȱ largeȱ orȱ
unusualȱrefundȱclaims.ȱ Tableȱ3.1ȱoutlinesȱtheȱnumberȱofȱhighȱriskȱincomeȱtaxȱ
refundsȱtheȱTaxȱOffice’sȱNTSȱidentifiedȱforȱtheȱperiodȱ2004–05ȱtoȱ2006–07.ȱ
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Figure 3.1
High risk income tax refund process
Taxpayers
Lodgement channels
Electronic Lodgement Service
e-tax
Paper

Verified or adjusted high
risk income tax refunds

High Risk
Refund
Teams

ELS Processing

Income tax
refunds assessed
by RAP Tools as
requiring review

RAP Tools

Information relating
to selected groups
of high risk income
tax refunds

Income tax
refunds
identified as
high risk

NTS

Income tax refunds
assessed by the RAP
Tools as lesser risk

Refunder
Module

Automated
Document
Dispatch

Electronic
Funds
Transfer

Notice of assessment and refund to taxpayer where applicable.

Legend:
Information technology system used in
income tax return processing.
Represents the flow of an income tax
return, refund claim and/or refund that
is not considered to be a high risk.

Source:

Information technology system related to
high risk income tax refund processing.
Represents the flow of a high risk income
tax refund.

Australian National Audit Office analysis of Australian Taxation Office information.
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Table 3.1
NTS income tax return processing and high risk income tax refund test
outcomes
Details

2004–05

2005–06

2006–07

Income tax lodgements

12.6 m

12.9 m

14.4 m

Income tax refunds paid

9.6 m

9.8 m

10 m

Value of income tax refunds paid

$21.9 bn

$25.2 bn

$26.4 bn

Income tax refunds classified as high risk

188 434

200 015

202 705

1.9%

2%

2%

Per cent of income tax refunds classified as
high risk
Source:

Australian Taxation Office.

3.4
Asȱpartȱofȱtheȱaudit,ȱtheȱANAOȱreviewedȱoperationȱofȱtheȱNTS’sȱhighȱ
riskȱincomeȱtaxȱrefundȱtests.ȱInȱexaminingȱtheȱhighȱriskȱincomeȱtaxȱrefundȱtestsȱ
theȱANAOȱaimedȱtoȱidentifyȱifȱtheȱtestsȱareȱoperatingȱinȱaccordanceȱwithȱtheirȱ
designȱprinciples.ȱAsȱpreviouslyȱdiscussed,ȱtheȱvolumeȱofȱincomeȱtaxȱrefundsȱ
identifiedȱbyȱtheȱNTSȱasȱhighȱriskȱisȱrelativelyȱlowȱatȱaroundȱ2ȱperȱcentȱofȱallȱ
refundsȱ payable.ȱ However,ȱ highȱ riskȱ incomeȱ taxȱ refundsȱ equalledȱ inȱ totalȱ
value,ȱmoreȱthanȱhalfȱofȱtheȱvalueȱofȱincomeȱtaxȱrefundsȱpaidȱinȱ2005–06.ȱ
3.5
Theȱ ANAOȱ foundȱ thatȱ theȱ Taxȱ Officeȱ hasȱ limitedȱ abilityȱ toȱ assessȱ theȱ
effectivenessȱofȱitsȱNTSȱhighȱriskȱincomeȱtaxȱrefundȱtests.ȱWhileȱtheȱTaxȱOfficeȱ
canȱdetermineȱwhichȱhighȱriskȱincomeȱtaxȱrefundȱtestsȱareȱgeneratingȱcases,ȱitȱ
doesȱ notȱ haveȱ theȱ abilityȱ toȱ completeȱ sensitivityȱ orȱ otherȱ similarȱ analysisȱ toȱ
refineȱ theȱ scopeȱ ofȱ itsȱ highȱ riskȱ incomeȱ taxȱ refundȱ tests.ȱ Dueȱ toȱ theȱ technicalȱ
limitationsȱofȱitsȱcurrentȱinformationȱtechnologyȱsystemsȱtheȱTaxȱOfficeȱcannotȱ
downloadȱsignificantȱnumbersȱofȱpastȱtransactions,ȱwhichȱwouldȱsupportȱthisȱ
typeȱofȱanalysis.ȱTheseȱlimitationsȱhaveȱresultedȱinȱtheȱANAOȱonlyȱbeingȱableȱ
toȱ manuallyȱ reviewȱ 1485ȱ incomeȱ taxȱ lodgementȱ orȱ lodgementȱ amendmentȱ
transactionsȱ relatingȱ toȱ 955ȱ taxpayers.ȱ Fromȱ thisȱ analysis,ȱ theȱ ANAOȱ didȱ notȱ
identifyȱ anyȱ anomaliesȱ inȱ howȱ theȱ NTSȱ highȱ riskȱ incomeȱ taxȱ refundȱ testsȱ areȱ
operating.ȱ
3.6
Asȱ aȱ consequenceȱ ofȱ theȱ ANAO’sȱ inabilityȱ toȱ undertakeȱ substantiveȱ
testingȱofȱtheȱNTSȱhighȱriskȱincomeȱtaxȱrefundȱtests,ȱaȱhighȱdegreeȱofȱrelianceȱ
hasȱbeenȱplacedȱonȱtheȱTaxȱOffice’sȱownȱreviewȱofȱhighȱriskȱincomeȱtaxȱrefundȱ
testsȱ asȱ partȱ ofȱ itsȱ Taxȱ Timeȱ systemsȱ developmentȱ processes. 35 ȱ Toȱ provideȱ
35

Tax Time is the Tax Office’s annual information technology development process for maintenance of its
key information technology systems. Well developed information technology system development and
governance processes support Tax Time.
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furtherȱassuranceȱasȱtoȱintegrityȱofȱtheȱNTSȱhighȱriskȱincomeȱtaxȱrefundȱtests,ȱ
theȱANAOȱ completedȱaȱ highȱlevelȱ reviewȱ ofȱtheȱsystem’sȱ programmingȱcodeȱ
andȱexaminedȱtheȱTaxȱOffice’sȱTaxȱTimeȱtestingȱdocumentationȱrelatingȱtoȱtheȱ
NTSȱhighȱriskȱincomeȱtaxȱrefundȱtests.ȱ
3.7
TheȱscopeȱofȱtheȱhighȱriskȱincomeȱtaxȱrefundȱtestsȱandȱtheȱTaxȱOffice’sȱ
abilityȱ toȱ amendȱ theȱ tests,ȱ isȱ alsoȱ limitedȱ byȱ theȱ functionalityȱ ofȱ system.ȱ Anyȱ
proposedȱchangesȱmustȱbeȱaccommodatedȱwithinȱtheȱTaxȱTimeȱannualȱupdateȱ
processȱforȱtheȱNTS.ȱThisȱincludesȱtheȱendȬtoȬendȱprocessȱthatȱstartsȱwithȱtheȱ
developmentȱofȱaȱbusinessȱcaseȱforȱtheȱsystemȱchanges.ȱTheȱTaxȱOfficeȱadvisedȱ
thatȱ changesȱ toȱ theȱ NTSȱ haveȱ aȱ longȱ leadȱ timeȱ ofȱ upȱ toȱ 18ȱ months.ȱ Theȱ
TaxȱOfficeȱpreviouslyȱacknowledgedȱthatȱthereȱwasȱaȱneedȱforȱongoingȱreviewȱ
ofȱhighȱriskȱincomeȱtaxȱrefundȱcontrolsȱandȱthatȱinȱmovingȱforwardȱitȱneedsȱtoȱ
findȱaȱbetterȱwayȱtoȱassessȱhighȱriskȱincomeȱtaxȱrefundȱrisks.ȱ
3.8
Asȱ notedȱ inȱ Chapterȱ 2:ȱ Managementȱ Arrangements,ȱ theȱ Taxȱ Officeȱ isȱ
expectingȱ toȱ transferȱ incomeȱ taxȱ returnȱ processingȱ toȱ itsȱ newȱ taxȱ
administrationȱ systemȱ inȱ earlyȱ 2008.ȱ Theȱ Taxȱ Officeȱ expectsȱ theȱ newȱ
informationȱtechnologyȱsystemȱtoȱprovideȱgreaterȱflexibilityȱinȱidentifyingȱandȱ
assessingȱhighȱriskȱincomeȱtaxȱrefunds.ȱ

Operation of the RAP Tools
3.9
Highȱ riskȱ incomeȱ taxȱ refundsȱ relatingȱ toȱ individualsȱ andȱ microȱ
enterprisesȱareȱdistributedȱpreȬissueȱthroughȱtheȱElectronicȱLodgementȱServiceȱ
(ELS)ȱProcessingȱSystem,ȱtoȱtheȱhighȱ riskȱ refundȱteams.ȱHighȱriskȱ incomeȱ taxȱ
refundsȱonceȱidentifiedȱareȱsubjectȱtoȱadditionalȱmanualȱand/orȱsystemȱbasedȱ
verificationȱprocedures.ȱ
3.10
Theȱ Taxȱ Officeȱ hasȱ developedȱ systemȬbasedȱ RAPȱ Toolsȱ toȱ assistȱ withȱ
theȱ automatedȱ testingȱ ofȱ highȱ riskȱ incomeȱ taxȱ refunds.ȱ Approximatelyȱ
84ȱperȱcentȱ ofȱ highȱ riskȱ incomeȱ taxȱ refundȱ claimsȱ madeȱ inȱ 2006–07ȱ wereȱ
reviewedȱ byȱ theȱ RAPȱ Toolsȱ withȱ theȱ remainderȱ beingȱ manuallyȱ reviewedȱ byȱ
highȱriskȱrefundȱcaseȱofficers. 36 ȱThoseȱhighȱriskȱincomeȱtaxȱrefundsȱwhichȱfailȱ
theȱRAPȱToolsȱ testsȱareȱ similarlyȱsubjectȱ toȱ manualȱreview.ȱHighȱriskȱ incomeȱ
taxȱ refundsȱ thatȱ haveȱ beenȱ assessedȱ byȱ theȱ RAPȱ Toolsȱ asȱ lowerȱ riskȱ areȱ
processedȱ forȱ releaseȱ toȱ taxpayersȱ withoutȱ furtherȱ reviewȱ and/orȱ verification.ȱ
Tableȱ3.2ȱoutlinesȱtheȱnumberȱofȱhighȱriskȱincomeȱtaxȱrefundsȱthatȱhaveȱbeenȱ
assessedȱbyȱtheȱRAPȱToolsȱsinceȱ2004–05ȱandȱtheȱoutcomesȱofȱthoseȱcases.ȱ
36

The RAP Tools are only applied to selected high risk income tax refunds that have failed one of a
number of the NTS high risk income tax refund risk based tests.
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Table 3.2
High risk income tax refunds reviewed by RAP Tools and case outcomes
Details

2004–05

2005–06

2006–07

High risk income tax refunds subject to review
and/or verification

188 434

200 015

202 705

High risk income tax refunds reviewed by the RAP
Tools

136 651

156 446

169 295

Per cent of high risk income tax refunds reviewed
by the RAP Tools

72.5%

78.2%

83.5%

High risk income tax refunds that passed the RAP
Tools tests

98 249

127 903

131 748

Per cent of high risk income tax refunds that
passed RAP Tools tests

71.9%

81.8%

77.8%

High risk income tax refunds adjusted following
review and/or verification (individuals)

2926

4074

4698

High risk income tax refunds adjusted following
review and/or verification (micro enterprises)

3363

6218

6457

Per cent of high risk income tax refunds adjusted
following review and/or verification

3.34%

5.15%

5.5%

Value of high risk income tax refund adjustments
following review and/or verification (individuals)

$16.1 m

$41.2 m

$27.4 m

Value of high risk income tax refund adjustments
following review and/or verification (micro
enterprises)

$320.5 m1

$47.89 m

$48.69 m

Note 1:

This figure reflects the revised figure reported in an erratum to the Commissioner of Taxation
2004–05 Annual Report, following an internal review and subsequent broad re-classification of
results for that year. The figure is not comparable with subsequent years results as those later
years reflect the full implementation of the Tax Office’s revised classification/definition of active
compliance results. This had the effect of reducing the value of ‘accounting adjustments’ recorded,
as active compliance. The Tax Office has determined that ‘where an internal system could or
should, be able to identify a particular issue – and where the client calculates the tax correctly –
37
then any adjustments should not be classified as active compliance’.

Source:

Australian National Audit Office analysis of Australian Taxation Office data.

Developing the Risk Assessment Profiling Toolȱ
3.11
Toȱmaintainȱrefundȱintegrityȱinȱaȱdynamicȱenvironmentȱitȱisȱimportantȱ
thatȱ theȱ Taxȱ Officeȱ collects,ȱ analysesȱ andȱ usesȱ riskȱ basedȱ informationȱ toȱ
supportȱ ongoingȱ developmentȱ ofȱ itsȱ informationȱ technologyȱ systems.ȱ Whileȱ
theȱ Refundȱ Integrityȱ Teamȱ doesȱ notȱ haveȱ aȱ formalȱ processȱ forȱ routinelyȱ
identifying,ȱ monitoringȱ andȱ reportingȱ risksȱ relevantȱ toȱ theȱ administrationȱ ofȱ
highȱriskȱincomeȱtaxȱrefunds;ȱitȱconductedȱaȱnumberȱofȱinformationȱgatheringȱ
37

Australian Taxation Office – Active Compliance Steering Committee Submission Paper dated 22 August
2006, Operations – High Risk Refunds.
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workshopsȱinȱ2005.ȱTheseȱworkshopsȱdrewȱtogetherȱkeyȱinternalȱstakeholdersȱ
andȱ focusedȱ onȱ howȱ bestȱ toȱ manageȱ highȱ riskȱ incomeȱ taxȱ refundsȱ withinȱ theȱ
TaxȱOffice’sȱinformationȱtechnologyȱenvironment.ȱTheȱRefundȱIntegrityȱTeamȱ
consideredȱ informationȱ fromȱ theseȱ workshopsȱ whenȱ refiningȱ theȱ RAPȱ Tools.ȱ
Theȱ Refundȱ Integrityȱ Teamȱ alsoȱ receivesȱ requestsȱ fromȱ otherȱ Taxȱ Officeȱ staffȱ
forȱ enhancementȱ to,ȱ orȱ notificationȱ ofȱ anomaliesȱ in,ȱ howȱ theȱ RAPȱ Toolsȱ areȱ
operating.ȱ Thisȱ informationȱ isȱ usedȱ toȱ rectifyȱ errorsȱ andȱ furtherȱ developȱ theȱ
RAPȱTools.ȱ
3.12
Theȱ Refundȱ Integrityȱ Teamȱ inȱ consultationȱ withȱ theȱ Taxȱ Office’sȱ Dataȱ
Analyticsȱ capabilityȱ hasȱ alsoȱ implementedȱ aȱ numberȱ ofȱ enhancedȱ highȱ riskȱ
incomeȱ taxȱ refundȱ andȱ dataȱ analyticsȱ businessȱ rules.ȱ Theȱ businessȱ rulesȱ areȱ
basedȱ onȱ comprehensiveȱ dataȱ analysisȱ andȱ complexȱ predictiveȱ modellingȱ ofȱ
highȱriskȱincomeȱtaxȱrefunds,ȱandȱhaveȱresultedȱinȱimprovedȱcaseȱselectionȱandȱ
aȱreducedȱworkloadȱforȱtheȱhighȱriskȱrefundȱteams.ȱTheȱANAOȱconsidersȱthatȱ
theȱTaxȱOffice’sȱuseȱofȱdataȱanalyticsȱmodellingȱisȱaȱsoundȱinitiativeȱaimedȱatȱ
improvingȱitsȱadministrationȱofȱhighȱriskȱincomeȱtaxȱrefunds.ȱ

Risk based approach to administering high risk income
tax refunds
3.13
Theȱ Taxȱ Officeȱ focusesȱ onȱ managingȱ incomeȱ taxȱ refundsȱ identifiedȱ asȱ
highȱ riskȱ asȱ partȱ ofȱ theȱ incomeȱ taxȱ assessmentȱ process.ȱ Inȱ 2006–07ȱ theȱ
TaxȱOfficeȱ classifiedȱ 202ȱ705ȱ incomeȱ taxȱ refundsȱ payableȱ toȱ individualsȱ andȱ
microȱenterprisesȱasȱhighȱrisk.ȱTheseȱhighȱriskȱrefundsȱhadȱaȱcombinedȱvalueȱ
inȱexcessȱofȱhalfȱofȱtheȱvalueȱofȱallȱincomeȱtaxȱrefundsȱpaid.ȱ
3.14
TheȱANAOȱobservedȱthatȱtheȱTaxȱOfficeȱhasȱfocusedȱonȱunderstandingȱ
theȱbehaviourȱofȱtaxpayers’ȱwhoseȱincomeȱtaxȱrefundsȱhaveȱbeenȱidentifiedȱasȱ
highȱ risk.ȱ Consequently,ȱ thereȱ wouldȱ beȱ benefitȱ inȱ theȱ Taxȱ Officeȱ givingȱ
greaterȱemphasisȱtoȱunderstandingȱtheȱchangingȱenvironmentȱandȱdynamicsȱofȱ
taxpayerȱbehaviourȱthatȱmayȱinfluenceȱtheȱbroaderȱpopulationȱofȱtaxpayersȱtoȱ
makeȱ claimsȱ forȱ largeȱ and/orȱ unusualȱ incomeȱ taxȱ refunds.ȱ Forȱ example,ȱ theȱ
TaxȱOfficeȱcouldȱsystematicallyȱmonitorȱincomeȱ taxȱrefundȱtrends,ȱtoȱidentifyȱ
changesȱ inȱ taxpayerȱ behaviourȱ andȱ enhanceȱ itsȱ highȱ riskȱ incomeȱ taxȱ refundȱ
tests.ȱAdoptingȱsuchȱanȱapproachȱwouldȱprovideȱaȱmoreȱbalancedȱstrategyȱforȱ
addressingȱ incomeȱ taxȱ refundȱ risksȱ acrossȱ theȱ individualsȱ andȱ microȱ
enterprisesȱmarketȱsegments.ȱ
3.15
Asȱpreviouslyȱnoted,ȱtheȱTaxȱOfficeȱhasȱusedȱdataȱanalyticalȱmodellingȱ
toȱ informȱ developmentȱ ofȱ theȱ RAPȱ Tools.ȱ Althoughȱ thisȱ dataȱ analyticalȱ
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modellingȱ isȱ extensive,ȱ theȱ Taxȱ Officeȱ hasȱ onlyȱ usedȱ theȱ incomeȱ taxȱ returnȱ
informationȱ relatingȱ toȱ highȱ riskȱ incomeȱ taxȱ refunds.ȱ Asȱ aȱ result,ȱ theȱ dataȱ
analyticalȱmodellingȱhasȱfocusedȱonȱunderstandingȱtheȱbehaviourȱofȱtaxpayers’ȱ
whoseȱincomeȱ taxȱrefundsȱhaveȱbeenȱ alreadyȱ identifiedȱasȱ highȱrisk.ȱ Theȱ Taxȱ
Officeȱ classifiesȱ approximatelyȱ 2ȱperȱ centȱ ofȱ allȱ incomeȱ taxȱ refundȱ claims,ȱ asȱ
highȱrisk.ȱ
3.16
Toȱ helpȱ provideȱ assuranceȱ thatȱ itȱ isȱ correctlyȱ identifyingȱ theȱ keyȱ
underlyingȱ risksȱ associatedȱ withȱ theȱ administrationȱ ofȱ highȱ riskȱ incomeȱ taxȱ
refundsȱinȱtheȱindividualsȱandȱmicroȱenterprisesȱmarketȱsegments,ȱtheȱANAOȱ
hasȱrecommendedȱthatȱtheȱTaxȱOfficeȱconsiderȱdevelopingȱaȱspecificȱpostȬissueȱ
incomeȱ taxȱ refundȱ complianceȱ strategy.ȱ Thisȱ strategyȱ wouldȱ haveȱ regardȱ toȱ
broaderȱ complianceȱ riskȱ issuesȱ andȱ assessȱ whetherȱ theȱ Taxȱ Office’sȱ existingȱ
preȬissueȱ highȱ riskȱ incomeȱ taxȱ refundȱ testsȱ areȱ effectiveȱ inȱ targetingȱ
nonȬcompliance.ȱTheȱTaxȱOfficeȱcouldȱuseȱtheȱinformationȱand/orȱintelligenceȱ
gainedȱ asȱ anȱ inputȱ intoȱ anyȱ broaderȱ Taxȱ Officeȱ strategicȱ riskȱ assessmentsȱ ofȱ
incomeȱ taxȱ refundȱ processingȱ andȱ theȱ furtherȱ developmentȱ ofȱ itsȱ highȱ riskȱ
incomeȱtaxȱrefundȱtests.ȱȱ

Recommendation No.3
3.17
Theȱ ANAOȱ recommendsȱ thatȱ theȱ Taxȱ Officeȱ considerȱ developingȱ aȱ
specificȱ postȬissueȱ incomeȱ taxȱ refundȱ complianceȱ strategyȱ forȱ theȱ individualsȱ
andȱ microȱ enterprisesȱ marketȱ segments,ȱ toȱ provideȱ assuranceȱ thatȱ itȱ isȱ
identifyingȱ andȱ targetingȱ theȱ keyȱ underlyingȱ risksȱ associatedȱ withȱ
administeringȱtheȱincomeȱtaxȱrefundȱprocess.ȱ
Agency response
3.18

Agreed.ȱȱ

3.19
TheȱTaxȱOfficeȱhasȱalreadyȱcommencedȱaȱpostȬissueȱincomeȱtaxȱrefundȱ
complianceȱstrategyȱforȱtaxpayersȱinȱtheȱmicroȱenterprisesȱmarketȱsegment.ȱAȱ
similarȱ strategyȱ forȱ taxpayersȱ inȱ theȱ individualsȱ marketȱ segmentȱ willȱ beȱ
implementedȱinȱ2008–09.ȱ

High risk income tax refund business support processes
3.20
Theȱ Taxȱ Office’sȱ highȱ riskȱ refundȱ teamsȱ reviewȱ selectedȱ highȱ riskȱ
incomeȱtaxȱrefundsȱonȱaȱpreȬissueȱbasis.ȱTheseȱhighȱriskȱincomeȱtaxȱrefundsȱareȱ
thoseȱ thatȱ haveȱ notȱ passedȱ theȱ automatedȱ RAPȱ Toolsȱ orȱ thoseȱ toȱ whichȱ theȱ
RAPȱToolsȱcannotȱbeȱapplied.ȱToȱassessȱtheȱadequacyȱofȱtheȱmanualȱcontrolsȱinȱ
placeȱ toȱ administerȱ highȱ riskȱ incomeȱ taxȱ refunds,ȱ theȱ ANAOȱ reviewedȱ theȱ
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TaxȱOffice’sȱ proceduralȱ documentation,ȱ staffȱ trainingȱ andȱ qualityȱ assuranceȱ
processes.ȱ Theȱ ANAOȱ alsoȱ reviewedȱ theȱ recordingȱ ofȱ incorrectȱ refundsȱ andȱ
trendsȱ inȱ theirȱ paymentȱ asȱ aȱ measureȱ ofȱ theȱ effectivenessȱ ofȱ theȱ Taxȱ Office’sȱ
controls.ȱ

Documented procedures
3.21
Comprehensiveȱ documentedȱ proceduresȱ provideȱ aȱ policyȱ frameworkȱ
forȱ Taxȱ Officeȱ caseȱ officersȱ reviewingȱ highȱ riskȱ incomeȱ taxȱ refundsȱ andȱ aidȱ
withȱ consistencyȱ inȱ decisionȱ making.ȱ Theȱ ANAOȱ foundȱ thatȱ theȱ Taxȱ Officeȱ
maintainsȱsoundȱproceduralȱdocumentationȱrelatingȱtoȱtheȱmanualȱprocessingȱ
ofȱ highȱ riskȱ incomeȱ taxȱ refunds.ȱ Theȱ Taxȱ Officeȱ hasȱ periodicallyȱ updatedȱ itsȱ
documentedȱproceduresȱtoȱreflectȱchangesȱinȱpolicy.ȱȱ

Staff training
3.22
Staffȱ trainingȱ ensuresȱ thatȱ Taxȱ Officeȱ caseȱ officersȱ haveȱ theȱ necessaryȱ
skillsȱ toȱ undertakeȱ theirȱ work.ȱ Theȱ ANAOȱ foundȱ thatȱ bothȱ theȱ Microȱ
EnterprisesȱandȱIndividuals,ȱandȱClientȱAccountȱServicesȱBusinessȱLinesȱhaveȱ
establishedȱ trainingȱ programsȱ forȱ theirȱ staff.ȱ Trainingȱ isȱ bothȱ formalȱ andȱ
informal.ȱ OnȬtheȬjobȱ trainingȱ andȱ mentoringȱ isȱ aȱ significantȱ partȱ ofȱ theȱ
TaxȱOffice’sȱapproachȱtoȱdeliveringȱtraining.ȱTheȱTaxȱOffice’sȱhighȱriskȱincomeȱ
taxȱrefundsȱtrainingȱandȱsupportȱprocessesȱareȱprovidingȱcaseȱofficersȱwithȱtheȱ
skillsȱrequiredȱtoȱprocessȱhighȱriskȱincomeȱtaxȱrefunds.ȱ

Quality assurance
3.23
Qualityȱ assuranceȱ processesȱ areȱ anȱ integralȱ toolȱ inȱ assessingȱ
performanceȱ andȱ developingȱ soundȱ managementȱ practices.ȱ Theȱ Taxȱ Office’sȱ
highȱ riskȱ incomeȱ taxȱ refundȱ processingȱ isȱ subjectȱ toȱ qualityȱ assuranceȱ reviewȱ
asȱ partȱ ofȱ theȱ Taxȱ Office’sȱ corporateȱ Technicalȱ Qualityȱ Reviewȱ process.ȱ
TechnicalȱQualityȱReviewsȱareȱconductedȱtwiceȱaȱyearȱandȱfocusȱonȱtheȱqualityȱ
ofȱ theȱ Taxȱ Office’sȱ writtenȱ workȱ andȱ complianceȱ withȱ theȱ Taxȱ Officeȱ
proceduresȱandȱpolicy.ȱ
3.24
Theȱ Microȱ Enterprisesȱ andȱ Individuals,ȱ andȱ Clientȱ Accountȱ Servicesȱ
BusinessȱLinesȱalsoȱcompleteȱquarterlyȱqualityȱreviewsȱofȱhighȱriskȱincomeȱtaxȱ
refundȱ cases.ȱ Theȱ qualityȱ reviewsȱ considerȱ bothȱ technicalȱ andȱ proceduralȱ
issues.ȱ Thisȱ isȱ aȱ combinationȱ ofȱ whetherȱ theȱ Taxȱ Officeȱ officerȱ managingȱ theȱ
refundȱcaseȱhasȱmadeȱtheȱcorrectȱdecisionȱregardingȱpaymentȱorȱadjustmentȱofȱ
theȱ refund,ȱ andȱ whetherȱ theȱ caseȱ hasȱ beenȱ managedȱ inȱ accordanceȱ withȱ theȱ
TaxȱOffice’sȱhighȱriskȱincomeȱtaxȱrefundȱpoliciesȱandȱprocedures.ȱȱ
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3.25
Qualityȱ reviewsȱ undertakenȱ inȱ lateȱ 2006ȱ indicatedȱ thatȱ theȱ highȱ riskȱ
incomeȱtaxȱ refundȱteamsȱwereȱ notȱconsistentlyȱmeetingȱtheȱ qualityȱ assuranceȱ
benchmarkȱ standards.ȱ Theȱ ANAOȱ notedȱ thatȱ theȱ qualityȱ reviewȱ teamsȱ haveȱ
madeȱ recommendationsȱ toȱ improveȱ caseȱ managementȱ andȱ outcomes.ȱ Theȱ
businessȱ linesȱ haveȱ reportedȱ thatȱ areȱ theyȱ implementingȱ theȱ qualityȱ reviewȱ
recommendations.ȱ
3.26
Theȱ ANAOȱ considersȱ thatȱ theȱ Taxȱ Office’sȱ frameworkȱ forȱ theȱ manualȱ
reviewȱofȱhighȱriskȱincomeȱtaxȱrefundsȱisȱsound.ȱTheȱTaxȱOffice’sȱproceduresȱ
combinedȱ withȱ skillingȱ andȱ qualityȱ assuranceȱ strategiesȱ areȱ providingȱ anȱ
overallȱ levelȱ ofȱ assuranceȱ thatȱ highȱ riskȱ incomeȱ taxȱ refundsȱ areȱ beingȱ
administeredȱconsistentlyȱacrossȱtheȱTaxȱOffice.ȱ

Incorrectly paid income tax refunds
3.27
Asȱ aȱ measureȱ ofȱ theȱ effectivenessȱ ofȱ theȱ Taxȱ Office’sȱ controlsȱ
supportingȱ theȱ processingȱ ofȱ highȱ riskȱ incomeȱ taxȱ refunds,ȱ theȱ ANAOȱ
reviewedȱ theȱ valueȱ andȱ numberȱ ofȱ incomeȱ taxȱ refundsȱ recordedȱ byȱ theȱ
TaxȱOfficeȱ asȱ havingȱ beenȱ incorrectlyȱ paid.ȱ Theȱ incorrectȱ paymentȱ ofȱ incomeȱ
taxȱ refundsȱ isȱ aȱ significantȱ reputationȱ riskȱ forȱ theȱ Taxȱ Officeȱ andȱ couldȱ
undermineȱ theȱ community’sȱ confidenceȱ inȱ itsȱ administrationȱ ofȱ theȱ taxationȱ
system.ȱ Whereȱ theȱ Taxȱ Officeȱ identifiesȱ andȱ recoversȱ incorrectȱ refundsȱ anyȱ
adverseȱimpactȱcanȱbeȱminimised.ȱ
3.28
TheȱTaxȱOfficeȱadvisedȱthatȱanȱ‘incorrectȱrefundȱregister’ȱwasȱnotȱfullyȱ
implementedȱuntilȱMayȱ2005.ȱBetweenȱJuneȱ2005ȱandȱJuneȱ2007,ȱtheȱTaxȱOfficeȱ
recordedȱinȱitsȱIncorrectȱRefundȱRegisterȱtheȱincorrectȱpaymentȱofȱ$283ȱ433ȱinȱ
highȱ riskȱ incomeȱ taxȱ refundsȱ toȱ individualsȱ andȱ microȱ enterprises.ȱ Theȱ
TaxȱOfficeȱindicatedȱthatȱitȱhadȱbeenȱableȱtoȱrecoverȱapproximatelyȱ80ȱperȱcentȱ
ofȱtheȱvalueȱofȱhighȱriskȱincomeȱtaxȱrefundsȱincorrectlyȱpaidȱtoȱindividualsȱandȱ
microȱ enterprises.ȱ Tableȱ 3.3ȱ presentsȱ dataȱ relatingȱ toȱ highȱ riskȱ incomeȱ taxȱ
refundsȱincorrectlyȱpaidȱbetweenȱ2004–05ȱandȱ2006–07.ȱ
Table 3.3
Incorrectly paid income tax refunds in the individuals and micro
enterprises market segments
Details

2004–05

2005–06

2006–07

Number of incorrectly paid refunds

10

12

12

Combined incorrect refund amount

$386 224

$181 389

$102 044

Amount indicated by the Tax Office as
recovered

$350 246

$ 139 652

$91 546

Source:

Australian National Audit Office analysis of Australian Taxation Office information.
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3.29
Theȱ Taxȱ Officeȱ hasȱ nowȱ establishedȱ formalȱ reportingȱ proceduresȱ forȱ
incorrectlyȱ paidȱ incomeȱ taxȱ refundsȱ withȱ detailedȱ reportsȱ providedȱ toȱ theȱ
Refundȱ Integrityȱ Team.ȱ Theȱ Taxȱ Officeȱ hasȱ reviewȱ processesȱ toȱ verifyȱ theȱ
accuracyȱofȱrefundsȱwhereȱtheyȱhaveȱbeenȱidentifiedȱasȱhavingȱbeenȱincorrectlyȱ
paid.ȱTheseȱprocessesȱareȱcurrentlyȱmanualȱandȱonlyȱundertakenȱonȱaȱselectedȱ
caseȬbyȬcaseȱ basis.ȱ Theȱ Taxȱ Officeȱ inȱ reviewingȱ incorrectȱ refundsȱ isȱ wellȱ
positionedȱtoȱidentifyȱsystemȱorȱbusinessȱprocessȱweaknesses.ȱ

Recommendation No.4
3.30
Theȱ ANAOȱ recommendsȱ thatȱ followingȱ theȱ introductionȱ ofȱ theȱ
TaxȱOffice’sȱ newȱ taxȱ administrationȱ system,ȱ theȱ Taxȱ Officeȱ shouldȱ
systematicallyȱ analyseȱ allȱ incorrectlyȱ paidȱ highȱ riskȱ incomeȱ taxȱ refunds,ȱ inȱ
orderȱ toȱ identifyȱ andȱ addressȱ systemȱ orȱ businessȱ processȱ weaknesses,ȱ andȱ
identifyȱotherȱpotentiallyȱincorrectlyȱpaidȱhighȱriskȱincomeȱtaxȱrefunds.ȱ
Agency response
3.31

Agreed.ȱ

3.32
Theȱ Taxȱ Officeȱ currentlyȱ reviewsȱ andȱ analysesȱ reportedȱ incidentsȱ ofȱ
incorrectȱ refundsȱ inȱ orderȱ toȱ identifyȱ anyȱ underlyingȱ systemicȱ issuesȱ ofȱ
weaknessȱinȱitsȱadministrativeȱsystems.ȱ
3.33
Informationȱ technologyȱ advancementsȱ expectedȱ toȱ beȱ introducedȱ intoȱ
theȱ Taxȱ Officeȱ nextȱ yearȱ willȱ enableȱ incorrectȱ refundȱ analysisȱ processesȱ toȱ beȱ
conductedȱ moreȱ efficiently.ȱ Thisȱ willȱ provideȱ moreȱ comprehensiveȱ assuranceȱ
ofȱtheȱcorrectȱoperationȱofȱtheȱoffice’sȱadministrativeȱsystems.ȱ

Tax Office’s approach to managing aged high risk income
tax refund cases
3.34
Theȱ Taxȱ Office’sȱ timelyȱ processingȱ ofȱ highȱ riskȱ incomeȱ taxȱ refundsȱ
supportsȱ theȱ principlesȱ outlinedȱ inȱ theȱ Taxȱ Office’sȱ Taxpayers’ȱ Charterȱ andȱ
helpsȱ toȱ maintainȱ theȱ communities’ȱ confidenceȱ inȱ theȱ Taxȱ Office’sȱ
administrationȱofȱtheȱtaxationȱsystem.ȱTheȱANAOȱnotedȱthatȱtheȱTaxȱOfficeȱhasȱ
experiencedȱongoingȱtimelinessȱissuesȱwithȱtheȱprocessingȱofȱhighȱriskȱincomeȱ
taxȱ refunds.ȱ Inȱ lateȱ 2006ȱ theȱ Taxȱ Officeȱ allocatedȱ additionalȱ resourcesȱ toȱ theȱ
MicroȱEnterprisesȱandȱIndividualsȱBusinessȱLineȱtoȱhelpȱreduceȱtheȱnumberȱofȱ
highȱriskȱincomeȱtaxȱrefundȱcasesȱonȱhand.ȱ
3.35
Tableȱ 3.4ȱ comparesȱ highȱ riskȱ incomeȱ taxȱ refundȱ casesȱ onȱ handȱ atȱ theȱ
beginningȱofȱDecemberȱ2006ȱwithȱcasesȱonȱhandȱatȱtheȱendȱofȱMarchȱ2007.ȱTheȱ
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TaxȱOfficeȱhasȱreducedȱhighȱriskȱincomeȱtaxȱrefundȱcaseȱholdingsȱoverȱ28ȱdaysȱ
inȱ theȱ Microȱ Enterprisesȱ andȱ Individualsȱ Businessȱ Lineȱ byȱ 47ȱperȱ cent.ȱ Inȱ
comparison,ȱduringȱtheȱsameȱperiodȱhighȱriskȱincomeȱtaxȱrefundȱcaseȱholdingsȱ
overȱ 28ȱ daysȱ inȱ theȱ Clientȱ Accountȱ Servicesȱ Businessȱ Lineȱ reducedȱ byȱ
17ȱperȱcent.ȱ Althoughȱ theȱ Taxȱ Officeȱ hasȱ aȱ significantȱ numberȱ ofȱ casesȱ agedȱ
overȱ 91ȱ days,ȱ itsȱ abilityȱ toȱ finaliseȱ theseȱ casesȱ isȱ limited.ȱ Theȱ reasonsȱ forȱ theȱ
delaysȱ inȱ finalisingȱ theseȱ casesȱ includeȱ thatȱ theȱ Taxȱ Officeȱ isȱ waitingȱ onȱ
informationȱfromȱtheȱtaxpayersȱorȱtheirȱtaxȱagents,ȱtheȱTaxȱOfficeȱisȱwaitingȱonȱ
lodgementȱ ofȱ anȱ outstandingȱ incomeȱ taxȱ return,ȱ andȱ theȱ returnȱ hasȱ beenȱ
referredȱtoȱanotherȱarea.ȱ
Table 3.4
High risk income tax refund cases on hand
Period
Micro Enterprises and
Individuals Business Line
December 2006
Micro Enterprises and
Individuals Business Line
March 2007
Client Account Services
Business Lines
December 2006
Client Account Services
Business Lines
March 2007
Source:

<14
days

15–28
days

29–60
days

61–90
days

>91
days

Total

569

894

1511

348

548

3870

15%

23%

39%

9%

14%

100%

441

326

468

124

688

2047

22%

16%

22%

6%

34%

100%

1384

1157

1363

291

429

4624

30%

25%

30%

6%

9%

100%

1124

733

929

290

503

3579

31%

21%

26%

8%

14%

100%

Australian Taxation Office.

Private sector stakeholder feedback
3.36
DuringȱtheȱauditȱtheȱANAOȱconsultedȱwithȱaȱnumberȱofȱprivateȱsectorȱ
stakeholdersȱ aboutȱ theȱ Taxȱ Office’sȱ administrationȱ ofȱ highȱ riskȱ incomeȱ taxȱ
refundsȱ inȱ theȱ individualsȱ andȱ microȱ enterprisesȱ marketȱ segments.ȱ Theȱ
consultationȱ processȱ identifiedȱ severalȱ issuesȱ includingȱ theȱ needȱ forȱ theȱ
TaxȱOfficeȱto:ȱ
x

betterȱ manageȱ taxpayers’ȱ expectationsȱ asȱ toȱ timelyȱ processingȱ ofȱ
incomeȱ taxȱ returnsȱ andȱ refunds,ȱ inȱ particularȱ refundsȱ thatȱ haveȱ beenȱ
withheldȱforȱreview;ȱ
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x

x

notifyȱ taxȱ agentsȱ whenȱ incomeȱ taxȱ refundsȱ haveȱ beenȱ withheldȱ forȱ
review,ȱ thisȱ wouldȱ helpȱ taxȱ agentsȱ manageȱ theirȱ clients’ȱ expectationsȱ
aboutȱtheȱprocessingȱofȱincomeȱtaxȱreturns;ȱandȱ
reviewȱtheȱtimelinessȱofȱincomeȱtaxȱreturnȱprocessingȱwhereȱincomeȱtaxȱ
refundsȱareȱpayable.ȱȱ

3.37
Theȱ Taxȱ Officeȱ hasȱ aȱ numberȱ ofȱ consultativeȱ forumsȱ thatȱ includeȱ
participationȱ fromȱ theȱ professionalȱ accountingȱ andȱ taxationȱ representativeȱ
bodies.ȱTheȱTaxȱOfficeȱisȱaddressingȱsomeȱofȱtheȱissuesȱraisedȱaboutȱprocessingȱ
ofȱ incomeȱ taxȱ refundsȱ thoughȱ theseȱ forums.ȱ Theȱ Taxȱ Officeȱ alsoȱ hasȱ formalȱ
escalationȱ andȱ complaintsȱ processesȱ availableȱ toȱ taxpayersȱ andȱ taxȱ agents.
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4. Information Technology Systems,
Processes and Controls
Thisȱ Chapterȱ discussesȱ theȱ informationȱ technologyȱ environmentȱ supportingȱ theȱ
administrationȱofȱhighȱriskȱincomeȱtaxȱrefundsȱandȱrelatedȱsecurityȱcontrols.ȱ

Introduction
4.1
Theȱ Taxȱ Office,ȱ inȱ processingȱ incomeȱ taxȱ returnsȱ forȱ individualsȱ andȱ
microȱ enterprises,ȱ reliesȱ onȱ severalȱ informationȱ technologyȱ systems.ȱ Itȱ isȱ
importantȱ forȱ theȱ Taxȱ Officeȱ toȱ developȱ andȱ maintainȱ securityȱ andȱ assuranceȱ
mechanismsȱ aroundȱ itsȱ informationȱ technologyȱ systemsȱ inȱ lineȱ withȱ betterȱ
practiceȱ principlesȱ toȱ minimiseȱ itsȱ exposureȱ toȱ risk.ȱ Aȱ failureȱ ofȱ oneȱ ofȱ theȱ
TaxȱOffice’sȱ keyȱ informationȱ technologyȱ systemsȱ orȱ associatedȱ securityȱ
controlsȱcouldȱresultȱinȱtheȱincorrectȱpaymentȱofȱincomeȱtaxȱrefundsȱorȱdelayȱ
theirȱprocessing.ȱ
4.2
Duringȱ theȱ audit,ȱ theȱ ANAOȱ examinedȱ theȱ informationȱ technologyȱ
systemsȱsupportingȱtheȱprocessingȱofȱincomeȱtaxȱreturnsȱandȱtheȱidentificationȱ
andȱ assessmentȱ ofȱ highȱ riskȱ incomeȱ taxȱ refunds.ȱ Theȱ specificȱ areasȱ ofȱ focusȱ
were:ȱ
x

anȱ overviewȱ ofȱ theȱ Taxȱ Office’sȱ informationȱ technologyȱ environmentȱ
supportingȱtheȱprocessingȱofȱhighȱriskȱincomeȱtaxȱrefunds;ȱ

x

changeȱmanagementȱandȱsystemsȱdevelopment;ȱ

x

informationȱtechnologyȱsystemsȱuserȱaccessȱandȱsecurity;ȱandȱ

x

businessȱcontinuityȱmanagement.ȱ

Overview of the information technology environment
4.3
Theȱ Taxȱ Office’sȱ twoȱ mainȱ informationȱ technologyȱ systemsȱ usedȱ toȱ
identifyȱandȱassessȱhighȱriskȱincomeȱtaxȱrefundsȱareȱNTSȱandȱRAPȱTools.ȱTheȱ
flowȱ ofȱ anȱ incomeȱ taxȱ returnȱ andȱ processingȱ ofȱ highȱ riskȱ incomeȱ taxȱ refundsȱ
throughȱ theȱ Taxȱ Office’sȱ informationȱ technologyȱ systemsȱ isȱ presentedȱ inȱ
Figureȱ3.1ȱinȱChapterȱ3:ȱIdentifyingȱandȱAssessingȱHighȱRiskȱIncomeȱTaxȱRefunds.ȱ
4.4
TheȱNTSȱandȱtheȱRAPȱToolsȱhaveȱbeenȱdevelopedȱandȱareȱmaintainedȱ
byȱdifferentȱbusinessȱareasȱ ofȱtheȱTaxȱ Office.ȱ Theȱ NTSȱ isȱ theȱ responsibilityȱ ofȱ
theȱ Taxȱ Office’sȱ mainȱ informationȱ technologyȱ businessȱ area–Informationȱ andȱ
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Communicationsȱ Technology–whileȱ theȱ Refundȱ Integrityȱ Teamȱ hasȱ
responsibilityȱforȱtheȱRAPȱTools.ȱ
4.5
Asȱpreviouslyȱdiscussed,ȱbothȱtheȱNTSȱandȱRAPȱToolsȱareȱexpectedȱtoȱ
beȱreplacedȱinȱlateȱDecemberȱ2007ȱwhenȱtheȱTaxȱOfficeȱintroducesȱitsȱnewȱtaxȱ
administrationȱ system,ȱ asȱ partȱ ofȱ itsȱ Easier,ȱ Cheaperȱ andȱ Moreȱ Personalisedȱ
ChangeȱProgram.ȱAccordingly,ȱtheȱANAOȱhasȱmadeȱonlyȱoneȱrecommendationȱ
relatingȱtoȱtheȱTaxȱOffice’sȱadministrationȱofȱitsȱlegacyȱinformationȱtechnologyȱ
systemsȱusedȱinȱidentifyingȱandȱassessingȱhighȱriskȱincomeȱtaxȱrefunds.ȱ

Change management and systems development
4.6
Soundȱ managementȱ practiceȱ suggestsȱ thatȱ agenciesȱ shouldȱ haveȱ inȱ
placeȱ changeȱ managementȱ processesȱ thatȱ supportȱ developmentȱ andȱ
modificationȱ ofȱ theirȱ informationȱ technologyȱ systems.ȱ Changeȱ managementȱ
relatesȱ toȱ theȱ processesȱ associatedȱ withȱ managingȱ changesȱ toȱ anȱ informationȱ
technologyȱ systemȱ duringȱ itsȱ life.ȱ Thisȱ includesȱ identificationȱ ofȱ theȱ
requirementȱ forȱ changeȱ orȱ development;ȱ detailedȱ businessȱ requirementsȱ
definition;ȱ systemsȱ design,ȱ development,ȱ testingȱ andȱ implementation;ȱ andȱ
documentingȱ theȱ system.ȱ Theȱ Taxȱ Officeȱ hasȱ formalisedȱ processesȱ andȱ
proceduresȱrelatingȱtoȱchangeȱmanagement,ȱsystemsȱdevelopmentȱandȱreleaseȱ
management.ȱ

Change management
National Taxpayer System
4.7
Changesȱto,ȱandȱmaintenanceȱof,ȱtheȱNTSȱisȱsubjectȱtoȱtheȱTaxȱOffice’sȱ
formalȱ changeȱ managementȱ andȱ systemsȱ developmentȱ methodologies.ȱ Theȱ
ANAOȱ wasȱ advisedȱ thatȱ noȱ changesȱ haveȱ beenȱ madeȱ toȱ theȱ NTS’sȱ highȱ riskȱ
incomeȱ taxȱ refundȱ testsȱ sinceȱ Taxȱ Timeȱ 2004.ȱ Theȱ ANAOȱ reviewsȱ theȱ changeȱ
processesȱ associatedȱ withȱ Taxȱ Timeȱ eachȱ yearȱ asȱ partȱ ofȱ itsȱ auditȱ ofȱ theȱ
TaxȱOffice’sȱfinancialȱstatements.ȱConsequently,ȱtheȱANAOȱhasȱnotȱexaminedȱ
ongoingȱmaintenanceȱofȱtheȱNTSȱasȱpartȱofȱthisȱperformanceȱaudit.ȱ
RAP Tools
4.8
Theȱ Refundȱ Integrityȱ Teamȱ hasȱ developedȱ aȱ changeȱ managementȱ
frameworkȱ forȱ theȱ RAPȱ Toolsȱ thatȱ isȱ largelyȱ alignedȱ withȱ Taxȱ Officeȱ policy.ȱ
Requestsȱ forȱ significantȱ changesȱ toȱ theȱ functionalityȱ ofȱ theȱ RAPȱ Toolsȱ areȱ
recordedȱonȱaȱchangeȱrequestȱformȱwithȱtheȱdetailsȱalsoȱrecordedȱinȱaȱchangeȱ
requestȱ registerȱ maintainedȱ byȱ theȱ Refundȱ Integrityȱ Team.ȱ Otherȱ thanȱ
significantȱchangesȱtoȱtheȱfunctionalityȱofȱtheȱRAPȱTools,ȱtheȱRefundȱIntegrityȱ
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Teamȱ hasȱ notȱ formallyȱ recordedȱ changesȱ madeȱ toȱ theȱ system.ȱ Theȱ systemsȱ
developerȱcompletedȱregularȱmaintenanceȱofȱtheȱRAPȱToolsȱinȱresponseȱtoȱuserȱ
feedback.ȱ
4.9
TheȱTaxȱOfficeȱhasȱidentifiedȱthatȱtheȱRAPȱToolsȱhaveȱbeenȱdevelopedȱ
outsideȱ ofȱ Taxȱ Officeȱ changeȱ managementȱ policiesȱ andȱ procedures.ȱ Theȱ
Refundȱ Integrityȱ Teamȱ advisedȱ thatȱ withȱ theȱ pendingȱ implementationȱ ofȱ theȱ
Taxȱ Office’sȱ newȱ taxȱ administrationȱ system,ȱ noȱ furtherȱ changesȱ toȱ theȱ
functionalityȱofȱtheȱRAPȱToolsȱareȱplanned.ȱ

RAP Tools design and development
4.10
Theȱ Refundȱ Integrityȱ Teamȱ initiallyȱ developedȱ theȱ RAPȱ Toolsȱ asȱ aȱ
spreadsheetȱ calculatorȱ withȱ theȱ aimȱ ofȱ automatingȱ severalȱ ofȱ theȱ manualȱ
checkingȱprocessesȱassociatedȱwithȱtheȱreviewȱand/orȱverificationȱofȱhighȱriskȱ
incomeȱtaxȱrefunds.ȱSubsequently,ȱtheȱRefundȱIntegrityȱTeamȱredevelopedȱtheȱ
RAPȱToolsȱusingȱVisualȱBasic. 38 ȱȱ
4.11
InȱreviewingȱtheȱdevelopmentȱandȱtestingȱofȱtheȱTaxȱOffice’sȱRAPȱToolsȱ
theȱANAOȱexaminedȱinternalȱTaxȱOfficeȱpolicyȱdocumentsȱandȱconsideredȱtheȱ
systemȱ developmentȱ lifecycleȱ methodologyȱ applied.ȱ Theȱ businessȱ
requirementsȱ forȱ anyȱ informationȱ technologyȱ systemȱ shouldȱ beȱ determinedȱ
priorȱ toȱ systemsȱ developmentȱ commencing.ȱ Aȱ clearȱ definitionȱ ofȱ userȱ
requirementsȱassistsȱinȱtheȱdevelopmentȱofȱsystemsȱwhichȱmeetȱusers’ȱneeds.ȱ
4.12
Theȱ Refundȱ Integrityȱ Team,ȱ inȱ developingȱ theȱ RAPȱ Tools,ȱ failedȱ toȱ
complyȱ withȱ theȱ Taxȱ Office’sȱ ownȱ policyȱ andȱ proceduresȱ relatingȱ toȱ systemȱ
designȱandȱdevelopment.ȱTheȱbusinessȱrequirementsȱandȱbusinessȱcaseȱforȱtheȱ
RAPȱToolsȱwereȱpreparedȱafterȱtheȱsystemȱhadȱbeenȱdeveloped.ȱSimilarly,ȱtheȱ
functionalȱspecificationsȱforȱtheȱRAPȱToolsȱwereȱpreparedȱpostȱdevelopment.ȱ
4.13
TheȱCRISCȱwasȱrequestedȱtoȱapproveȱtheȱcurrentȱoperationȱofȱtheȱRAPȱ
Toolsȱ inȱ lateȱ 2005.ȱ Theȱ committeeȱ identifiedȱ thatȱ theȱ documentationȱ andȱ
governanceȱ supportingȱ theȱ RAPȱ Toolsȱ wasȱ belowȱ standard.ȱ Theȱ Refundȱ
Integrityȱ Teamȱ subsequentlyȱ developedȱ businessȱ requirementsȱ andȱ otherȱ
systemsȱdocumentationȱinȱorderȱtoȱobtainȱCRISCȱsignȬoffȱofȱtheȱsystem.ȱ
4.14
Theȱ Refundȱ Integrityȱ Teamȱ advisedȱ thatȱ theyȱ consultedȱ extensivelyȱ
withȱ theȱ highȱ riskȱ refundȱ teamsȱ inȱ developingȱ theȱ RAPȱ Tools.ȱ Anecdotalȱ
38

Visual Basic is a programming environment in which a programmer uses a graphical user interface to
choose and modify pre-selected sections of code written in the BASIC programming language. Since
Visual Basic is easy to learn and fast to write code with, it is sometimes used to prototype an application
that will later be written in another programming language.
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evidenceȱsuggestsȱthatȱusersȱareȱsatisfiedȱwithȱtheȱoperationȱofȱtheȱRAPȱTools.ȱ
Notwithstanding,ȱ theȱ CRISCȱ whoȱ haveȱ ultimateȱ responsibilityȱ forȱ incomeȱ taxȱ
refundȱintegrityȱshouldȱhaveȱbeenȱconsultedȱandȱapprovedȱtheȱdevelopmentȱofȱ
theȱRAPȱTools.ȱ
Information technology systems testing
4.15
Informationȱ technologyȱ systemsȱ testingȱ isȱ anȱ importantȱ aspectȱ ofȱ
informationȱ technologyȱ development.ȱ Itȱ isȱ usedȱ toȱ provideȱ assuranceȱ thatȱ aȱ
systemȱisȱoperatingȱasȱspecifiedȱinȱrelevantȱdocumentation,ȱincludingȱbusinessȱ
requirements,ȱ andȱ thatȱ theȱ systemȱ hasȱ noȱ unexpectedȱ impacts,ȱ includingȱ anyȱ
adverseȱimpactsȱonȱtheȱoperationȱofȱotherȱsystems.ȱȱ
4.16
Theȱ Taxȱ Officeȱ advisedȱ thatȱ bothȱ theȱ systemsȱ developerȱ andȱ usersȱ
completedȱ testingȱ ofȱ theȱ RAPȱ Tools.ȱ Theȱ ANAOȱ notedȱ thatȱ limitedȱ
postȬimplementationȱ reviewsȱ ofȱ theȱ RAPȱ Toolsȱ haveȱ alsoȱ beenȱ completedȱ
throughȱtheȱuseȱofȱcontrolȱcases.ȱThisȱprovidesȱaȱdegreeȱofȱassuranceȱasȱtoȱtheȱ
correctȱ operationȱ ofȱ aspectsȱ ofȱ theȱ RAPȱ Tools.ȱ However,ȱ dueȱ toȱ theȱ limitedȱ
natureȱofȱtheȱTaxȱOffice’sȱdocumentationȱaroundȱtheȱRAPȱTools,ȱtheȱANAOȱisȱ
notȱ ableȱ toȱ confirmȱ thatȱ allȱ aspectsȱ ofȱ theȱ RAPȱ Toolsȱ haveȱ beenȱ adequatelyȱ
testedȱand/orȱalignȱwithȱuserȱrequirements.ȱȱȱ
Complete and accurate documentation
4.17
Completeȱandȱaccurateȱinformationȱtechnologyȱsystemsȱdocumentationȱ
isȱ essentialȱ inȱ supportingȱ theȱ effectiveȱ ongoingȱ managementȱ ofȱ applicationsȱ
andȱ systems.ȱ Theȱ documentationȱ shouldȱ beȱ comprehensiveȱ andȱ describeȱ allȱ
aspectsȱ ofȱ theȱ systems.ȱ Theȱ availableȱ documentationȱ shouldȱ includeȱ businessȱ
requirements;ȱ functionalȱ andȱ technicalȱ specifications;ȱ testȱ plansȱ andȱ results;ȱ
andȱ approvalsȱ byȱ relevantȱ stakeholders.ȱ Inȱ theȱ absenceȱ ofȱ completeȱ systemsȱ
documentation,ȱitȱisȱdifficultȱforȱtheȱTaxȱOfficeȱtoȱdetermineȱifȱitsȱinformationȱ
technologyȱ systemsȱ areȱ operatingȱ inȱ accordanceȱ withȱ theirȱ businessȱ
requirements,ȱ designȱ principlesȱ andȱ itsȱ relatedȱ policies.ȱ Inadequateȱ
informationȱ technologyȱ systemsȱ documentationȱ canȱ alsoȱ adverselyȱ affectȱ
businessȱcontinuityȱandȱongoingȱmaintenanceȱofȱtheȱsystem.ȱ
4.18
Asȱ notedȱ earlier,ȱ theȱ CRISCȱ whenȱ itȱ wasȱ requestedȱ toȱ approveȱ theȱ
currentȱoperationȱofȱtheȱRAPȱToolsȱinȱlateȱ2005,ȱidentifiedȱthatȱdevelopmentȱofȱ
theȱRAPȱToolsȱwasȱnotȱdocumented.ȱTheȱRefundȱIntegrityȱTeamȱsubsequentlyȱ
developedȱ aȱ businessȱ caseȱ andȱ systemsȱ documentation 39 ȱ inȱ orderȱ toȱ obtainȱ
39

These included documents titled: Overview of the Development Process, Functional Specification and
draft Quality Assurance Process.
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approvalȱforȱtheȱRAPȱToolsȱbyȱtheȱCRISC.ȱ Theȱ CRISCȱapprovedȱ operationȱofȱ
theȱfirstȱofȱthreeȱRAPȱToolsȱinȱearlyȱ2006.ȱTheȱCRISCȱsubsequentlyȱapprovedȱ
operationȱ ofȱ theȱ otherȱ RAPȱ Tools.ȱ Theȱ ANAOȱ reviewedȱ theȱ RAPȱ Toolsȱ
documentation,ȱ includingȱ systemsȱ testingȱ documentation,ȱ andȱ foundȱ thatȱ itȱ
wasȱ belowȱ theȱ standardȱ expectedȱ forȱ suchȱ criticalȱ informationȱ technologyȱ
systems.ȱ

Information technology system user access and security
4.19
Caseȱofficersȱprocessingȱhighȱriskȱincomeȱtaxȱrefundsȱneedȱaccessȱtoȱaȱ
numberȱ ofȱ Taxȱ Officeȱ systems.ȱ Theȱ mainȱ systemȱ isȱ ELSȱ Processingȱ throughȱ
whichȱhighȱriskȱincomeȱtaxȱrefundȱcasesȱareȱchannelled.ȱWhenȱanȱincomeȱtaxȱ
returnȱfailsȱanȱNTSȱhighȱriskȱincomeȱtaxȱrefundȱtestȱanȱexceptionȱisȱcreatedȱinȱ
ELSȱ Processing.ȱ Theseȱ highȱ riskȱ incomeȱ taxȱ refundȱ exceptionsȱ areȱ thenȱ eitherȱ
profiledȱ byȱ theȱ RAPȱ Toolsȱ orȱ manuallyȱ reviewedȱ byȱ aȱ caseȱ officer.ȱ Accessȱ toȱ
theȱ RAPȱ Toolsȱ isȱ controlledȱ throughȱ theȱ Taxȱ Office’sȱ Caseȱ Reportingȱ System.ȱ
TheȱCaseȱReportingȱSystemȱisȱalsoȱusedȱtoȱmanageȱworkflowȱandȱrecordȱandȱ
monitorȱhighȱriskȱincomeȱtaxȱrefundȱcaseȱoutcomesȱincludingȱadjustments.ȱ

Administration of user access
4.20
Theȱ Microȱ Enterprisesȱ andȱ Individualsȱ andȱ Clientȱ Accountȱ Servicesȱ
BusinessȱLinesȱcontrolȱassignmentȱofȱuserȱaccessȱrightsȱtoȱhighȱriskȱincomeȱtaxȱ
refundȱ casesȱ storedȱ withinȱ ELSȱ Processing.ȱ Accessȱ toȱ theȱ relevantȱ highȱ riskȱ
incomeȱtaxȱrefundȱmoduleȱofȱELSȱProcessingȱneedsȱtoȱbeȱauthorisedȱbyȱaȱhighȱ
riskȱ refundȱ teamȱ leader,ȱ withȱ accessȱ subsequentlyȱ grantedȱ toȱ theȱ userȱ byȱ theȱ
TaxȱOffice’sȱlocalȱworkplaceȱsystemȱadministrators.ȱ
4.21
TheȱRefundȱIntegrityȱTeamȱhasȱimplementedȱaȱdevolvedȱmodelȱofȱuserȱ
accessȱ forȱ theȱ Caseȱ Reportingȱ System.ȱ Highȱ riskȱ incomeȱ taxȱ refundȱ teamȱ
leadersȱ alsoȱ actȱ asȱ Caseȱ Reportingȱ Systemȱ userȱ administrators.ȱ Theȱ highȱ riskȱ
refundȱ teamȱ leadersȱ canȱ grantȱ andȱ revokeȱ accessȱ forȱ usersȱ upȱ toȱ specifiedȱ
levelsȱwithinȱtheȱsystem.ȱ
4.22
Theȱ regularȱ andȱ ongoingȱ reviewȱ ofȱ userȱ accessȱ toȱ theȱ Caseȱ Reportingȱ
Systemȱisȱanȱimportantȱcontrolȱmechanism.ȱThisȱsupportsȱtimelyȱrevocationȱofȱ
userȱaccessȱandȱmaintenanceȱofȱappropriateȱaccessȱlevelsȱforȱindividualȱstaffȱinȱ
theȱexecutionȱofȱtheirȱduties.ȱTheȱANAOȱnotedȱthatȱtheȱRefundȱIntegrityȱTeamȱ
undertookȱ aȱ reviewȱ ofȱ Caseȱ Reportingȱ Systemȱ userȱ accessȱ inȱ midȱ 2006.ȱ Thisȱ
reviewȱidentifiedȱaȱlargeȱnumberȱofȱusersȱwhoȱhadȱleftȱtheȱworkȱareaȱandȱnoȱ
longerȱ requiredȱ accessȱ toȱ theȱ Caseȱ Reportingȱ System.ȱ Underȱ theȱ Taxȱ Office’sȱ
devolvedȱmodelȱofȱuserȱadministration,ȱresponsibilityȱforȱrevokingȱuserȱaccessȱ
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restsȱwithȱtheȱuserȱadministratorsȱlocatedȱinȱeachȱhighȱriskȱrefundȱteam.ȱInȱlineȱ
withȱ theȱ Taxȱ Office’sȱ nationalȱ informationȱ technologyȱ securityȱ policyȱ andȱ
ACSIȱ33ȱ guidelinesȱ theȱ Refundȱ Integrityȱ Teamȱ shouldȱ periodicallyȱ reviewȱ allȱ
userȱaccessȱtoȱtheȱCaseȱReportingȱSystem.ȱ
Administrator level access
4.23
Theȱ Refundȱ Integrityȱ Teamȱ controlsȱ administratorȱ levelȱ accessȱ toȱ theȱ
RAPȱTools.ȱUpȱtoȱfiveȱmembersȱofȱtheȱteamȱcanȱhaveȱthisȱlevelȱofȱaccess.ȱTheȱ
loggingȱ ofȱ userȱ accessȱ andȱ changesȱ toȱ theȱ systemȱ isȱ criticalȱ toȱ provideȱ anȱ
adequateȱ auditȱ trailȱ ofȱ aȱ user’sȱ actionsȱ withinȱ theȱ systems.ȱ Thisȱ isȱ aȱ keyȱ
informationȱtechnologyȱsystemsȱcontrol.ȱTheȱANAOȱnotedȱthatȱtheȱsystemsȱdoȱ
notȱincorporateȱuserȱaccessȱloggingȱandȱconsequentlyȱtheȱTaxȱOfficeȱdoesȱnotȱ
maintainȱanȱadequateȱauditȱtrailȱofȱaȱuser’sȱactionsȱwithinȱtheȱsystems.ȱ

Information technology threat and risk assessments
4.24
TheȱTaxȱOfficeȱcompletesȱthreatȱandȱriskȱassessmentsȱofȱitsȱinformationȱ
technologyȱ systems.ȱ Theseȱ assessmentsȱ generallyȱ considerȱ internalȱ andȱ
externalȱ threats,ȱ largelyȱ fromȱ anȱ informationȱ technologyȱ securityȱ perspective.ȱ
TheȱANAOȱnotedȱthatȱnoȱthreatȱorȱriskȱassessmentȱhadȱbeenȱcompletedȱforȱtheȱ
RAPȱ Toolsȱ orȱ Caseȱ Reportingȱ System.ȱ Further,ȱ asȱ discussedȱ inȱ Chapterȱ 2:ȱ
ManagementȱArrangements,ȱoperationȱofȱtheȱRAPȱToolsȱhasȱnotȱbeenȱreviewedȱ
fromȱ aȱ fraudȱ controlȱ perspective.ȱ Theseȱ controlȱ weaknessesȱ mayȱ beȱ exposingȱ
theȱ Taxȱ Officeȱ toȱ aȱ higherȱ thanȱ acceptableȱ levelȱ ofȱ riskȱ andȱ couldȱ potentiallyȱ
diminishȱ theȱ integrityȱ ofȱ theȱ Taxȱ Office’sȱ highȱ riskȱ incomeȱ taxȱ refundȱ
processes.ȱTheȱTaxȱOfficeȱhasȱadvisedȱthatȱtheȱRAPȱToolsȱwillȱbeȱconsideredȱinȱ
developingȱtheȱnextȱClientȱAccountȱServicesȱBusinessȱLineȱFraudȱControlȱPlan,ȱ
asȱitȱisȱtheȱbusinessȱownerȱofȱtheȱsystem.ȱ

Segregation of duties–RAP Tools development and testing
4.25
Segregationȱ ofȱ informationȱ technologyȱ systemsȱ dutiesȱ isȱ fundamentalȱ
toȱ soundȱ managementȱ practice.ȱ Agenciesȱ shouldȱ haveȱ clearȱ andȱ segregatedȱ
levelsȱ ofȱ responsibility,ȱ particularlyȱ overȱ informationȱ technologyȱ systemsȱ
development,ȱoperation,ȱtechnicalȱsupportȱandȱsecurityȱadministration.ȱ
4.26
TheȱANAOȱfoundȱthatȱaȱsingleȱindividualȱ(theȱsystemsȱdeveloper)ȱhadȱ
beenȱresponsibleȱforȱ systemsȱdevelopment,ȱaspectsȱ ofȱsystemsȱ testing,ȱreleaseȱ
management,ȱ supportȱ andȱ ongoingȱ systemsȱ maintenanceȱ forȱ theȱ RAPȱ Tools.ȱ
Theȱ systemsȱ developerȱ isȱ theȱ onlyȱ personȱ withinȱ theȱ Taxȱ Officeȱ withȱ aȱ wellȱ
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developedȱ workingȱ knowledgeȱ ofȱ theȱ systemsȱ andȱ previouslyȱ heldȱ
administratorȱlevelȱaccess.ȱ
4.27
TheȱANAOȱnotedȱthatȱtheȱRAPȱToolsȱdoȱnotȱhaveȱanȱinbuiltȱauditȱtrailȱ
andȱthatȱtheirȱdesignȱdoesȱnotȱalignȱwithȱcontemporaryȱpractice.ȱTheȱabsenceȱ
ofȱ aȱ dataȱ dictionaryȱ andȱ technicalȱ specificationsȱ furtherȱ limitsȱ theȱ Refundȱ
Integrityȱ Team’sȱ abilityȱ toȱ supportȱ theȱ systemsȱ inȱ theȱ absenceȱ ofȱ theȱ systemsȱ
developer.ȱȱ
4.28
TheȱANAOȱconsidersȱthatȱtheȱlackȱofȱsegregationȱofȱdutiesȱinȱrelationȱtoȱ
theȱ RAPȱ Toolsȱ wasȱ aȱ significantȱ controlȱ weaknessȱ whichȱ exposedȱ theȱ Taxȱ
Officeȱtoȱaȱhigherȱthanȱacceptableȱlevelȱofȱfraudȱriskȱandȱprocessingȱerror.ȱTheȱ
absenceȱ ofȱ anȱ auditȱ trailȱ andȱ systemsȱ documentation,ȱ whichȱ supportsȱ
independentȱverificationȱofȱtheȱoperationȱofȱtheȱsystems,ȱisȱaȱfurtherȱsignificantȱ
controlȱ weaknessȱ thatȱ significantlyȱ limitsȱ incomeȱ taxȱ refundȱ integrity.ȱ Theȱ
TaxȱOfficeȱhasȱadvisedȱthatȱtheȱsystemsȱdeveloperȱmovedȱtoȱaȱnewȱpositionȱasȱ
ofȱ midȬJulyȱ 2007ȱ andȱ thatȱ otherȱ membersȱ ofȱ theȱ Refundȱ Integrityȱ Teamȱ nowȱ
provideȱsupportȱforȱtheȱsystems.ȱ

Business continuity management
4.29
Theȱ disasterȱ recoveryȱ componentȱ ofȱ informationȱ technologyȱ businessȱ
continuityȱ managementȱ focusesȱ onȱ minimisingȱ disruptionȱ toȱ keyȱ businessȱ
systemsȱ neededȱ toȱ supportȱ criticalȱ businessȱ activities.ȱ Inȱ relationȱ toȱ theȱ RAPȱ
Tools,ȱ theȱ Taxȱ Officeȱ isȱ exposedȱ toȱ aȱ highȱ businessȱ continuityȱ risk.ȱ Internalȱ
TaxȱOfficeȱ usersȱ haveȱ becomeȱ heavilyȱ reliantȱ onȱ theȱ RAPȱ Tools.ȱ Theȱ
unavailabilityȱofȱtheseȱsystemsȱcouldȱhaveȱanȱadverseȱimpactȱonȱtheȱtimelinessȱ
ofȱprocessingȱofȱhighȱriskȱincomeȱtaxȱrefundsȱandȱincomeȱtaxȱrefundȱintegrity.ȱ
4.30
Asȱ previouslyȱ discussedȱ theȱ RAPȱ Toolsȱ andȱ Caseȱ Reportingȱ Systemȱ
haveȱ beenȱ developedȱ inȱ house.ȱ Theȱ systemsȱ areȱ notȱ supportedȱ byȱ adequateȱ
documentationȱ suchȱ asȱ dataȱ dictionaries 40 ȱ andȱ technicalȱ specifications.ȱ Theȱ
TaxȱOfficeȱ hasȱ advisedȱ thatȱ upȱ toȱ midȱ 2007,ȱ theȱ systemsȱ developerȱ wasȱ alsoȱ
responsibleȱforȱtheȱongoingȱmaintenanceȱofȱtheȱRAPȱToolsȱandȱCaseȱReportingȱ
System.ȱ Consequently,ȱ theȱ Taxȱ Officeȱ hadȱ aȱ ‘keyȱ man’ȱ riskȱ asȱ itȱ wasȱ heavilyȱ
reliantȱonȱoneȱmemberȱofȱtheȱRefundȱIntegrityȱTeamȱtoȱmaintainȱtheseȱsystems.ȱ

40

A data dictionary is a collection of information relevant to individual data items that make up an
information technology system. One benefit of a well-prepared data dictionary is a consistency between
data items across different tables. For example, several tables may hold telephone numbers; using a
data dictionary the format of this telephone number field will be consistent.
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4.31
TheȱANAOȱwasȱadvisedȱthatȱtheȱRefundȱIntegrityȱteamȱconsultedȱwithȱ
theȱ Informationȱ andȱ Communicationsȱ Technologyȱ (ICT)ȱ businessȱ areaȱ aboutȱ
transferringȱ supportȱ forȱ theȱ RAPȱ Toolsȱ andȱ Caseȱ Reportingȱ System.ȱ
Informationȱ andȱ Communicationsȱ Technologyȱ undertookȱ aȱ reviewȱ ofȱ theȱ
systems.ȱ Theȱ Taxȱ Officeȱ hasȱ advisedȱ thatȱ theȱ reviewȱ reportȱ isȱ notȱ aȱ publicȱ
documentȱ norȱ anȱ officialȱ report.ȱ However,ȱ theȱ internalȱ reviewȱ identifiedȱ aȱ
numberȱ ofȱ weaknessesȱ inȱ theȱ systemsȱ andȱ theirȱ supportingȱ informationȱ
technologyȱcontrols.ȱInȱsummary,ȱtheȱreviewȱconcludedȱthatȱ
Itȱ wouldȱ seemȱ inappropriateȱ forȱ ICTȱ toȱ takeȱ responsibilityȱ forȱ anȱ applicationȱ
thatȱ doesn’tȱ haveȱ productionȱ approvalȱ forȱ theȱ databaseȱ design,ȱ isn’tȱ runningȱ
onȱ aȱ productionȱ serverȱ andȱ theȱ applicationȱ hasȱ notȱ beenȱ subjectedȱ toȱ normalȱ
releaseȱprocesses. 41ȱȱ

4.32
Theȱ ANAOȱ notedȱ thatȱ aȱ considerableȱ amountȱ ofȱ workȱ isȱ requiredȱ forȱ
theȱ Taxȱ Officeȱ toȱ addressȱ theȱ weaknessesȱ inȱ theȱ RAPȱ Toolsȱ andȱ associatedȱ
informationȱtechnologyȱcontrols.ȱTheȱrisksȱposedȱbyȱpastȱoperationȱofȱtheȱRAPȱ
Toolsȱ cannotȱ beȱ easilyȱ mitigated,ȱ however,ȱ theȱ Taxȱ Officeȱ hasȱ adoptedȱ aȱ riskȱ
basedȱ approachȱ whereȱ byȱ itȱ isȱ nowȱ implementingȱ strategiesȱ toȱ mitigateȱ theȱ
risksȱ associatedȱ withȱ theirȱ continuedȱ operation.ȱ Theȱ Taxȱ Officeȱ advisedȱ inȱ
Augustȱ2007ȱthatȱitȱisȱundertakingȱanȱassessmentȱofȱitsȱriskȱexposureȱandȱmayȱ
implementȱinterimȱsafeguardsȱifȱsignificantȱcontrolsȱweaknessesȱareȱidentified.ȱ
Theȱ ANAOȱ acknowledgesȱ thatȱ theȱ Taxȱ Officeȱ isȱ aimingȱ toȱ balanceȱ clientȱ
serviceȱandȱrefundȱintegrity.ȱTheȱRAPȱToolsȱareȱexpectedȱtoȱbeȱreplacedȱinȱlateȱ
Decemberȱ 2007ȱ toȱ coincideȱ withȱ theȱ introductionȱ ofȱ theȱ Taxȱ Office’sȱ newȱ taxȱ
administrationȱsystem.ȱ

Recommendation No.5
4.33
TheȱANAOȱrecommendsȱthatȱifȱtheȱRAPȱToolsȱcontinueȱtoȱbeȱusedȱasȱaȱ
primaryȱ reviewȱ systemȱ inȱ theȱ processingȱ ofȱ highȱ riskȱ incomeȱ taxȱ refundsȱ
inȱ2008,ȱ theȱ Taxȱ Officeȱ asȱ aȱ matterȱ ofȱ priority,ȱ implementȱ strategiesȱ toȱ alignȱ
operationȱofȱtheȱRAPȱToolsȱwithȱitsȱcorporateȱpoliciesȱandȱproceduresȱrelatingȱ
toȱinformationȱtechnologyȱsecurityȱandȱcontrol.ȱ
Agency response
4.34

41

Agreed.ȱȱ

Undated Tax Office Minute relating to the relocation of support for the High Risk Refund Assessment
Profiling Tool (RAPT) from the Refund Integrity Team in Operations to Information and Communications
Technology, Production Systems Support (PSS).
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4.35
Theȱ Taxȱ Officeȱ hasȱ undertakenȱ anȱ assessmentȱ ofȱ itsȱ riskȱ exposureȱ inȱ
relationȱtoȱtheȱcontinuedȱoperationȱofȱtheȱRiskȱAssessmentȱProfilingȱToolsȱandȱ
willȱimplementȱinterimȱsafeguardsȱtoȱaddressȱidentifiedȱcontrolȱweaknesses.ȱ

Ian McPhee
Auditor-General

Canberra ACT
1 November 2007
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Appendix 1:

Agency Response

ȱ
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ANNEX 1
The Tax Office offers the following comments regarding the ANAO report:
The Tax Office welcomes the ANAO’s report into its administration of high risk income tax
refunds in the individuals and micro enterprises market segments, and the conclusion that it
seeks to balance client service against the need to maintain refund integrity and protect
Government revenue.
This conclusion reflects the considerable effort and investment that the Tax Office has
made to ensure that appropriate resources, procedures, skilling and governance
frameworks are in place to effectively administer high risk income tax refunds.
This is supported by the results from the high risk income tax refunds reviewed. In 2006–
2007, in excess of 83,000 high risk income tax refunds were subject to manual review,
resulting in revenue adjustments of approximately $77.5 million.
The Tax Office accepts the five recommendations made by the ANAO and has already
made progress towards their implementation.
The Tax Office understands that many of the ANAO’s recommendations for improvement
have arisen due to the technical limitations of its existing information technology systems.
The introduction of an entirely new tax administration technology system, as part of the
Easier, Cheaper and More Personalised Change Program, will provide the Tax Office with
the opportunity to complement and build on existing manual processes for assessing risks,
undertaking reviews and reporting and/or analysing outcomes in relation to high risk income
tax refunds.
The ANAO report suggests refinements to the high risk refund tests to better target the risk
to revenue and reduce the average elapsed time for their processing. The Tax Office
accepts this suggestion but it is important to put the current number of reviews undertaken
in the context of the overall population and the processing environment.
In 2006–2007, a total of 202,705 income tax refunds were classified as high risk. This
represents only 2% of the total income tax refund population. Furthermore, 83.5% or
169,295 of these refunds were subject to an automated review process via the Risk
Assessment Profiling Tools) and this generally resulted in their timely release.
The ANAO report also identified a number of control risks for the Risk Assessment Profiling
Tools. The ANAO did acknowledge that the Tax Office was progressively implementing
strategies to mitigate the risk posed by the continued operation of these tools. It is also
important to recognise that the Risk Assessment Profiling Tools were implemented as an
interim measure to assist with the delivery of timely processing of high risk income tax
refunds in a self assessment environment. It was the clear intention of the Tax Office to
decommission these tools following the introduction of the new tax administration
technology system.
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ANNEX 2
1

Recommendations

Tax Office Response

The ANAO recommends that to systematically
identify, assess and subsequently mitigate high
risk income tax refunds risks, including new
and/or emerging risks, the Tax Office should:

Agreed.

a. undertake
periodic
strategic
risk
assessments of income tax refunds and the
processes supporting their administration;
and
b. establish mechanisms for the regular
reporting of income tax refund risk
information to the CRISC from relevant
business areas, which can then be used to
further refine the high risk income tax refund
controls.

2

To improve reporting to Government in relation
to the Compliance Challenges Budget funding,
the ANAO recommends that the Tax Office:
a. reports performance against the individual
Compliance Challenges targets for each risk
area for which the funding was provided;
and
b. reports the total number of high risk income
tax refunds reviewed and the total value of
adjustments made for individuals’ high risk
income tax refunds actioned by the Micro
Enterprises and Individuals Business Line.

The Tax Office through the
membership of the Credit
Refund Integrity Steering
Committee has current
access to compliance risk
information from relevant
business areas in addition
to the Income Tax Product
Committee and its annual
Health Of The System
Analysis assessments.
Relevant information
relating to specific refund
incidents and broader
trends in refund risks does
form part of the current
consideration of the Credit
Refund Integrity steering
Committee. The committee
recognises that this could
be further enhanced by
implementing more formal
mechanisms that directly
influence the maintenance
and refinement of the Tax
Office’s high risk income
tax refund controls.
Agreed- with defined
parameters
The Tax Office will report
against targets for each risk
area and provide
aggregated results for high
risk income tax refunds
actioned by the Micro
Enterprises and Individuals
Business Line. This will be
included in the final
Expenditure Review
Committee Report for
Compliance Challenge
activities undertaken in
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2007–2008
It is noted that the
implementation of this
report will require a finer
level of detail and will be a
once only report for the end
of year report to the
Expenditure Committee.
This will be the final report
to the Committee in relation
to the Compliance
Challenges. Such detailed
reporting will not be
required nor continue
beyond this one report.
3

4

The ANAO recommends that the Tax Office
consider developing a specific post-issue
income tax refund compliance strategy for the
individuals and micro enterprises market
segments, to provide assurance that it is
identifying and targeting the key underlying risks
associated with administering the income tax
refund process.

Agreed.

The ANAO recommends that following the
introduction of the Tax Office’s new tax
administration system, the Tax Office should
systematically analyse all incorrectly paid high
risk income tax refunds, in order to identify and
address
system
or
business
process
weaknesses, and identify other potentially
incorrectly paid high risk income tax refunds.

Agreed.

The Tax Office has already
commenced a post-issue
income tax refund
compliance strategy for
taxpayers in the micro
enterprises market
segment. A similar strategy
for taxpayers in the
individuals market segment
will be implemented in
2008-09.

The Tax Office currently
reviews and analyses
reported incidents of
incorrect refunds in order to
identify any underlying
systemic issues of
weakness in its
administrative systems.
Information technology
advancements expected to
be introduced into the
Tax Office next year will
enable incorrect refund
analysis processes to be
conducted more efficiently.
This will provide more
comprehensive assurance
of the correct operation of
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the office’s administrative
systems.
5

The ANAO recommends that if the RAP Tools
continue to be used as a primary review system
in the processing of high risk income tax refunds
in 2008, the Tax Office as a matter of priority,
implement strategies to align operation of the
RAP Tools with its corporate policies and
procedures relating to information technology
security and control.

Agreed.
The Tax Office has
undertaken an assessment
of its risk exposure in
relation to the continued
operation of the Risk
Assessment Profiling Tools
and will implement interim
safeguards to address
identified control
weaknesses.
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ANNEX 3
The Tax Office offers the following summary of our comments:
The Tax Office welcomes the ANAO’s recommendations in relation to the
administration of high risk income tax refunds in the individuals and micro enterprises
market segments and will adopt them in full (with the clarification at
Recommendation 2).
The Tax Office accepts that many of the ANAO’s recommendations are the result of
the technical limitations of its existing information technology systems.
The introduction of an entirely new tax administration system, as part of the Easier,
Cheaper and More Personalised Change Program, will provide the Tax Office with the
opportunity to complement and build on existing manual processes for assessing risks,
undertaking reviews and reporting on and/or analysing outcomes in relation to high risk
income tax refunds.
It is encouraging to note that although the ANAO identified areas for improvement, it
was supportive of the overall approach that the Tax Office has taken in administering
high risk income tax refunds. That is, an approach that seeks to balance the delivery of
timely refund processing in a self assessment environment with the need to maintain
refund integrity and protect Commonwealth revenue.
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ANNEX 4
Table 1.1
Relevant Taxpayer Charter Service Standards and recent performance
Service standard

Standards

Benchmark

2004–05

2005–06

2006–07

Processing of
electronically lodged tax
returns

14 days

96%

96.8%

96.1%

95.8%

Processing of paper
income tax returns

42 days

92%

96.6%

97.8%

92.1%

Table 2.1
High risk income tax refund case outcomes
Details/Business Line
High risk income tax refund reviews
completed (Micro Enterprises and
Individuals)
Actual value of adjustments (Micro
Enterprises and Individuals)
High risk income tax refund reviews
completed (Client Account Services)
Actual value of adjustments (Client Account
Services)
Compliance Challenges targets (additional
reviews – individuals market segment)
Compliance Challenges (outcomes reported
– individuals market segment as actioned by
Micro Enterprises and Individuals)
Compliance Challenges targets (liabilities
raised – individuals market segment as
actioned by Micro Enterprises and
Individuals)

2004–05

2005–06

2006–07

36 286

31 560

27 193

$16.1 million

$41.2 million

$27.4 million

58 673

52 240

55 966

1

$47.89 million

$48.69 million

6 200

9 300

9 300

17 050

9 312

16 756

$7.5 million

$11.7 million

$16.9 million

$320.5 m

Note 1:

This figure reflects the revised figure
2004–05 Annual Report, following an
results for that year. The figure is not
years reflect the full implementation of
results.

reported in an erratum to the Commissioner of Taxation
internal review and subsequent broad re-classification of
comparable with subsequent years’ results as those later
the Tax Office’s revised classification of active compliance

Note 2:

The Tax Office has advised that it is now reporting combined business as usual and Compliance
Challenges information.

Source:

Australian Taxation Office
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Table 3.1
NTS income tax return processing and high risk income tax refund test
outcomes
Details

2004–05

2005–06

2006–07

Income tax lodgements

12.6 million

12.9 million

14.4 million

Income tax refunds paid

9.6 million

9.8 million

10 million

$21.9 billion

$25.2 billion

$26.4 billion

188 434

200 015

202 705

1.9 per cent

2 per cent

2 per cent

Value of income tax refunds paid
Income tax refunds classified as high risk
Per cent of income tax refunds classified as high risk
Source:

Australian Taxation Office

Table 3.2
High risk income tax refunds reviewed by RAP Tools and case outcomes
Details

2004–05

2005–06

2006–07

High risk income tax refunds subject to review and/or
verification

188 434

200 015

202 705

High risk income tax refunds reviewed by the RAP Tools

136 651

156 446

169 295

Percentage of high risk income tax refund reviewed by the
RAP Tools

72.5%

78.2%

83.5%

High risk income tax refunds that passed the RAP Tools tests

98 249

127 903

131 748

Percentage of high risk income tax refunds that passed RAP
Tools tests

71.9%

81.8%

77.8%

High risk income tax refunds adjusted following review and/or
verification (individuals)

2 926

4 074

4 698

High risk income tax refunds adjusted following review and/or
verification (micro enterprises)

3 363

6 218

6 457

Percentage of high risk income tax refunds adjusted following
review and/or verification

3.34%

5.15%

5.5%

$16.1 m

$41.2 m

$27.4 m

1

$47.89 m

$48.69 m

Value of high risk income tax refund adjustments following
review and/or verification (individuals)
Value of high risk income tax refund adjustments following
review and/or verification (micro enterprises)

$320.5 m

Note 1:

This figure reflects the revised figure reported in an erratum to the Commissioner of Taxation 2004–05 Annual
Report, following an internal review and subsequent broad re-classification of results for that year. The figure is
not comparable with subsequent years results as those later years reflect the full implementation of the
Tax Office’s revised classification/definition of active compliance results. This has had the effect of reducing the
value of ‘accounting adjustments’ recorded, as active compliance. The Tax Office has determined that ‘where an
internal system could or should, be able to identify a particular issue – and where the client calculates tax
correctly – then any adjustments should not be classified as active compliance’.

Source:

ANAO analysis of Australian Taxation Office data.
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reporting, 5, 33, 43, 45

R
Refund Integrity, 13, 16, 19–20, 36, 43,
51, 62, 65–66, 72, 75
Refund Integrity Team, 18–19, 38,
51–52, 56, 60–66
Risk assessment, 17, 19, 21, 28,
36–37, 39, 42, 53, 64, 73
Risk Assessment Profiling Tools (RAP
Tools), 6–8, 15–20, 22, 28, 36–38,
43, 46, 50–53, 59–66, 74, 77

S
Segregation, 19, 40, 64, 65
Self assessment, 11, 20, 25, 47, 72, 75

T
Taxpayer behaviour, 14, 52–53

U
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Series Titles
Audit Report No.1 2007–08
Acquisition of the ABRAMS Main Battle Tank
Department of Defence
Defence Materiel Organisation
Audit Report No.2 2007–08
Electronic Travel Authority Follow-up Audit
Department of Immigration and Citizenship
Audit Report No.3 2007–08
Australian Technical Colleges Programme
Department of Education, Science and Training
Audit Report No.4 2007–08
Container Examination Facilities Follow-up
Australian Customs Service
Audit Report No.5 2007–08
National Cervical Screening Program Follow-up
Department of Health and Ageing
Audit Report No.6 2007–08
Australia’s Preparedness for a Human Influenza Pandemic
Department of Health and Ageing
Department of Agriculture, Fisheries and Forestry
Audit Report No.7 2007–08
The Senate Order for Departmental and Agency Contracts (Calendar Year 2006
Compliance)
Audit Report No.8 2007–08
Proof of Identity for Accessing Centrelink Payments
Centrelink
Department of Human Services
Audit Report No.9 2007–08
Australian Apprenticeships
Department of Education, Science Training
Audit Report No.10 2007–08
Whole of Government Indigenous Service Delivery Arrangements
Audit Report No.11 2007–08
Management of the FFG Capability Upgrade
Department of Defence
Defence Materiel Organisation
ANAO Audit Report No.12 2007–08
Administration of High Risk Income Tax Refunds in the Individuals and Micro Enterprises Market Segments
80

Current Better Practice Guides
The following Better Practice Guides are available on the Australian National Audit
Office Website.
Public Sector Internal Audit
An Investment in Assurance and Business Improvement

Sep 2007

Fairness and Transparency in Purchasing Decisions
Probity in Australian Government Procurement
Administering Regulation

Aug 2007
Mar 2007

Developing and Managing Contracts
Getting the Right Outcome, Paying the Right Price

Feb 2007

Implementation of Programme and Policy Initiatives:
Making implementation matter

Oct 2006

Legal Services Arrangements in Australian Government Agencies

Aug 2006

Preparation of Financial Statements by Public Sector Entities

Apr 2006

Administration of Fringe Benefits Tax

Feb 2006

User–Friendly Forms
Key Principles and Practices to Effectively Design
and Communicate Australian Government Forms

Jan 2006

Public Sector Audit Committees

Feb 2005

Fraud Control in Australian Government Agencies

Aug 2004

Security and Control Update for SAP R/3

June 2004

Better Practice in Annual Performance Reporting

Apr 2004

Management of Scientific Research and Development
Projects in Commonwealth Agencies

Dec 2003

Public Sector Governance

July 2003

Goods and Services Tax (GST) Administration

May 2003

Managing Parliamentary Workflow

Apr 2003

Building Capability—A framework for managing
learning and development in the APS

Apr 2003

Internal Budgeting

Feb 2003

Administration of Grants

May 2002
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Performance Information in Portfolio Budget Statements

May 2002

Some Better Practice Principles for Developing
Policy Advice

Nov 2001

Rehabilitation: Managing Return to Work

June 2001

Business Continuity Management

Jan 2000

Building a Better Financial Management Framework

Nov 1999

Building Better Financial Management Support

Nov 1999

Commonwealth Agency Energy Management

June 1999

Security and Control for SAP R/3

Oct 1998

New Directions in Internal Audit

July 1998

Controlling Performance and Outcomes

Dec 1997

Protective Security Principles
(in Audit Report No.21 1997–98)

Dec 1997
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