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Australian National

Audit Office

Canberra ACT
23 June 2014

Dear Mr President
Dear Madam Speaker

The Australian National Audit Office has undertaken an independent
performance audit in the Australian Taxation Office, the Department of
Industry and the Australian Securities and Investments Commission
titted Administration of the Australian Business Register. The audit was
conducted in accordance with the authority contained in the
Auditor-General Act 1997. | present the report of this audit to the
Parliament.

Following its presentation and receipt, the report will be placed on the
Australian National Audit Office’s website—nhttp://www.anao.gov.au.

Yours sincerely

= =
lan McPhee
Auditor-General

The Honourable the President of the Senate

The Honourable the Speaker of the House of Representatives
Parliament House

Canberra ACT
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Abbreviations and Glossary

ABA
ABLIS
ABN
ABNLookup
ABR

ANZSIC

ASIC
ATO

AUSkey

BNR
BRR
CAS
COAG
EST

Industry

Partner agency

Australian Business Account

Australian Business Licence and Information Service
Australian Business Number

The public search facility for ABR information
Australian Business Register

Australian and New Zealand Standard Industrial
Classification

Australian Securities and Investments Commission
Australian Taxation Office

The electronic authentication system that allows business
access to participating government online services

Business Names Register

Business Reporting and Registration
Client Account Services

Council of Australian Governments
Enterprise Solutions and Technology

Department of Industry (previously the Department of
Industry, Innovation, Science, Research and Tertiary
Education)

A local, state or Australian government agency that has
entered into agreement with the ABR for the provision of
non-public ABR data
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Registered
business name

Registrar

SBR

Trading name

A name or title of a business as registered in the Business
Names Register

The Registrar of the ABR (also the Commissioner of
Taxation)

Standard Business Reporting

A name that a business entity trades under, which may
differ from the entity’s legal name
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Summary

Introduction

1. In July 1999, A New Tax System (Australian Business Number)
Act 1999 (the ABN Act) introduced a new single business identifier—the
Australian Business Number (ABN)—as part of the (then) Government’s Tax
Reform Package that established the Goods and Services Tax (GST).! The ABN
was to be, among other things, the public registration number for the GST. The
legislation also provided for the establishment of the Australian Business
Register (ABR), a consolidated database of the information provided by
businesses when they register for an ABN; and for the appointment of the
Commissioner of Taxation as the Registrar of the ABR. The Australian
Taxation Office (ATO) would create and maintain the ABR.

2. While the immediate priority in establishing ABNs was to support the
implementation of the GST and tax compliance, the longer-term policy
objectives of the ABN Act were to*

introduce a new unique business identifier for all Commonwealth purposes to
facilitate business being able to meet its regulatory obligations and access
information and assistance through the business entry point to government.

To achieve this, the ABR would be available to ‘State, Territory, and local
government bodies to facilitate single entry point arrangements for all
government dealings’.3

3. As at 7 May 2014, the ABR held information relating to 10.8 million
ABNs*, of which 7.7 million were active. Some of this information is publicly
available through the ABNLookup service® (managed by the Department of
Industry (Industry) on behalf of the Registrar), while other non-public
information can be provided to local, state, territory and Australian

A New Tax System (Goods and Services Tax) Act 1999.

A New Tax System (Goods and Services Tax) Act 1999 Explanatory Memorandum, p. 2.

A New Tax System (Australian Business Number) Bill 1998 Explanatory Memorandum.

The total includes the details of active, inactive and cancelled ABNs. Inactive ABNs are maintained on
the register as they may be re-activated by the entity, and data in relation to cancelled ABNs provides
useful statistical information.

5 The ABNLookup is a web-based service that holds information relating to ABN holders. The service
may be used by the public for a variety of purposes, for example: allowing businesses and consumers
to verify the identity of entities they deal with, including their GST status; and for charities and non-
profit organisations, their government endorsed status.

B WON -
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government agencies that enter into a partnership agreement with the
Registrar. The ABR is managed through the ATO’s information technology (IT)
systems, and ABR data is used by the ATO in the administration of the tax and
superannuation systems.

4. In recent years, the ATO has received additional funding to improve
aspects of the operation of the ABR, particularly the accuracy and currency of
the information held on the register.® Concerns about ABR data integrity have
featured prominently in ATO management reports, and in the annual reports
of the Registrar, undermining the operation of the ABR in providing the ‘single
source of truth for whole-of-government business registrations””, including for
tax administration purposes.

5. The ABR is one of several initiatives aimed at making it easier for
businesses to deal with government, and to reduce the number of government
registration and reporting requirements. Two of the other initiatives, AUSkey
and the Standard Business Reporting (SBR) program, were included in the
Registrar’s responsibilities in 2010:

J AUSkey is an electronic ‘key’” or common authentication system that
enables secure access to the ATO’s services, including the Business
Portal®, and is promoted for use by other government agencies to
support secure online service delivery; and

. SBR is an initiative to reduce the business reporting burden, focusing
on standardising financial reporting from business to government.
Under SBR, Australian businesses are able to use SBR-enabled software
to prepare and lodge key government forms, and provide financial
information, directly to the agencies participating in the SBR program.

6. Other initiatives with a similar or related purpose to that of the ABR are
the:
o Business Names Register, established in May 2012 as part of the

national business names registration scheme and administered by the

6 Additional funding was provided through the: Towards a Better Business Future program that provides
$68.5 million over four years, 2012-13 to 2015-16, to improve the operation of the ABR and the
quality and currency of its data; and Reducing Business Costs program that provides $80.2 million
over four years, 2013—-14 to 2016-17, to strengthen upfront checks for issuing an ABN and for related

purposes.
7 Australian Government, Report of the Registrar 2012—13, p. 17.
8 The ATO Business Portal is a secure website providing businesses with access to ATO online services.
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Australian Securities and Investments Commission (ASIC). The
Business Names Register replaced eight state and territory registers,
allowing businesses to register names with a single national register;

° Australian Business Account, which is administered by Industry and
has been available since July 2011 to assist businesses to manage their
ongoing transactions with all levels of government; and

. Australian Business Licence and Information Service, also administered
by Industry and available since August 2012, is a free online service
that provides business licence and information from all levels of
government.

Previous audits and reviews

7. The ANAO has conducted two previous audits of the ABR.
Recommendations in both audits were aimed at: achieving the register’s
whole-of-government objectives; improving the governance framework for the
ABR; and maintaining the integrity of ABR data. The ATO advised that the
recommendations from these audits had been fully implemented by March
2009, with additional measures to improve the administration of the ABR
implemented since 2010.

8. Notwithstanding the work undertaken by the ATO in recent years, an
external review commissioned by the ATO in September 2013 made
wide-ranging  recommendations  for the administration of the
whole-of-government programs under the responsibility of the Registrar,
including the organisation and governance of these programs; and the
corporate and IT services supporting them. The recommendations in the
review are aimed at supporting the ABR (in conjunction with AUSkey and the
SBR program) to meet the policy intent of the programs.

9. Other reviews commissioned in 2013-14 included: a Gateway Review!’
commissioned by the (then) Department of Finance and Deregulation on the
development and implementation of the national business names registration

9 ANAO, Audit Report No. 53, 2002-03, Administration of Australian Business Number Registrations.
ANAO, Audit Report No. 15, 2007-08, Administration of Australian Business Number Registrations
Follow-up Audit.

10  Gateway reviews involve short, intensive reviews at critical points in the project’s lifecycle by a team of
reviewers not associated with the project. This provides an arm's length assessment of the project
against its specified objectives, and an early identification of areas requiring corrective action.
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scheme; and a review by Industry of the Australian Business Account. These
reviews drew attention to shortcomings in the development and implementation
of these initiatives, and concluded that the aims of the initiatives, to streamline
services to business and reduce reporting and registration requirements,
including through linkages with the ABR, had not been met.

Audit objective, criteria and scope

10. The objective of the audit was to assess the effectiveness of the
administration of the ABR. To form a conclusion against this objective, the
ANAO adopted the following high level criteria:

J appropriate and effective governance and administrative arrangements
were in place to support the ABR in achieving its objectives, both
within the ATO and across other agencies that administer, or had a key
role in business registrations that interact with, the ABR—particularly
Industry and ASIC;

. strategies were developed to encourage broader use of the ABN and
ABR in support of whole-of-government initiatives, including to
improve business-to-government dealings; and

J systems and processes were developed to effectively manage data and
provide assurance of the integrity of the information held on the ABR,
including that ABNs were only issued to eligible businesses.

11. The ANAO designated the ATO, ASIC and Industry as the agencies
subject to this audit, and sought input from the Department of the Treasury
(the Treasury) and the Department of the Prime Minister and Cabinet, in
relation to the Government’s deregulation agenda.!!

Overall conclusion

12. An ABN was intended to be a unique business identifier, used to
support the implementation of the GST, and more broadly to make it easier for
businesses to deal with all levels of government. In establishing the ABR, the
whole-of-government objectives were: to allow business to comply with
regulatory requirements; to have a single entry point or as few entry points as
possible, for business to gain information and assistance from all government

11 In January 2014, the Australian Government implemented a deregulation agenda with a net red-tape
reduction target of at least $1 billion per annum, divided among portfolios.
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agencies; and to allow business to notify a change of details to one government
agency that would be shared across other agencies. The ATO created and is
responsible for maintaining the ABR, and the Commissioner of Taxation is the
Registrar of the ABR, although with a separate and distinct role. While the
operation of the ABR is dependent on the ATO’s administrative and
information technology systems, meeting whole-of-government objectives
requires coordination with other key agencies, particularly ASIC and Industry,
with oversight by the Treasury. In 2012-13, the ATO reported expenditure of
$105 million on the ABR, accounting for approximately three per cent of the
ATO'’s total expenditure of $3.4 billion.'?

13. Since its inception in July 2000, a number of reviews, including an
ANAO audit in 2007-08", identified scope for the ABR to better meet its
whole-of-government objectives. This largely required: an increased focus on
the broader objectives of the ABR, beyond the ATO’s use of ABR data for tax
administration purposes; improved visibility of the ABR within the ATO'’s
administrative systems and structures; and better delineation of the roles and
responsibilities of the Commissioner and of the Registrar. In response,
initiatives implemented by the ATO from 2008-09 included the establishment
of an ABR Advisory Board in 2009, and the creation of the new Business
Reporting and Registration business line in 2010, to administer the ABR with
other whole-of-government programs under the responsibility of the
Registrar.!

14. The use and applications of ABNs and ABR data, for the purposes of
administering the GST and broader tax and administrative systems, are well
established. However, despite the implementation of the above mentioned
initiatives commencing from 2008-09, there has been limited progress in
achieving whole-of-government objectives for the ABR. There also continues to
be acknowledged problems with the integrity of ABR data, particularly
regarding the number of entities on the register and incomplete and inaccurate
entity information on the ABR. These shortcomings undermine the operation
of the ABR as providing the ‘single source of truth for whole-of-government
business registrations’. Accordingly, some 14 years after establishing the ABR,

12 Australian Government, Report of the Australian Business Registrar 2012—13.

13 ANAO, Audit Report No. 15, 2007-08, Administration of Australian Business Number Registrations
Follow-up Audit.

14  Expansion of the Registrar’s responsibilities include Standard Business Reporting and AUSkey.
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little real progress has been made by the ATO, in conjunction with ASIC,
Industry and the Treasury, in achieving the goal of making it easier for
business to deal with government through reducing business reporting and
registration requirements and entry points to government.

15. Rather than being the unique identifier for business to meet regulatory
obligations, and to reduce business registration requirements and entry points
to government as intended when introduced in 1999, a number of initiatives
with similar purposes have subsequently been established.”> As potential
efficiencies provided by these schemes have not been achieved, businesses are
required to provide the same information to different agencies, or different
parts of the same agency.

16. More also needs to be done to strengthen the operation of the ABR.
Prior to 2012-13 the ATO had not developed a formal ABR compliance
strategy, and had undertaken only limited assurance activity to assess if ABN
holders were compliant with the requirements for registering or maintaining
their ABN status. The ATO has subsequently used specific funding provided
by the 2012 and 2013 Commonwealth Budgets to improve the accuracy and
completeness of ABR data, in order to increase confidence in the ABN as a
trusted identifier of Australian businesses. However, the ATO does not expect
the benefits of these measures to improve the integrity of ABR data to be fully
achieved until 2014-15. There is also scope to strengthen the planning,
reporting and resource allocation supporting the ABR to enable appropriate
differentiation from the ATO’s administration of the tax and superannuation
systems, and to provide the Registrar with sufficient knowledge of the
strategies, operations and outcomes of the ABR.

17. Against this background, the Deputy Registrar commissioned a review
of the operations and governance of the Business Reporting and Registration
business line in September 2013, which found significant shortcomings in the
administration of the ABR and other whole-of-government programs
administered by the business line.!* While implementation of the
recommendations of this review has the potential to improve the
administration of these programs, the Government’s deregulation agenda may

15  The Business Names Register has been administered by ASIC since May 2012, and the Australian
Business Account and the Australian Business Licence and Information Service administered by
Industry since May 2011 and July 2013 respectively.

16 The review made six wide-ranging recommendations for change relating to four key themes: strategic;
organisation and governance; processes and enablers; and people and services.
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provide a platform for broader review of the entry points to government and
the efficient and effective delivery of business services.”” In any event, effective
implementation of measures to make it easier for business to deal with
government requires: a clear focus on the objectives for the ABR and initiatives
with a similar purpose; greater alignment between the ATO, ASIC, Industry as
well as the Treasury portfolio department on implementation strategies; and
more open communication between these key agencies. Without a cohesive
approach and a strong focus on the business user, it is likely that limited
progress will continue to be made in achieving the whole-of-government
objectives of the ABR, and related services.

18. The ANAO has made one recommendation aimed at better integrating
the ABR and similar or related initiatives to make it easier for business to deal
with government.

Key findings by chapter

Management Arrangements (Chapter 2)

19. Commencing in 2007-08, the ATO has implemented several measures
to restructure the administration of the ABR, in response to feedback from
internal and external stakeholders that the operations of the ABR were not
sufficiently distinct from the core role of the ATO. Such differentiation would
facilitate appropriate focus on the whole-of-government objectives of the
register.

20. Notwithstanding these changes, essential corporate functions,
including business and strategic planning, were not further developed.
Performance monitoring and reporting for the ABR also reflected ATO
management activities rather than achievements against the broader
whole-of-government objectives to make it easier for business to deal with
government, and to reduce reporting and registration requirements. The ATO
advised that new ABR performance indicators are being developed to support
a new strategic statement for the ABR that will be included in the ATO’s
2014-15 Portfolio Budget Statements.

17 Public discussion following the implementation of the government’s deregulation agenda in January
2014 has included potential changes to ASIC’s registry functions. Further, a recent discussion paper
details ‘the Government's vision of establishing a single entry point for small businesses, providing an
easy way to find out about services and programs’. Minister for Small Business, media release,
Government looks to make life easier for small business, 30 April 2014.
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21. Reporting on the ABR is included in management reports prepared for
the ATO Executive. However, these reports provide only high level and
limited information on the operations of the ABR. There are no separate ABR
reports prepared for the Commissioner, in his role as Registrar. The limited
extent of management reporting raises concerns that the Commissioner, in his
role as Registrar, is not being kept adequately informed of the operations of the
ABR. While the ATO advised that the Registrar is engaged with the ABR in
other ways, including through the ABR Advisory Board, reporting
mechanisms for the ABR to the Registrar could be strengthened.

22, The revised administrative arrangements, implemented over several
years, have not achieved the aim of supporting the broader
whole-of-government objectives of the ABR. Some three years after the
Business Reporting and Registration business line was established, an external
review of its operating and governance arrangements, conducted in September
2013, made wide-ranging recommendations for change. As at May 2014, there
was no evidence that the Registrar or ATO Executive had considered the
findings of the review or endorsed any of its recommendations, beyond the
work being undertaken for the new ABR strategic statement and the ATO’s
2014-15 Portfolio Budget Statements.

IT Systems Supporting the ABR (Chapter 3)

23. The development and maintenance of the ABR in the ATO'’s systems
was designed to support the implementation of the GST and ATO data
matching and compliance activities. ABR data is currently contained in, and
flows between, five ATO systems that are used for different purposes and by
different users, including to support the administration of the Business Names
Register administered by ASIC, and to populate the ABNLookup service,
administered by Industry. The ABR data held on these systems is updated at
different times, including to reflect new or cancelled ABNs or changes to the
information of the entity associated with an ABN.

24. Modifications to the IT systems supporting the ABR, being
progressively implemented from February 2014 (with full transition taking
approximately 12 months), will allow Business Reporting and Registration
business line staff to source ABR data from a new system that is updated on a
daily basis, providing better quality information that can be sent to ABR
partner agencies and used to support ABR operations. However, a one-off
reconciliation undertaken as part of the implementation of the new
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arrangements, showed thousands of discrepancies between two of the ATO’s
systems holding ABR data. These discrepancies were not subsequently
corrected. The ATO is considering the option of conducting regular
reconciliations to identify discrepancies in versions of ABR data held on its
various systems. However, this would only be of value if, unlike the initial
reconciliation, the results were acted upon. The ATO has advised that a major
systems release scheduled for December 2014 will change aspects of the
management of ABR data in the ATO systems.

25. The ABR IT solution is fragmented and its complexity has created
problems for the whole-of-government function of the ABR. No internal service
level agreements or standards support the IT arrangements for the ABR, or the
availability of services or currency of data for ABR stakeholders. ASIC has
reported some 1200 hours of (mainly planned) outages of the ATO’s systems
between March and December 2013, impacting on the issuing of new registered
business names. There has also been limited planning for the management and
hosting of the ABNLookup service in the longer term, although the ATO advised
in April 2014 that different options were being considered.

26. Requests for changes or improvements to the functions of the register
are considered in the allocation of funds and resources to meet the ATO’s
objectives and IT requirements. However, as there is already a significant
backlog of IT projects relating to the ATO’s revenue collection and other
responsibilities's, and in light of potential budget reductions, internal funding
bids for further system changes to the ABR may face difficulty in gaining
priority and approval in the near term.

Data Integrity (Chapter 4)

27. Funding allocated to the ATO in the 2012 and 2013 Commonwealth
budgets is supporting the development of a framework for measuring and
assuring the integrity of the data held on the register, including a risk and
intelligence capability in the Business Reporting and Registration business line,
and strengthening controls over the processing of ABN applications. These
measures are expected to mitigate the severe risks currently associated with
the ABR, that: entities do not meet the ABN entitlement criteria; and entity
information held on the ABR is incomplete or inaccurate.

18  Australian Public Service Commission, ATO Capability Review, May 2013, p. 9.

ANAO Audit Report No.48 2013-14
Administration of the Australian Business Register

21



28. Prior to 2012, the ATO had no structured processes for measuring or
managing the integrity of ABR data. It has relied on annual surveys of ABN
holders that provided limited insight as to the accuracy and currency of the ABN
information held on the register. The results of the 18 surveys undertaken to date
have been similar over the years, although the Registrar’s annual reports have
noted significant shortcomings in the survey methodology, including a low
response rate amongst the ABN holders contacted. A new approach and
methodology have been designed for the 2014-15 annual survey of ABN holders.

29. Improvements in the quality of ABR data may encourage greater
uptake of ABR services by partner agencies. The Registrar has processes in
place to manage the non-public information provided to them.” The current
process nominates an ‘entrusted person’ (under the ABN Act) to take
responsibility for the management and use of ABR data within the agency.
While there is no legislative requirement for the Registrar to monitor the use of
ABR data by entrusted persons, there is potential for loss of community
confidence in the ABR and the Registrar should the protected information be
compromised or inappropriately disclosed. The ATO’s arrangements for access
to and use of non-public data are designed to limit the administrative and
compliance burden on partner agencies and ATO staff, and rely on the internal
controls of partner agencies. To strengthen the assurance, commencing in 2014
the ATO intends to conduct a compliance review of 15 randomly selected
partner agencies each year, based on a pilot study of six agencies (two from
each tier of government) conducted the previous year.

30. Since inception of the ABR to February 2014, the ATO has suppressed
an ABN holder’s information on approximately 1170 occasions (often to
protect the location of the individual). In 2012, for unknown reasons, the ATO
ceased advising partner agencies when these suppressions occurred. While
new data provided to partner agencies will not include suppressed
information, this information may already be in agencies’ databases, obtained
from earlier ABR data extracts. There would be merit in the ATO reviewing the
administration of ABNs where information has been suppressed, to provide
confidence that any risk associated with ABR partner agencies not being
notified has been appropriately managed.

19  The ABN Act specifies the information held on the ABR that the Registrar can make publicly available,
and that which can only be released to government agencies that enter into a partnership arrangement
for access to additional information that is not publicly available.
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Summary

Whole-of-Government Initiatives (Chapter 5)

31 As previously noted, the ABN was intended to be a unique business
identifier used to support the implementation of the GST, and more broadly to
make it easier for businesses to deal with government. The ABR has not been
developed as the sole business entry point to government, nor is there
evidence that it has reduced the number of entry points, either directly
through linkages with other government agencies; or indirectly by facilitating
agencies’ use of ABR data. Additionally, uncertainty about the level of
integrity of ABR data undermines the use of ABNs as trusted identifiers of
Australian businesses, although work underway through new policy funding
aims to improve the quality of ABR data.

32. To date, the success of the ABR has been measured through
quantitative indicators, including those that reflect the number of ABR partner
agencies, the number of times ABR data is provided to those agencies, and the
volume of searches undertaken on the ABNLookup service. While these
indicators have trended up in recent years, they largely reflect ABR
management and administrative activities, with little or no reference as to how
the ABR is meeting its objectives as a whole-of-government service to the
business community.

33. Similarly, potential benefits associated with the national Business
Names Register have not been fully achieved. In particular, the joint
application process for an ABN and a business name still requires work; and
improved transparency of business ownership through the use of registered
business names has been delayed until 2018. Further, while businesses can
now access comprehensive licensing information through the Australian
Business Licence and Information Service website, the benefits to businesses
that could be delivered through an Australian Business Account (ABA) have
not been realised. These benefits include the potential to engage with all levels
of government through a single entry point for business. However, take up of
the ABA has been low, with an evaluation of the initiative finding that a
significant contributing factor was the failure to integrate the ABA with the
ABR and Business Names Register.

34. In early 2014, the government’s deregulation agenda prompted renewed
discussion on many aspects of governments” engagement with, and services to,
the business community. A discussion paper released on 30 April 2014, The Small
Business and Family Enterprise Ombudsman, provides details of ‘the Government’s
vision of establishing a single entry point for small businesses, providing an easy
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way to find out about services and programs’. Public commentary has also
included the Australian Securities and Investments Commission Chairman’s
view that there may be merit in selling ASIC’s registry functions to a commercial
entity. Most recently, the Commission of Audit recommended that ASIC’s
registry functions transfer to the ATO, which already has registry
responsibilities, to streamline business reporting requirements. Achieving
greater whole-of-government coordination of services to business requires the
ATO, ASIC, Industry and the Treasury to work collaboratively, in consultation
with the Prime Minister and Cabinet department through the deregulation
agenda, to review existing entry points to government, with a focus on the
experience of businesses using the services provided.

Summary of agencies’ responses

35. The following summary comments to the audit report were provided
by the ATO, ASIC, and Industry. The agencies” full responses are included at
Appendix 1.

Australian Taxation Office
The ATO welcomes this review and the recommendation made.

Since the development of the Business Reporting and Registration business
line in 2010, the whole of government initiatives (Australian Business Register,
Standard Business Reporting and AUSkey) that come under the umbrella of
the Australian Business Register (ABR) program have continued to evolve.

As noted in the report, the two Federal Budget initiatives, Towards a Better
Business Future and Reducing Business Costs, are helping to improve the
integrity of the information held on the ABR, as well as making it easier for
business to register for an Australian Business Number (ABN) and meet their
reporting obligations to government.

The 2014 vision for the ABR program is to “Contribute to improving the
wellbeing of the Australian people through enhanced business productivity by:

1. Reducing the administrative cost to business of complying with
government regulation,

2. Influencing government policy and implementation, through
advocating the use of services, technologies and processes to minimise
the administrative impact on business, and

3. Encouraging the adoption of new practices by businesses to reduce
operating costs.

ANAO Audit Report No.48 2013-14
Administration of the Australian Business Register

24



Summary

The ATO recognises that the report identifies some opportunities for
improvements to the ABR. We will explore these opportunities to identify
where further changes can be made to the ABR in the future.

Australian Securities and Investments Commission

ASIC welcomed the opportunity to contribute to the ANAO performance
audit on the administration of the Australian Business Register and strongly
agrees with its recommendation.

Whilst acknowledging more can be done to reduce entry points to government
and streamline registration and reporting requirements for business, the
national Business Names Register has reduced the entry points to government
by consolidating eight State and Territory registers into a single national online
register.

Importantly, it has delivered cost savings to business. On its second
anniversary on 28 May 2014, the national Business Names Register has saved
business $76.8 million in reduced fees to register or renew a business name.

Department of Industry

The Department of Industry acknowledges the contribution the ANAO audit
report makes to support and improve whole-of-government interactions with
business.

The department is well positioned to deliver on the government’s deregulation
agenda. Work is underway on the implementation of a Single Business Service
delivery model to simplify the way businesses access government information
and services. The new initiative, to commence from 1 July 2014, will focus on
excellence in program design, delivery and above all, customer service. It will
showcase the department’s capacity to provide a Single Business Service
delivery mechanism for government.

The department supports the delivery of the Australian Business Register
(ABR) by hosting the ABNLookup and SuperfundLookup services, which can
be accessed directly on the web, or through links provided in the
business.gov.au website.

The Department is responsible for the administration of other initiatives
including the ‘Australian Business Account’, ‘Australian Business and Licence
Information Service’” and also VANguard.

VANguard is a whole of government program that delivers cost-effective and
reliable authentication services to secure business to government (B2G) and
government to government (G2G) online transactions. VANguard provides a
simple way for government agencies to use the AUSkey as a credential for

ANAO Audit Report No.48 2013-14
Administration of the Australian Business Register

25



their own online channels. VANguard authenticates every VANguard
transaction to government including those for the ATO. Over 40 million
AUSkey authentication transactions were processed by VANguard in the
2013/14 financial year on behalf of over 40 agencies.

The department is committed to continue to work with other agencies and
stakeholders to reform and streamline business interactions with government.
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Recommendation

Recommendation
No. 1

Paragraph 5.72

To make it easier for business to deal with government,
the ANAO recommends that the Registrar of the ABR
works with the Australian Securities and Investments
Commission, the Department of Industry and the
Department of the Treasury to:

(a) review the entry points to government; and

(b) develop and implement the most effective and
efficient delivery mechanism for businesses to
meet  their registration and  reporting
requirements, and to access information and
services from government.

ATO response: Agreed.
ASIC response: Agreed.

Industry response: Agreed.
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Audit Findings
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1. Background and Context

This chapter provides information on the introduction of the Australian Business
Register, and the ATO’s arrangements supporting the administration of the register.

Introduction

1.1 In July 1999, A New Tax System (Australian Business Number) Act
1999 (the ABN Act) introduced a new single business identifier—the
Australian Business Number (ABN)—as part of the (then) Government’s Tax
Reform Package that established the Goods and Services Tax (GST).? The ABN
was to be, among other things, the public registration number for the GST.?!

1.2 The legislation also established: the Australian Business Register (ABR),
a consolidated database of information provided by businesses when they
register for an ABN; and the Registrar of the ABR (the Registrar). The powers
conferred on the Registrar include the authority to: issue and cancel an ABN;
maintain details of the businesses that are registered (for an ABN); and to
disclose information held on the register for a range of business and
government functions. The Registrar is also required to provide an annual
report to the Minister on the operation of the ABN Act.

1.3 In addition to supporting the implementation of the GST, the main
object of the ABN Act was to establish a whole-of-government initiative
aiming to:

J make it easier for businesses to deal with the Australian Government
by establishing a system for registering businesses and issuing them
with unique identifying numbers, so that they can identify themselves
reliably in all their dealings with the Australian Government and for all
other Commonwealth purposes;

J allow businesses, in their dealings with one another and the Australian
Taxation Office (ATO), to identify themselves reliably and report
regularly for the purposes of taxation laws; and

20 A New Tax System (Goods and Services Tax) Act 1999.

21 Businesses with an annual GST turnover of $75 000 or more (or $150 000 or more for not-for-profit
entities) need an ABN to register for GST. Information available at the Australian Taxation Office
website: <http://www.ato.gov.au/Business/PAY G-withholding/Withholding-amounts-from-wages-and-
other-payments/When-a-business-doesn-t-quote-its-ABN/> [accessed 20 August 2013].
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. reduce the number of government registration and reporting
requirements by making the system available to state, territory and
local government regulatory bodies.??

Broadly, the policy objective of the ABN Act was to ‘introduce a new unique
business identifier for all Commonwealth purposes to facilitate business being
able to meet its regulatory obligations and access information and assistance
through the business entry point to government.’??

1.4 The ATO was given responsibility by the (then) Government to ‘create
and maintain” the ABR?*, with the Commissioner of Taxation (the
Commissioner) appointed as the Registrar. While the ABN Act provides
separate and distinct responsibilities between the respective roles of
Commissioner and Registrar, the operation of the ABR is dependent on the
ATQO’s corporate and information technology (IT) services.

Whole-of-government policy context

1.5 By establishing ABNs and the ABR, the Government had enacted
recommendations from the report of the Small Business Deregulation
Taskforce 1996, Time for Business (also referred to as the Bell Report). The
recommendations included that there would be one or as few entry points as
possible for businesses to gain information and assistance from all government
agencies; and that a business could notify a change of details to one
government agency that would be shared across other agencies.?

1.6 Recommendations from the Bell Report also initiated the launch, in
1998, of the business.gov.au website (formerly the Business Entry Point) that
provides information for businesses, with links to various business services.
This website, managed by the Department of Industry (Industry), also
manages the ABNLookup service on behalf of the Registrar.?

1.7 Another major review of business regulation, Rethinking regulation:
report of the taskforce on reducing regulatory burdens on business, was released in
January 2006 (also referred to as the Banks Report). Recommendations in this

22 A New Tax System (Australian Business Number) Act 1999.
23 A New Tax System (Australian Business Number) Bill 1998 Explanatory Memorandum p. 2.
24 ibid, paragraph 1.44, p. 9.

25  Small Business Regulation Taskforce, Time for Business: Report of the Small Business Regulation
Taskforce, November 1996, pp. 8—10.

26  The ABNLookup service allows public access to some of the ABN information held on the ABR.
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Background and Context

report were progressed at the Commonwealth, state and territory levels
through the Council of Australian Governments’ (COAG) 2008 National
Partnership Agreement to Deliver a Seamless National Economy.”

1.8 The National Partnership Agreement covers 36 separate reforms
dealing with deregulation priorities and areas of competition reform, including
those that are administered by the Registrar, or interact with the operations of
the ABR. The reforms are:

. AUSkey: administered by the Registrar, is an electronic ‘key’ or
common authentication system that enables secure access to, amongst
other things, the ATO’s Business Portal?®, and is promoted for use by
other government agencies to support secure online service delivery;

J the Standard Business Reporting (SBR) program: administered by the
Registrar, is an initiative focussed on reducing the reporting burden on
business. Under the program, Australian businesses are able to use SBR-
enabled software to prepare and lodge key government forms directly
from their software to the agencies participating in the SBR program?’; and

. the national business names registration scheme: administered by the
Australian Securities and Investments Commission (ASIC), replaces
eight state and territory registry services and establishes the national
Business Names Register. Businesses are required to hold an ABN to
register a business name with ASIC.

1.9 An additional program, developed as part of the national business
names registration scheme, aimed to improve business online services (BOS)
with government. BOS is managed by Industry and has two components that
complement, but are not currently linked to, the ABR:

27  The COAG reform agenda underlying the National Partnership Agreement to Deliver a Seamless
National Economy had the aim of reducing the costs of regulation and enhancing productivity and
workforce mobility in areas of shared Commonwealth, state and territory responsibility.

28  The ATO Business Portal is a secure website providing businesses with access to ATO online
services.

29  The ABN Act was amended by the Tax Laws Amendment (2009 Measures No. 2) Act 2009 to enable
the Registrar to perform functions as the ‘Multi-agency Registration Authority’ as part of the SBR
program. Under these amendments, s. 3(4) was inserted into the ABN Act to allow the Registrar to
create and maintain a register of representatives of businesses for the purpose of facilitating electronic
dealings by those businesses with government entities.
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o the Australian Business Account, available from July 2011, which
assists businesses to manage their ongoing transactions with all levels
of government; and

° the Australian Business Licence and Information Service, a free online
service that provides licensing and compliance information from all
levels of government, available from August 2012.

1.10 These programs (including the ABR) are managed within individual
agencies but rely on multi-agency cooperation to maintain them, and
cross-portfolio strategy and co-ordination to achieve the aim of streamlined
government services, and a reduction in business reporting requirements.

The Australian Business Register

111 As at 23 April 2014, the ABR held information relating to 10.8 million
ABN registrations, of which 7.6 million were active.® The information includes
entities” business names and/or trading names, contact details and the type of
business being conducted. Some of this information is publicly available and
can be accessed via the web-based ABNLookup service for a variety of
purposes, for example: allowing businesses and consumers to verify the
identity of entities they deal with, including their GST status; and for charities
and non-profit organisations, their government endorsed status.

1.12  Additional information held on the ABR is not publicly available but
can be provided to eligible Australian, state, territory and local government
agencies (as specified in the ABN Act) that enter into a partnership
arrangement with the Registrar, referred to as ABR partner agencies.?!

113  ABR partnerships are established under a Terms and Conditions
Agreement between the Registrar and the head of the partner agency.
Non-public information can be used to support the functions of the partner
agency, for example: licensing authorities can use the information to conduct
compliance activities; state, territory or local government agencies can use
aggregated information on the number and location of types of businesses to
improve service delivery, or for local planning purposes; and all partner

30  The total includes the details of active, inactive and cancelled ABNs. Inactive ABNs are maintained on
the register as they may be re-activated by the entity in the future and data in relation to cancelled
ABNSs provides useful statistical information.

31 The additional information cannot be provided to government business enterprises with commercial
interests.
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Background and Context

agencies can validate information lodged by businesses on the ABR against
information they hold. The public and non-public data held on the ABR is set

out in Figure 1.1.

Figure 1.1:

Public Information

Australian Business Number (ABN)

Public and non-public information on the ABR

Non-public Information ‘

Service of notice address (the Australian
postal address for the entity)

ABN status (active or cancelled)

Business address (the entity’s main street
address within Australia)

Entity name (the name that appears on
official documents or legal papers)

Industry code and description (the type of
industry the business or organisation
operates in, as described by the Australia
and New Zealand Standard Industrial
Classification)

Entity type (a description of the entity, for
example sole trader, partnership or company)

Associate details (the names of associates,
for example public officers, directors,
partners or trustees associated with the
entity)

GST status (the date GST registration
became effective or was cancelled)

Contact details (the entity’s email address
and, from the end of 2013, the entity’s phone
number)

Main business location (state/territory and
postcode of the main business location)

Business locations (from the end of 2013
additional business, branch/office, location
details will be available)'

Registered business names(s)

Geocoding (from the end of 2013 the latitude
and longitude of business addresses and
additional locations will be available)1

Tax concessions for charities and funds

Deductible gift recipient status

The Australian Company Number, the
Australian Registered Body Number or the
Australian Registered Scheme Number

Dates of effect (the date registration comes
into effect or ceases to be effective)

Replacement ABN (if the Registrar has
changed the ABN—the date of each change
and the previous ABN)

Source:
Note 1:

ANAO, from ABR, Accessing data on the Australian Business Register, May 2013, pp. 3—4.
Geocoding and branch information available from mid-May, 2014.
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ABR website

114  Access to ABR services is available through the ABR website, which is
hosted by the ATO. The website provides applicants with information on their
entitlement to an ABN, particularly to assess if they are operating as a business
and not as an employee, and an online application process is available that can
issue (or decline) an ABN in less than a minute.®> The process also invites
applicants to commence other registrations they may require, including to
register for a Tax File Number, indirect taxes (such as fringe benefits tax, luxury
car tax and wine equalisation tax), or to apply for a business name with ASIC.

1.15 AUSkey is also promoted on the ABR website, and businesses issued
with an AUSkey and an ABN can access and change their ABR details online.
As at 30 April 2014, the Registrar maintained a separate website for SBR
services, also hosted by the ATO.

ATO administrative arrangements for the ABR

116 The ATO’s administrative arrangements supporting the ABR have been
subject to a number of reviews and changes since the register was established
in 2000-01. Most of these changes have occurred since 2007-08, reflecting an
increased focus on the whole-of-government objectives of the ABR, beyond its
role in tax compliance and administration. These changes include:

J creating an ABR Advisory Board (the Board) in 2009. Membership of
the Board comprises senior executives from a range of Australian, state,
territory and local government agencies. The Board provides ‘a whole-
of-government perspective on the development and operation of the
ABR in its function as a resource to be used by all levels of government
in interacting with the Australian business community’3;

o establishing a new ATO business line in 2010, named the Business
Reporting and Registration (BRR) business line. The BRR business line
brought together three whole-of-government programs previously
managed in different areas of the ATO—the ABR, AUSkey and the SBR

32  Business rules in the online application control mandatory fields, and a series of checks against
information held on other databases allows the applications to be automatically finalised. An
application may be referred for manual processing and assessment where the information provided is
incomplete.

33  Australian Government, Report of the Australian Business Registrar 2012—13, p. 5.
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Background and Context

program—and positioned them wunder the responsibility of the
Registrar; and

° commissioning in 2013, an external review by KPMG of the BRR
business line’s operating and governance arrangements: Review of
Business Reporting and Registration (BRR) Business Line—28 June 2013
(the external review). The external review made wide-ranging
recommendations for change relating to four key themes: strategic;
organisation and governance; processes and enablers; and people and
services. The recommendations are set out in Appendix 2.

117 In February 2014, the BRR business line was restructured,
implementing a recommendation of the external review. The new structure
reflects three functional areas—policy and strategy, operations, and
stakeholder engagement—replacing the previous program-based structure of
ABR, AUSkey and the SBR program. The aim of the new structure is to:
achieve synergies across a range of operational functions, including planning,
strategy and communications, and risk management that were previously
conducted separately for each program; and to be a stronger presence in
whole-of-government services to the business community. As at 29 May 2014,
there were 265 full time equivalent staff in the BRR business line reporting to
the Registrar, and the program costs for 2012-13 were $126.5 million.3

1.18 In October 2013, the Deputy Registrar commissioned further work by
KPMG to assist the BRR business line with the implementation of the external
review’s recommendations relating to strategic, organisational and governance
themes. This work was finalised in March 2014.

1.19 Different terms are used to refer to the programs jointly administered
in the BRR business line. Reference in this report to the ABR is to the register,
while the ABR Program refers to the joint administration of the ABR (the
register), AUSkey and the SBR program.

34  ATO advice, and information provided in the Australian Government, Report of the Australian
Business Registrar 2012—13. p. 46 and p. 49. The report also refers to some 390 ATO staff in other
ATO business lines whose responsibilities include providing support to the ABR Program, bringing the
reported total cost of operating the ABR program to $145 million for 2012-13.
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Services supporting the administration of the BRR business line

1.20 The Registrar’'s capacity to administer the programs in the
BRR business line is dependent on the services provided by the ATO.
Specifically, ATO services supporting the ABR include those provided by the:

. Client Account Services business line, to support the processing of ABN
applications;
o Customer Service Solutions business line, to manage inbound calls

relating to ABNs, the ABR, AUSkey? and the SBR program through the
ATQO’s call centre network;

J Enterprise Solutions and Technology business and services line, to
develop and manage the infrastructure and platforms that support the
ABR’s systems and data; and

. ATO Finance, to allocate and report on funding.

1.21 In addition to ATO services, other agencies support the delivery of the
ABR, AUSkey and SBR programs, or use the services provided by them. Specific
agreements in relation to the ABR are maintained with Industry and ASIC:

. Industry hosts the ABNLookup and SuperfundLookup®® services, which can
be accessed directly on the web, or through links provided in the
business.gov.au ~ website; and also operates VANguard, a
whole-of-government authentication program that is used by several
government agencies, including by the ATO to authenticate AUSkeys;
and

J ASIC and the ATO exchange data to verify and update the information
provided in applications for ABNs and Australian Company Numbers;
and, commencing in May 2012, to implement the Business Names
Register as part of the national business names registration scheme.

Agreements between Treasury, Industry and the ATO support the
development of the SBR program, with individual agreements for agencies
accepting business reports via SBR-enabled software.

35  AUSKkey is the only program in the BRR business line with a dedicated 1300 number.

36 SuperFundLookup contains publicly available information about all superannuation funds that have an
ABN. It includes those funds regulated by the ATO and the Australian Prudential Regulation Authority.
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ABR external reporting

1.22  Information relating to the ABR and later ABR Program is reported in
the Commissioner of Taxation’s Annual Reports and, since 2007-08, in annual
reports and reviews published by the Registrar. The Registrar’s annual reporting
has changed in the period 2007-08 to 2012-13 to reflect the broadening of the
Registrar’s responsibilities to include AUSkey and the SBR program: it was the
Australian Business Register Year in Review in 2007-08, and the Report of the
Australian Business Registrar in 2012-13. The Registrar’s reports have included
specific and detailed reporting for the ABR, AUSkey and the SBR program since
the creation of the BRR business line in 2010.

Business regulation and reporting in Australia

1.23 In September 2013, the World Economic Forum published its latest
annual global competitiveness survey, reporting competitiveness indices for
148 countries. In 2013-14, Australia’s global competitiveness ranking slipped
to 21¢ from a peak of 15% in 2009-10, with the burden of government business
regulation identified as one of the most problematic areas for doing business in
Australia. In this regard, Australia was ranked by the World Economic Forum
as 128" out of 148 countries, from a position of 60t in 2010-11.%

1.24 Some two years previously, the Australian Industry Group’s national
survey of Chief Executive Officers (CEOs) 2011 focused on how Australia’s
regulatory system was working in practice, and if there were any areas of the
system that could be improved to minimise unnecessary compliance costs. The
results of the survey illustrated the CEOs’ top nine policy measures to address
regulatory compliance burdens, and these are set out in Figure 1.2.

37  World Economic Forum, Global Competitiveness Report 2013—-14 p. 31
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Figure 1.2:  Australian Industry Group survey of CEO’s priorities 2011

Reduce the frequency of reporting
requirements to a minimum

Establishment of reliable electronic
and web-based reporting

Single location or website for all
regulatory information
and announcements

One agency which collects all the
required information

Better communication and
consultation with businesses when
developing new regulations

Reducing the duplication of regulation
across local government boundaries
and state borders

Agencies sharing information and
ensuring there are no duplicate
information requirements

Implement pre-populated
forms and reports

Scheduled release of new and amended
regulation

0 2 4 6 8 10 12 14 16 18
Weighted Ranking

Source: The Australian Industry Group, National CEO Survey: Business Regulation, Sept. 2011, p. 18.

1.25  The policy measures identified by CEOs in the 2011 survey reflected the
recommendations in the report of the Small Business Deregulation Taskforce
1996, Time for Business (that recommended the ABR). Common themes that
span the 15 years between the reports include the need for fewer entry points
to government and improved co-ordination between the different tiers of
government. The model for government interaction with business, as proposed
in the Time for Business report, is set out in Figure 1.3.
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Figure 1.3: Model for government interaction with business proposed
by the Small Business Deregulation Task Force, 1996

Small Business

Australian Bureau of

Licensing Authorities Statistics

Australian Securities
Commission’

Other State Agencies
eg Payroll Tax

Business Name Other Commonwealth

Registries Agencies
Workers Compensation Australian Taxation
Authorities Office

Source: The Bell Report: Time for Business—Report of the Small Business Deregulation Task Force, 1996,
p. 9.

Note 1:  The Australian Securites Commission became the Australian Securities and Investments
Commission (ASIC) in 1998.

1.26 The programs administered by the BRR business line: the ABR,
AUSKey and the SBR program; together with the ASIC-administered Business
Names Register and Industry’s business.gov.au website, Australian Business
Account and Australian Business Licence and Information Service; have the
potential to address many of the issues identified in the 1996 Time for Business
report and the Australian Industry Group’s 2011 national survey of CEOs.
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Previous audit coverage

1.27

The ANAO has conducted two previous audits of the ABR:

Audit Report No. 53, 2002-03, Administration of Australian Business
Number Registrations assessed the administrative effectiveness of the
ABN registration process and the ATO’s implementation and
management of the ABR. The audit made eight recommendations,
including those aimed at: maintaining the integrity of ABR data;
improving the governance framework; and achieving the register’s
whole-of-government objectives.

Audit Report No. 15, 2007-08, Administration of Australian Business
Number  Registrations — Follow-up  Audit examined the ATO’s
implementation of the previous audit’s recommendations. Four new
recommendations were made in this audit aimed at: improving the
governance framework for the register; and improving the take-up of
the ABR by agencies to achieve whole-of-government outcomes.

The ATO advised that all the recommendations from these audits had been
fully implemented by March 2009.

Audit objective, criteria, scope and methodology

1.28

The objective of the audit was to assess the effectiveness of the

administration of the ABR.

1.29

To form a conclusion against this objective, the ANAO adopted the

following high-level criteria:

appropriate and effective governance and administrative arrangements
were in place to support the ABR in achieving its objectives, both
within the ATO and across other agencies that administer, or had a key
role in business registrations that interact with, the ABR—particularly
Industry and ASIC;

strategies were developed to encourage broader use of the ABN and
ABR in support of whole-of-government initiatives, including to
improve business-to-government dealings; and

systems and processes were developed to effectively manage data and
provide assurance of the integrity of the information held on the ABR,
including that ABNs are only issued to eligible businesses.
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Background and Context

1.30  As noted in paragraph 11, the ANAO designated the ATO, ASIC and
Industry as the agencies subject to this audit. In examining the administration
of the ABR, the audit touched on the functions of AUSkey, the SBR program,
the Business Names Register, the Australian Business Account and the
Australian Business Licence and Information Service, as they relate to ABR
services and purposes. However, the operation of these functions was not
examined in detail.

1.31  As previously noted, the 2013 external review of the operations and
governance of the programs under the responsibility of the Registrar made
wide-ranging recommendations for change. Some of the changes were
implemented during the course of the audit, with others being planned or
under consideration.

1.32  The audit included interviews with agencies’ staff, and the examination
of relevant files and systems. Audit analysis included testing the consistency of
ABR data held in two of the ATO’s systems; and consulting a selection of ABR
partner agencies regarding their use of ABR data.

1.33  The audit has been conducted in accordance with the ANAO’s auditing
standards at a cost of approximately $580 000. Resolution Consulting Services
Pty Ltd provided the ANAO with assistance in the conduct of the audit.

Structure of the report
1.34  The structure of the report is set out in Table 1.1.

Table 1.1: Structure of the report

Chapter Overview ‘
2. Management Arrangements Examines the ATO’s management arrangements for
the ABR.

3. IT Systems Supporting the ABR Examines the ATO’s IT systems and infrastructure that
support the administration of the ABR.

4. Data Integrity Examines the processes that support the integrity of
ABR data.

5. Whole-of-Government Initiatives Examines the administration of the ABR within the
context of whole-of-government initiatives.
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2. Management Arrangements

This chapter examines the ATO’s management arrangements for the ABR.

Introduction

2.1 In 1999-2000, the ATO was given responsibility to ‘create and maintain’
the ABR, recognising that the register had roles to support tax administration,
particularly the GST, and more broadly to make it easier for businesses to deal
with all levels of government. In administering the ABR, the original intent
was that the ABR should remain separate, or at arm’s length, from the ATO’s
systems.3

2.2 In the 2007-08 ANAO audit, Administration of Australian Business
Number Registrations Follow-up Audit (the 2007-08 ANAO audit) the ANAO
noted that: management of the ABR both followed, and was integrated into,
the ATO’s management structure; and that this integration was at the expense
of visibility and accountability of ATO officers in their operation of the ABR.
The report further noted that, while the ATO had focussed attention on
ensuring the administrative efficiency of the ABR in achieving the ATO’s key
objectives relating to the introduction of the GST, this focus:

... has arguably been at the expense of the other original objectives and
expectations for the ABR in terms of reducing the number of government
registration and reporting requirements for business and making it easier for
business to deal with Government at all levels.®

2.3 The ATO agreed with the recommendations in the 2007-08 ANAO
audit to develop business plans, monitor programs and prepare performance
reports that were ABR specific. The ATO also reviewed the management
arrangements supporting the ABR, following feedback from the ANAO and
ABR partner agencies about the highly integrated management of the ABR
within the ATO, and subsequent risks posed by competing priorities.

38  ANAO, Audit Report No.15, 2007—-08, Administration of Australian Business Number Registrations
Follow-up Audit, p. 60.

39 ibid. pp. 59-60.
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Management Arrangements

2.4 To assess the effectiveness of the ATO’s administration of the ABR
since 2007-08%, the ANAQO examined the:

J organisational structures supporting the ABR, including executive
responsibilities;
J ABR administrative functions—planning, performance monitoring and

reporting, and ABR management reporting; and

J funding and resource allocation for the ABR.

Organisational structures supporting the ABR

Business reporting and registration business line

2.5 Commencing in July 2010, staff working in the ABR, AUSkey and SBR
areas of the ATO transferred to the newly established BRR business line,
described by the Commissioner as ‘a key step forward in the ATO’s
arrangements to deliver whole-of-government outcomes’.*® An ATO Deputy
Commissioner assumed responsibility for the business line while also holding
the position of Deputy Registrar. The structure of the BRR business line, as at
30 June 2012, is set out in Figure 2.1.

40 Inthe ABR Year in Review 2008-09, the Registrar outlined key strategies for the year ahead,
including to continue to separate and delineate ABR planning, reporting and governance processes
from those of the ATO, and to identify and implement improvements to reporting and governance
processes.

41 Machinery of Government changes in April 2013 transferred staff with responsibility for SBR policy,
and just over $14 million of net assets, from the Department of the Treasury to the ATO. The transfer
effectively positioned the ATO (under the responsibility of the Registrar) as the lead agency driving the
whole-of-government SBR program, although the Secretary of the Treasury continued to chair the
SBR Board.
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Figure 2.1:

Structure of the BRR business line, as at 30 June 2012
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Register

Source: Report of the Registrar 2011-12, p. 48.

2.6 Despite the intent of the new arrangements, the combined
administration did not achieve whole-of-government outcomes. A review of
the minutes of seven meetings of the BRR business line executive, held
between April and October 2013, reflect ongoing issues with the role and
direction of the business line, some three years after it was established. Matters
recorded in the minutes include discussion about:

° how the BRR business line will achieve the objectives of the ABN Act,
which are distinct from those of the ATO (April); and

. the lack of a single approach to promote the whole-of-government
programs, that still functioned as three separate areas (June).

2.7
and provided the rationale for a restructure of the business line, changing from

The 2013 external review addressed these strategic and structural issues

a program-based structure to one centred on administrative functions. The
revised structure of the BRR business line, with effect from February 2014, is
shown in Figure 2.2.
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Management Arrangements

Figure 2.2:  Structure of the BRR business line, as at February 2014.

Registrar

ABR Advisory Board
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Registration
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Adoption
Source: ATO.
2.8 The new structure changed the roles and responsibilities of some staff

within the business line, but it did not affect the ATO services supporting the
administration of the programs. As at May 2014 there were no internal
agreements that defined or set standards for the ATO services supporting the
operations of the BRR business line®, including how the individual and/or
combined programs were prioritised within the ATO’s allocation of funding
and resources.

2.9 The restructure implemented one of the recommendations from the
2013 external review, with others being considered at the time of audit. Advice
from executive staff in the BRR business line is that the findings and
recommendations contained in the external review fairly reflect challenges for
the ABR Program (the ABR, AUSkey and SBR program) in achieving its
objectives.

210 However, as at May 2014, the Commissioner/Registrar and broader
ATO Executive, and relevant government Ministers had not been formally
briefed on the findings and recommendations in the review. A brief to the
Registrar in November 2013 recommending a new name for the business line—
to present a more distinctive ‘brand” and better differentiate the

42 A draft Working Principle Framework, developed in June 2011 by the business line on behalf of the
ABR for consideration by operational areas of the ATO, was not progressed.
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whole-of-government services from the ATO—was put ‘on hold” subject to the
findings of the Government’s Commission of Audit.

Executive responsibilities

211  The Australian Business Register Year in Review 2007-08 was the first
instance in which the Commissioner, in his capacity as Registrar, provided an
annual report of the ABR.# In the Registrar’s introduction, the report was
described as a new corporate document for the ABR, to:

demonstrate our commitment to establishing reporting, governance and
administrative arrangements which are separate and distinct from those used
by the Commissioner of Taxation. As an open and accountable administration,
we have published this report to assure partner agencies, government users of
the ABR and the community that we are effective and efficient administrators
of the register.*

212  While the ATO has introduced several other measures since 2007-08
aimed at achieving ‘distinct and separate’ arrangements for the ABR, the
administration of a whole-of-government program within the ATO’s
administration of the tax and superannuation systems, remains complex. The
2007-08 ANAO audit noted that: there was no Governance Charter for the
ABR that defines or assigns the roles and responsibilities of managers, and
considered that the governance structure of the ABR had been allowed to
atrophy and be replaced by the ATO governance structure.*> As at May 2014,
there was still no Governance Charter for the ABR or the ABR Program.

213 In this context, there are no legislative requirements for the ABR to be
administered separately from the ATO. Under delegations and Instruments of
Authorisation, the Commissioner may delegate all the Commissioner’s powers
and functions as Registrar. However, the purpose and intent of the ABN Act to
develop the ABR as a whole-of-government initiative, over and above the
Commissioner’s use of ABNs for GST registration and broader tax compliance
purposes, would indicate the benefits of doing so.

214 It was in this capacity, ‘to assure partner agencies, government users of
the ABR and the community that we are effective and efficient administrators

43  Prior to 2007-08, reporting for the ABR was included in the Commissioner of Taxation annual reports.
44 Australian Government, Australian Business Register Year in Review 2007-08, p. iii.

45  ANAO, Audit Report No. 15, 2007-08, Administration of Australian Business Number Registrations
Follow-up Audit, p. 58.
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Management Arrangements

of the register” that the ATO started to develop measures to establish ‘separate
and distinct’ arrangements for the ABR, some eight years after it commenced.

ABR administrative functions

ABR planning

215 The Commissioner, in his role as Registrar of the ABR, is not required
to provide an annual plan for the ABR (or ABR Program). In this light,
planning for the ABR has been included in the ATO’s annual plans, and (since
2010-11) in plans developed by the BRR business line for the ABR, AUSkey
and the SBR program that are aligned with the ATO’s corporate deliverables.
In the ATO’s Annual Plan 2013-14, reporting obligations and accountability for
the ABR Program are to the Deputy Commissioners of the BRR and
Client Account Services business lines.

216  While strategic and business plans were developed by the ATO during
the early years of the ABR, the 2007-08 ANAO audit noted:

. a lack of strategic planning for the ABR, and that strategic guidance
and business planning associated with the ABR had been largely
subsumed into ATO activities; and

. this lack of strategic planning for the ABR had allowed development of
the ABR to drift without clear and explicit consideration of the
consequences of certain decisions, specifically the definition of agency
partnership with the ABR, which had changed from the ABR business
case.

217 The BRR business line drafted two plans dealing with the strategic
direction of the ABR program, but they were not finalised and endorsed by the
ATO Executive and/or the Registrar. The plans were:

. Future Strategic Direction—Business Reporting and Registration, 2010-15,
reflects the high-level intent for the ABR, AUSkey and SBR program, in
the (then) newly formed BRR business line; and

J Business Reporting and Registration: Australian Business Register: Draft
2013/14 Strategies.

46  Australian Government, Australian Business Register Year in Review 2007-08, p. iii.

47  ANAO, Audit Report No. 15, 2007-08, Administration of Australian Business Number Registrations
Follow-up Audit, p. 56.
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While incomplete, these plans went some way to differentiating the ABR and
ABR Program from the ATO’s planning functions, through highlighting the
need for specific planning for these whole-of-government programs.

218 Since the inception of the ABR, two boards have been established to
provide strategic direction for the ABR: the ABR Policy Advisory Committee
(PAC), and the ABR Advisory Board. The PAC was established by the ATO in
July 2000, and included representatives from several government agencies to
provide whole-of-government direction for the implementation of the ABR.
The PAC last met in November 2004. The 2007-08 ANAO audit noted that:

the inability to revise the role of the PAC and re-invigorate its membership,
reflects the lack of focus by the ATO on the original whole-of-government
objectives and expectations of the ABR.#

From November 2004 to the establishment of the ABR Advisory Board in 2009,
there was no external or whole-of-government arrangement supporting the
strategic direction of the ABR.

ABR Advisory Board

219 The ABR Advisory Board (the Board) comprises representatives from
nine Australian Government entities and four state, territory and local
government agencies. The Board meets twice a year. Membership of the Board
as at 30 June 2013, and the Board’s terms of reference and members’
responsibilities as set out in the Board’s Charter, are published on the ATO’s
website.®

2.20  While not a decision making body, the Charter includes that the Board
has a role in the planning and strategic direction of the ABR, to:

o endorse overall plans, inform the priorities for the Registrar’'s ABR
program  of work and promote the ABR’s strategic
whole-of-government role; and

48  ibid, p. 51.

49 Membership:<https://www.ato.gov.au/Business/Consultation--Government-entities/In-detail/ABR-
Advisory-Board/About/ABR-Advisory-Board-charter/?page=2#Membership>.
Terms of Reference: <https://www.ato.gov.au/Business/Consultation--Government-entities/In-
detail/ ABR-Advisory-Board/About/ABR-Advisory-Board-charter/?page=1#Purpose>.

Members’ roles and responsibilities: <https://www.ato.gov.au/Business/Consultation--Government-
entities/In-detail/ABR-Advisory-Board/About/ABR-Advisory-Board-
charter/?page=3#Roles and responsibilities>.
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Management Arrangements

. support the Registrar and the ABR Executive in setting strategic
direction and positioning the ABR to meet government and community
expectations to improve efficiency and sustainability in service
delivery, and to reduce red-tape and compliance costs.

2.21  Minutes of the first meeting of the Board held on 29 April 2009 reflect
that the Registrar referred to his separate responsibilities as Registrar of the
ABR, as distinct from those of Commissioner of Taxation (although these
minutes did not include details of these separate responsibilities) and indicated
that he considered the cross-agency Board to be a key consultative forum for
the ABR and an opportunity to share in developing the ABR vision.

222 Minutes of the following eight meetings largely reflect information
sharing, with the BRR business line executive providing operational updates to
the Board, including on the new BRR business line (November 2010), and the
use of ABR data in disaster recovery (October 2011). Minutes of the
October 2012 meeting reflect discussion about the ABR going forward,
including requests to the Registrar to add additional information to the ABR.
Concern about the integrity of ABR data is minuted in several of the meetings,
as well as the lack of appropriate ABR performance measures and targets.

2.23  While the BRR’s annual business plans were presented to the Board for
endorsement, there was no strategic plan for the Board to consider, and
consequently limited opportunity to guide or review strategies for the ABR.
The high-level membership of the Board, from agencies across all levels of
government, brings considerable diverse expertise and is well positioned to
provide direction for the ABR. There would be merit in reviewing the role of
the Board to reflect the aims of combining the administration of the ABR,
AUSkey and the SBR in the BRR business line.*

Draft Vision, Mission and Outcomes statement for the ABR Program

2.24  The lack of an overall strategy for the ABR Program was noted in the
2013 external review, with recommendations aimed at developing an
integrated approach that would secure a whole-of-government mandate for
the combined programs. Subsequently, the BRR business line developed a
draft Vision, Mission and Outcomes statement to direct strategic and operational
plans for the ABR Program.

50  The 2013 external review noted the separate functions of the SBR Board, recommending a combined
governance board for the ABR Program (Recommendation 4).
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225 As at April 2014, the ATO advised that the draft statement has been
incorporated into proposed revisions to the ATO’s Portfolio Budget Statements
(PBS) and associated key performance indicators (discussed later in this
chapter), and endorsed by the ATO Executive. The draft Vision, Mission and
Outcomes statement for the ABR Program is set out in Figure 2.3.

Figure 2.3: ABR Program, draft Vision, Mission and Outcomes
statement, February 2014

“Contribute to improving the wellbeing of the
Australian people through enhanced business

productivity”

1. Reducing the cost to business of complying with Government
regulation.

2. Influencing Government policy and implementation, through

Mission advocating the use of services, technologies and processes to
minimise the administrative impact on business.

3. Encouraging the adoption of new practices by businesses to
reduce operating costs.

Source: ATO, BRR business line.

2.26 However, there was no supporting explanation of the extent to which
the ATO’s administrative arrangements, resource and funding allocations, or
governance structures will support the achievement of the revised
performance measures and targets.

ABR performance monitoring and reporting

2.27  Program objectives, deliverables and key performance indicators (KPIs)
for the ABR are set out in the ATO’s PBS°!, and the results achieved are
reported in the annual reviews and reports published by the Registrar.

51 These requirements are set out in the Australian Government’s Reporting and Review Requirements
and available from the Department of Finance’s website: <http://www.finance.gov.au/budget/budget-
process/reporting-requirements.html> [accessed 29 April 2014].
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2.28 Between 2007-08 and 2013-14 changes in the ATO’s program structure
increased the visibility of the ABR in the ATO’s tax administration. Prior to
2007-08 the ABR was included in the ATO’s general administration of the tax
system; and by 2011-12 it was part of a single ATO program, ATO Program 1.3:
the ABR (that included the ABR, AUSkey and SBR program). The positioning
of the ABR in the ATO’s program structure for the period 2007-08 to 2013-14 is
set out in Table 2.1.

Table 2.1: The ABR in the ATO’s program structure, 2007-08 to
2013-14

Year ABR in the ATO’s program structure

2007-08 | The ABN and ABR were included in the ATO’s administration of the main areas
of the tax system that included income tax, the GST, excise duty, and fuel, grants
and benefits schemes.

2008-09 | The ABR was included (with the Australian Valuation Office) in the ATO’s output
1.1.5: services to governments and agencies.

2009-10 | The ABR was included (with the Australian Valuation Office and the ATO’s
complaints resolution processes) in the ATO program 1.5: services to
governments and agencies.

2010-11 | The ABR was a discrete component, component 1.1.4, of the ATO program 1.1:
Australian Taxation Office.

2011-14 | The ABR was included in ATO program 1.3: the ABR (the ABR, AUSkey and
SBR program).

Source: Treasury Portfolio, Portfolio Budget Statements 2007—-08 to 2013—-14.

2.29  The objectives and deliverables for the ABR and ABR Program, as set
out in the ATO’s PBS, have expanded over the years to reflect the changes to
the ATO’s program structure and the Registrar’s additional responsibilities for
AUSkey and the SBR program. Particularly, the PBS for 2013-14 introduced a
more defined objective for the ABR:

The ABR undertakes work to enable streamlined interactions between
businesses and government. The ABR is also moving to better support
improved planning by government agencies for program and service delivery
to the community through increased awareness and use of its services. This is
done by registering businesses and issuing them with an ABN as their unique
identifier, to reliably identify themselves and facilitate their dealings with
government.

230 While the objectives and deliverables for the ABR Program have
developed, the KPIs for the ABR have remained largely unchanged. The KPIs
continue to reflect routine activities in the management of the ABR, rather than
achievements against the broader whole-of-government objectives of making it
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easier for business to deal with government, and reducing reporting and
registration requirements (further discussed in Chapter 5).

ABR management reporting

231  The 2007-08 ANAO audit found that, ‘because performance reporting
of the ABR has been largely subsumed into the Tax Office governance

arrangements, the Registrar has little opportunity to monitor progress of the
ABR’.2

2.32  While the BRR business line executive is kept well informed of
operations and performance of the ABR, AUSkey and the SBR%, no reports
concerning the ABR or ABR Program are prepared specifically for the
Commissioner in his role as Registrar of the ABR, or for the broader ATO
Executive. Rather, information on the ABR Program for the ATO Executive is
included in:

J monthly ATO Exception reports that highlight emerging risks and
performance across the ATO. In relation to the ABR Program, two
issues were included in the Exception reports of September and
October 2013: the high number of complaints arising from the Bulk
Registrar Initiated Cancellations of ABNs (further discussed in
Chapter 4); and AUSkey compatibility with updated proprietary
software; and

. quarterly performance summaries. The People, Systems and Services
Group (PSSG) mid-year performance summary, 2013-14, prepared for
the ATO Executive includes high-level reference to the ABR Program,
for example, the number of visits to the ABR’s new website, and
growth in the number of ABNs.

2.33  In relation to ATO Executive engagement with the ABR Program, the
ATO also provided agenda papers for discussions between the Deputy
Registrar and the Second Commissioner (with responsibility for the PSSG) on
matters concerning the BRR business line. A review of six agenda papers
reflects a broad range of issues relating to the administration of the ABR,
AUSkey and the SBR program, but no record is kept of these discussions.

52  ANAO, Audit Report No.15, 2007—08, Administration of Australian Business Number Registrations
Follow-up Audit, p. 58.

53  The reports to the BRR executive include the: ABR assurance monthly report; Report on registrations;
ABR monthly report; and the BRR Executive report.
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234 The ATO advised that executive management reporting for the
ABR Program is consistent with the ATO’s reporting functions. However, this
arrangement provides limited information on the operation and progress of
the ABR and broader ABR Program, and does not support recognition of the
whole-of-government programs as distinct from the ATO’s administration of
the tax and superannuation systems, or the separate responsibilities of the
Registrar. The external review included recommendations aimed at achieving
greater clarity of the roles, responsibilities and governance model supporting
the BRR business line. However, as at April 2014, the ATO Executive and/or
Registrar had not formally considered the review or endorsed the
recommendations, beyond endorsement of a vision statement as part of a
proposed revision to the ATO’s PBS.

Conclusion

235 The ATO has successfully implemented and operated the ABR to
support the introduction of the GST and broader tax administration.
Commencing in 2007-08, it has implemented several measures aiming to
differentiate the administration of the ABR from the ATO’s functions, to
enhance the capacity of the ABR (and broader ABR Program) to meet
whole-of-government objectives. These measures include establishment of the
ABR Advisory Board in December 2009 and BRR business line in July 2010.

236  The ATO has separately identified the ABR Program in the ATO’s PBS
since 2010-11, providing increased visibility of the ABR and the Registrar’s
additional responsibilities for AUSkey and SBR. However to date, performance
measures for the ABR have focused on activities, with no measures of the
success of the register in streamlining interactions between business and
government. The ATO advised that a new strategic plan has been included in
proposed changes to the ATO’s PBS and associated performance indicators for
2014-15. However this has been developed in isolation from review and
endorsement of other administrative and planning functions, and funding
measures that may be required to achieve the revised outcomes.

2.37 The Registrar has provided an annual report since 2007-08, and
engages with the ABR through the biannual meeting of the ABR Advisory
Board. Nonetheless, the limited extent of management reporting raises doubts
that the Commissioner, in his role as Registrar, is kept appropriately informed
of the operations of the ABR.
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2.38  Opverall, these measures have not markedly improved the capacity of
the ABR to meet its broader objectives, with wide ranging recommendations
for change included in the 2013 external review. The ATO is aware that more
needs to be done to separate the ABR Program from the ATOs tax
administration functions. However, as at May 2014, the ATO Executive and/or
Registrar had not formally considered the review or endorsed the
recommendations, beyond endorsement of a vision statement as part of a
proposed revision to the ATO’s PBS.

Funding and resource allocation for the ABR

2.39 To assess the ATO’s funding and resource allocation for the ABR, the
ANAO examined financial reports and information provided by ATO Finance
for the period 2009-10 to 2013-14, in relation to the ATO’s PBS and Strategic
Costing Framework.

ATO Portfolio Budget Statements allocations

240 As discussed earlier, prior to 2010-11 there was minimal visibility of
the ABR in the ATO section of the Treasury PBS. The ABR and ABR Program
have subsequently been reported in the PBS, but funding allocations are not
separately reported for the ABR, AUSkey and SBR program. The ATO’s recent
funding allocations for the ABR and ABR Program are set out in Table 2.2.

Table 2.2: ATO PBS funding allocations to the ABR and ABR Program,
2010-11 to 2013-14

2010-11 2011-12 2012-13 2013-14

$ million $ million $ million $ million
ABR ABR ABR Program ABR Program
13.1 13.2 126.5 176.2

Source: Treasury Portfolio, ATO Portfolio Budget Statements 2010—-11 to 2013—14.

241 The funding allocations in the 2012-13 and 2013-14 PBS included the
additional funding provided for the ABR Program, through the Towards a Better
Business Future ($68.5 million over four years from 2012-13) and Reducing
Business Costs ($80.2 million over four years from 2013-14) programs; and a level
of ‘business as usual” funding for the ABR Program that more closely reflected
costs incurred by the ATO than in the previous two years, (discussed below).
The 2010-11 and 2011-12 PBS funding allocations included a small proportion of
these costs, while the source of the additional funds was not reported.
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Strategic Costing Framework applied to the ABR

242  The ATO’s Strategic Costing Framework (SCF) is used to calculate the
ATO’s expenditure on programs, based on an end-of-year attribution of actual
expenditure, using a range of cost drivers that includes: a proportion of total
expenditure for corporate overheads; and full time equivalent staff for
enabling functions and IT projects.

243 From 2010-11, the ATO’s SCF has tracked expenditure on the
ABR Program, and can separate the costs of the elements within the program.>
The ATO’s recent expenditure on the components of the ABR Program is
shown in Table 2.3.

Table 2.3: ATO expenditure on the ABR Program, 2010-11 to 2012—-13

ABR Program 2010-11 201112 2012-13
$ million $ million $ million
ABR 58.5 71.4 103.8
AUSkey 3.1 54 10.9
SBR 46.8 36.8 25.6
Whole-of-government 2.7
initiative
Total 108.4 113.6 143.0

Source: ATO Finance.
Note 1:

244

SBR funds transferred from the Treasury.

A comparison of the ATO’s PBS and the ATO’s expenditure (as shown

in Table 2.2 and Table 2.3 respectively) for the ABR and ABR Program, reflects
substantial disconnection between the PBS and SCF for 2010-11 and 2011-12.
However, there is better alignment for 2012-13, reflecting a change in the
ATO'’s approach to preparing budget estimates for the ABR Program.

ABR expenditure

2.45 Costs of the ABR include direct costs from the BRR business line and
those incurred by other business and services lines in the ATO. As shown in
Table 2.3, total costs of the ABR in 2012-13 were reported internally as
$103.8 million, and comprised of costs incurred by three business lines:

54  Costs for 2008—09 and 2009-10 for the ABR were provided by ATO Finance, but the ATO advised
these are not considered reliable for reporting purposes.
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. BRR: $44.6 million or 43 per cent;
o Client Account Services: $42.2 million or 41 per cent; and
. Customer Service Solutions: $17.0 million or 16 per cent.

246  This cost breakdown is from the ABR Indirects Breakdown report for
2012-13. However, it is inconsistent with reporting in the Report of the
Australian Business Registrar 2012-13, which gives total costs for 2012-13 of
$105.4 million, broken down by: BRR business line $41.7 million; Client
Account Services business line $30 million; Customer Service Solutions
business line $26.4 million; and Enterprise Solutions and Technology business
line $7.3 million.

247  The ANAO did not conduct detailed analysis of the cost drivers used
within the model, but notes that ABR costs incurred in other business lines are
not defined by agreements with the BRR business line that would specify
standards and priorities for the work undertaken for the ABR.

248 The SCF methodology provides a framework for costing the
components in the ABR Program. However, it is difficult to accurately
determine the business-as-usual costs incurred by the Enterprise Solutions and
Technology business and services line in supporting the ABR, as business
systems and IT infrastructure is a shared resource across the ATO. The current
indirect cost drivers such as full time equivalent (FTE) staff and a proportion of
total overheads are considered appropriate for enabling functions such as
finance and people management, but inadequate for attributing IT costs, as
they do not accurately reflect the relative costs incurred on various activities.

249  Accordingly, there would be merit in the ATO considering the net
benefits of introducing an industry standard IT services and product costing
methodology, and applying a transaction-based cost driver to attribute the
costs to each program.

Future funding

250 The ATO PBS for 2013-14 report increased funding for the ABR
Program to $176.2 million (including $50 million of new policy funds),
reducing to $156.9 million over the forward estimates period. Costs incurred
by the ABR Program from 2010-11 to 2012-13, and PBS for 2013-14 to 2016-17
are set out in Figure 2.4.
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Management Arrangements

Figure 2.4: ABR Program: Costs incurred (2010-11 to 2012-13) and
PBS (2013-14 to 2016-17)
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Source: ATO Finance and Treasury Portfolio, ATO Portfolio Budget Statements 2013-14.

Conclusion

251 Funding for the ABR is considerable, with total funding for the
ABR Program of $176.2 million reported in the PBS for 2013-14. The ATO now
internally monitors and reports expenditure on the ABR Program and the
different elements within the program, but has not established a baseline
figure for each element of the ABR Program. That is, it has not established the
cost of business as usual administration of the program, distinct from the new
policy funding.

2,52  While there has been better alignment between the reported PBS
funding for the ABR, and estimates of costs incurred through the SCF process,
there is inconsistency in the reporting of these costs, overall and by business
line. Effectively, some 14 years since the establishment of the ABR, the ATO
cannot confidently monitor and report on the costs of administering the ABR.
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3. IT Systems Supporting the ABR

This chapter examines the ATO’s IT systems and infrastructure that support the
administration of the ABR.

Introduction

3.1 The ABR is administered through the ATO’s IT systems, and is
supported by the ATO’s Enterprise Solutions and Technology (EST) business
and services line for the processing and storage of ABN information, and the
data transfer and exchange with ABR partner agencies.

3.2 To assess the effectiveness of the IT systems and processes that support
the administration of the ABR, the ANAO examined the:

J access to and exchange of ABR data within the ATO and between the
ATO and external agencies;

. services provided to the ABR by the EST business and services line; and

. data exchange between the ATO/ABR and ASIC supporting the

national business names registration scheme.

To provide context, the ANAO first examined the positioning of the ABR in the
ATO’s IT systems and infrastructure.

ATO’s IT systems and infrastructure

3.3 The ATO’s administration of Australia’s tax and superannuation
systems is supported by: two core operating systems, the ATO Integrated
System (AIS), and the Integrated Core Processing (ICP) system; and a Data
Warehouse that is logically separated into the legacy data warehouse (DWH)
and the new enterprise data warehouse (EDW).

3.4 The functions of the ABR are integrated with the ATO’s systems,
specifically the AIS, and the BRR business line is dependent on the Data
Warehouse for operational purposes and to provide data for ABR partner
agencies. The ATO has advised that a major systems release (MR4) scheduled
for December 2014 will change aspects of the ABR’s interface with the ATO’s
other systems, and these scheduled changes are discussed later in the chapter.
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3.5

3.6

IT Systems Supporting the ABR

Broadly, the function of each system is:

AIS: provides accounting services for some taxes, including the GST,
and the AIS Client Register is the ATO's primary source of taxpayer
information, recording taxpayers’ names, addresses, and tax roles;

ICP: processes forms, and accounts for taxpayers’ financial transactions
with the ATO, including income tax and fringe benefits tax. While ICP
uses ABR information, it is not currently a direct part of the operation
of the ABR application. With the implementation of MR4, ICP will
replace AIS as a key system in the functioning of the ABR; and

Data Warehouse: stores large volumes of ATO business data, separated
into the:

- DWH: reserved for legacy system information, including AIS;
and

- EDW: contains data primarily from ICP.
Two additional systems used in the administration of the ABR are the:

Data Transfer Facility (DTF): used for the transfer of data to third party
organisations. This was previously known as the Bulk Data Exchange;
and

Australian Business Register (the ABR application): the central
collection, storage and verification system for business identity
information associated with an ABN. The ABR application consists of
the ABR website, business rules supporting ABN applications, and the
ABN database.

The position of the ABR in the ATO’s systems and the interface with external
agencies, including support for the ABNLookup service, as at 28 February 2014,
is illustrated in Figure 3.1.
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Figure 3.1: Position of the ABR in the ATO’s IT systems and interface
with external agencies, as at 28 February 2014
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ABR data access and exchange

3.7 Information provided by ABN holders: flows in several directions
within the ATO; is exchanged with ASIC; is sent to the ABNLookup service
managed by Industry; and is extracted and sent in bulk extracts to, or is
directly accessed by, ABR partner agencies. The exchange of data with external
agencies is generally supported by Fedlink secured web services.>

ABR data flows within the ATO

3.8 Data exchanged between the ABR application and the AIS supports the
operations of the register and provides the ATO with information related to
ABN holders, including:

. verification of ABN applications against ATO information (including
tax file numbers);

. updates to ABNs from taxpayers’ information provided to the ATO
through tax returns and activity statements; and

J compliance activities on ABNs—for example, where an ABN holder has
not recorded any income in the tax system for several years, the
Registrar may cancel that ABN.

3.9 A one-way link from the ABR application to the DWH sends, on a
weekly basis, ABR information to the DWH. This link was created at the
commencement of the ABR specifically to support: ABR partner agencies’
requests for ABR data extracts; and to provide data for ABR operational
matters, for example conducting analysis and compliance activities. Under this
arrangement, staff in the BRR business line request the required data from the
Client Account Services business line.

310 Commencing in February 2014, data for ABR partner agencies and for
ABR operational matters can be sourced from a space created on the ATO’s
EDW specifically for ABR data. The EDW is populated from the ABR
application, and is updated on a daily basis (weekdays only). As at April 2014,
extraction of ABR data for partner agencies and for operational matters is
migrating from the DWH as the source of the data, to the EDW. Approximately

55  Fedlink is a secure and trusted means of exchanging information between Australian Government
agencies. Fedlink creates authenticated, encrypted links between participating agencies, through a
Virtual Private Network across the Internet.
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six partner agencies have commenced using the EDW source, with others
expected to follow over the next 12 to 18 months. The DWH as the source of data
for partner agencies will subsequently be decommissioned.

ABR data flows with ASIC

3.11 The ABR and ASIC routinely exchange the data held on their respective
registers—the ABR, Company Details Lookup and the BNR. The data
exchange supports routine checking of applications for ABNs, Australian
Company Numbers and business names, and is further discussed later in this
chapter.

ABNLookup service: link with Industry

312 The ABNLookup service is populated by data directly from the ABR
application. The data consists of publicly available information and is updated
every hour. The data flow is one way: ABN holders’ details cannot be changed
on the ABNLookup service.

ABR partner agencies’ access to ABR data

3.13 As previously noted, data is provided to ABR partner agencies
through bulk data extracts. In May 2012, a search tool was made available to
ABR partner agencies, designed to enable them to access information for a
single ABN directly from the ABR application. However, as at April 2014, no
agency had used this AUSkey enabled single ABN search tool. While no reason
for the lack of use was identified by the ATO, partner agencies would have
little use for information relating to a single ABN.

Data access for select agencies.

3.14  As at March 2014, the Department of Human Services (Centrelink), and
IP Australia can access ABR data directly from the ABR application.>
Effectively, they have the same access to ABR data as the ATO has, although it
is a one way flow: there is no direct exchange of information with these
agencies, as there is with the ATO.

56  An agency receiving data from the ABR through an established technical interface, with no reverse
updates, is one of six types of partner agency identified in the ABR project: ABR Business Case and
Value Realisation Plan, 10 November 2000, p. 17. As referred to in the ANAO Audit Report No.15
2007-08 Administration of Australian Business Number Registrations Follow-up Audit, p. 67.
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ANAO analysis of the ATO’s IT systems supporting the ABR

3.15 Versions of data held on the ABR application are transferred to four
systems within the ATO. Each version differs to some degree because of the
variable update times between the systems and the ABR application: EDW, for
example, is updated daily (weekdays only), while the DWH is updated once a
week. Update times may be further delayed should an extract, transform and
load process (supporting the data exchange) fail. Additionally, while initial
reconciliations between source and target systems data occurred at the
development and deployment of the data exchanges, ongoing reconciliations
do not occur.

3.16  The lack of a reconciliation process means that there is no assurance
that versions of ABR data transferred to other systems accurately reflect that
held on the ABR application. Effectively, the currency of ABR data is
dependent on the source of the data:

o the ABNLookup service, the ATO and two ABR partner agencies obtain
the most current information, sourcing data directly from the ABR
application. Selected BRR business line staff may also be granted
system access to the ABR application to manage individual ABN
records; and

J the EDW, from February 2014 BRR business line staff have access to
more current and complete data than they previously had, for
operational purposes and to provide data to partner agencies; although
bulk extracts for ABR partner agencies are out-of-date by a day or two
by the time they are received.

3.17  While discrepancies between the data held on the different systems are
caused by the variable updates, others are caused by the filtering and
preparation of data as it is transferred. In January 2014 the BRR business line
initiated a one-off integrity check of a sample of data held in the EDW and
DWH, as part of the deployment of the new EDW arrangement. The results
showed that, among other things:

J ABNs on the EDW that were not in the DWH (approximately
1500 records); and ABNs in DWH that did not appear on the EDW
(approximately 11 000 records); and

o ABN status (active, inactive or cancelled) was different on the DWH
than in the EDW (approximately 500 records).
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From a check of the results against data held in the ABR application, the BRR
business line staff advised that the ABR data in the EDW was more accurate
than that held in the DWH.

3.18 An earlier report was run in July 2013 to examine the effect of ABN
holders” addresses being updated from AIS. This included that entities” may
provide the ATO with the address of their tax agent or another party, which
may be sufficient for taxation purposes, but does not meet the requirements of
partner agencies and other users of ABR data. ABR data should include the
physical location of the business entity and its direct contacts.

3.19 The report identified 74 367 records where ABN holders’ addresses
were invalid for ABR purposes. As at March 2014, the Deputy Registrar had
requested that ABN holders” addresses not be updated from AIS; and the BRR
business line was examining different options to update addresses that may be
available through the MR4 system changes scheduled for December 2014.

3.20 The ATO is also correcting the deductible gift recipient status included
in entities” ABN information held on the ABR. The EST business and services
line was notified in November 2013 of the incorrect recoding of this status
between the AIS and the ABR application, and it has been the subject of an
on-going program to correct. As at April 2014, the ATO advised that
7600 records had been corrected, although various estimates of the total
number of records affected have been provided, with the highest being 50 000.

3.21 Conducting these integrity checks or reconciliations provided the BRR
business line with a view of the extent of some of the issues surrounding the
integrity of ABR data. The BRR business line advised that, as at 14 March 2014,
different options for running reconciliation reports on a regular basis were
being explored.

IT services supporting the ABR

3.22  The BRR business line depends on services provided by the ATO’s EST
business and services line for the operation of the ABR. However, as at
May 2014 there were no internal service level agreements between these lines;
no designated account manager in the EST business and services line that deals
with the ABR; and no formal engagement process that would facilitate a link
between planning and strategy for the ABR and associated IT requirements.

3.23  The ATO ICT Forward Work Program 2012-2013 highlights prioritisation of
IT and systems work within the scope of the ATO’s planning activities,
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forecasting work activities until 2017. Very few activities in the program are
associated with the ABR—rather the program provides details of ABR items that
are specifically excluded, including activities relating to enhancing the
administration of the ABN/national business names registration scheme.

Management of the ABNLookup service

3.24 Arrangements supporting the ABNLookup and SuperfundLookup®
services are established under a memorandum of understanding (MoU)
between the ATO and Industry. While Industry has managed the ABNLookup
service since it commenced in 2000, and the SuperfundLookup since it was
established in 2009, the MoUs have always reflected an ‘interim arrangement’
between the agencies, with the intent that the services would revert to ATO
management.

3.25 In January 2014, a variation to the current three-year MoU (due to
expire on 30 June 2015) supported a doubling of the amount the ATO pays to
Industry for managing the services, based on the understanding that the ATO
would transition to alternative arrangements from 1 January 2015. Should the
transition not occur, the variation allows for a further increase in the
management fee.

3.26 The ATO is not sufficiently prepared to transition the ABNLookup
service from Industry to ATO management by January 2015%, and there is no
evidence that the ATO Executive has considered the matter. The ATO advised,
as at April 2014, that there are several options for the future management of
the ABNLookup service, including an externally-hosted solution; and advice
from Industry is that it is agreeable to continue to manage the ABNLookup
service in the longer term, subject to agreement with the ATO on costs.

57  SuperfundLookup provides publicly available information about superannuation funds that have an
ABN. It includes funds regulated by the ATO and the Australian Prudential Regulatory Authority. The
service was initially a part of the ABNLookup, but separated in May 2010. The services are presented
separately, but they are dependent on the same systems—if ABNLookup failed so would
SuperfundLookup.

58  The intent to transition the ABNLookup and SuperfundLookup services from Industry to the ATO was
added to the ATO Master Applications portfolio on 10 February 2014: Application proposed to be
introduced into ATO systems. More details to follow. However, no actual costing was available,
including the internal cost to the BRR business line for ongoing management of the services, post
transition. The ATO’s EST business and services line advised that a ‘rough order of magnitude’ of the
resources required to transition the ABNLookup and SuperfundLookup from Industry to the ATO had
been calculated on the basis of staff hours only, at an indicative cost of $13 million.
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3.27  Given that the ABNLookup service is an integral part of ABR services to
the public and business community, there would be merit in the ATO better
defining its position on the future management of the service, including
allowing for an appropriate lead-in time for a transition to other arrangements.

ANAO analysis of ABR data

3.28 ABR data for partner agencies is, with two exceptions, made available
through bulk extracts sourced from the DWH. As at May 2014 the DWH
remains the primary source of data for partner agencies, as the service
transitions to the EDW.

3.29 To assess aspects of the management of ABR data in the ATO’s
systems, the ANAO extracted the databases held in the ABR application and
DWH and examined the>:

. process to capture and validate two mandatory data fields provided by
ABN holders, namely their email address and country code.

- Testing found in excess of 22 600 records on the ABR that did
not comply with standard email syntax when tested against
simple syntax checks®; and 730 904 records in the ABN without
a Country Code listed.

. process to transfer data from the ABR to the DWH.

- Testing found a 1.3 million variance in the number of records
held on the ABR application (12 026 999) and the DWH
(10 675 608). The ATO advised that this was probably due to
incomplete ABN applications, but could not provide data to
support this assumption, noting that no archiving of incomplete
ABN applications had been undertaken since May 2012.

59  The data from the ABR was extracted on 13 February 2014 and the data from the DWH was as at
8 February 2014.

60  The checks were that: there was no @ symbol or full-stop in the email address, essential in valid email
addresses.
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Data exchange between ABR and ASIC

3.30 As at February 2014, data is routinely exchanged between the ABR
application and ASIC, as outlined in Figure 3.2.

Figure 3.2:

Lodge an application for a Business Name

Check availability of a proposed Business Name
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Confirm Australian company number details
Check for names similar to a proposed Business Name

-
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Verify with an ABN Application Reference number used for
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Verify an ABN and to retrieve additional data for Business Name
application pre-fill
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Application Reference Number

Source: ANAO from ABR and ASIC documentation.

Data exchange between ASIC and ABR as at February 2014

3.31 The data exchange and joint ABN/Business Name registration
processes have been affected by outages (both planned and unplanned) within
the ATO environment. Information provided by ASIC indicated that between
March and December 2013 there was a combined total of 1294 hours of
planned and unplanned outages in the ATO environment While some
preparation can be made for planned outages, ASIC further advised that the
majority of outages occur at weekends, causing difficulties for users of the

service as 32 per cent of business name registrations are completed outside
standard business hours. The breakdown of the planned and unplanned
outages by month is shown in Figure 3.3.
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Figure 3.3: Total planned and unplanned outages, March 2013 to
December 2013
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Source: ANAO, from ASIC statistics.

3.32 ASIC staff can contact the ATO service desk via a 1800 number to
report the degradation or cessation of service between ASIC and the ABR, but
are unable to track progress against an incident in the ATO’s system used to
monitor and track IT incidents. As at May 2014, the ATO was investigating the
possibility of providing ASIC staff with access to this system, negating the
need to contact the ATO’s service desk about each incident until it is resolved.

3.33 Issues concerning the connectivity between ABR and ASIC systems
are discussed at ongoing fortnightly ABN/BN service management meetings,
with staff from the EST and BRR business lines, ASIC, and Industry. As at
May 2014, there was no agreement or underpinning contract setting out service
management standards and performance between the agencies.

Conclusion

3.34 ABR data is currently contained in five ATO systems that are used for
different purposes and by different users. The currency of the data varies
between each of these five systems from real time (the ABR application) to
over one week (DWH), meaning that the version of ABR data will vary in each
system, and the ATO does not conduct any regular reconciliation processes to
identify or correct differences.
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3.35 The positioning of the ABR in the ATO’s systems was designed to
support the implementation of the GST, and complements the ATO’s data
matching and compliance activities. The ABR has now been in operation for
some 14 years, and ATO functions could now be achieved through the use of
the ABR Partner Agency interfaces. The operational function of the ABR
through the two-way updating of data between the AIS (and ICP from 2015)
and the ABR application is not necessarily to the benefit of the ABR. While the
ABR application is the master system of record for the ABR, the mechanisms
by which data is sourced for ABR partner agencies and for operational use by
BRR business line staff, are overly complex.

3.36 The ABR solution reflects the ATO’s development of the ABR
primarily as a revenue administration tool during the first eight or nine years
since the commencement of the register. While more recent system changes
have improved aspects of the register, the limited strategic planning (as
discussed in Chapter 2) means there has been no clear direction for systems
planning and development. Further, the status of the ABR within competing
IT resources for tax administration functions is not defined. The ATO advised
that requests for changes or improvements to the functions of the register are
considered in the allocation of funds and resources to meet the ATO’s
objectives and IT requirements. As there is already a significant backlog of IT
projects relating to the ATO’s revenue collection and other responsibilities®?, it
will be difficult for further system changes to the ABR to gain priority and
approval in the near term.

3.37 As at May 2014, there are no internal service level agreements or
standards supporting EST business and services line services to the ABR, or the
availability of services or currency of data for ABR stakeholders. Further, the
ATO has no plans to improve the operation of the ABR IT arrangements in the
next five years, and has no long term plan for the management of the
ABNLookup service.

61 Australian Public Service Commission, ATO Capability Review, May 2013, p. 9.
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4. Data Integrity

This chapter examines the processes that support the integrity of ABR data.

Introduction

4.1 The effective operation of the ABR is reliant on the integrity of the data
held on the register. However, issues concerning data integrity continue to
feature prominently in ATO and ABR planning and reporting documents,
some 14 years after the ABR was established. Most recently, the Report of the
Australian Business Registrar 2012-13 provides information on initiatives to
improve the integrity of the ABR, which the Registrar notes ‘depends on
ensuring the validity and accuracy of initial and continuing ABN registration
[and] this assurance involves both a compliance focus and data management
focus’.2

4.2  As previously noted, in the 2012 and 2013 Federal Budgets the ATO
received additional funding for the ABR Program. The funding is provided
through the:

J Towards a Better Business Future (TBBF) program®: $68.5 million over
four years, 2012-13 to 2015-16, to improve the operation of the register
and the quality and currency of its data; and

o Reducing Business Costs (RBC) program®: $80.2 million over four years,
2013-14 to 2016-17, to: strengthen upfront checks for issuing ABNs;
encourage the use of AUSkey; and enhance the SBR program.®

4.3 The initiatives funded through the TBBF and RBC programs are
expected to mitigate three risks associated with the ABR in the ATO’s
Enterprise Risk Management Framework. Two of these risks, rated as ‘severe’,
are that: entities on the ABR do not meet the ABN entitlement criteria; and
entity information on the ABR is incomplete or inaccurate. The third risk, with
a ‘high’ rating, is: the inability to provide an efficient ABNLookup service to the
community, and a quality service to ABR partner agencies; and ABR partner

62  Australian Government, Report of the Australian Business Registrar 2012—13, p. 17.
63  Australian Government, Budget Measures: Budget Paper No. 2: 2012-13, p. 17.
64  ibid. p. 43.

65  The Reducing Business Costs program is funded under the Tax Administration—enhancing Standard
Business Reporting budget measure.
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agencies’ inappropriate use of non-public data, or the provision of such data to
entities that are not registered as partner agencies.®

44  To assess the effectiveness of the ABR’s processes supporting the
integrity and management of ABR data , the ANAO examined the ATO’s:

J approach to assessing the integrity of ABR data;

o ABR compliance strategy;

. implementation of the TBBF and RBC funding programs; and
o management of non-public data held on the ABR.

Assessing the integrity of ABR data
4.5 The Registrar assesses the level of integrity of ABR data by:

J conducting an annual compliance survey of a sample of ABN holders;

J comparing growth in ABNs to that of Australia’s gross domestic
product (GDP)%”; and

. undertaking a number of data management activities each year.

Annual compliance surveys

4.6 Since 2001 the ATO has conducted surveys of a sample of ABN holders.
The surveys provide some useful information about the accuracy, currency
and completeness of specific data fields on the ABR, for example, the accuracy
of entities” email addresses or phone numbers.

4.7 The surveys do not, however, provide an overall assessment of the
integrity of the data held on the ABR. Information about individual data fields,
extrapolated to the entire population of ABNs held on the register, provides an
indication of areas of risk that may benefit from a targeted compliance
strategy. For example, results of the 2011 ABR survey, extrapolated to the
entire population, indicated that approximately 25 per cent (1.8 million) of the
7.1 million active ABNs (at the time of the survey) were no longer in use or not

66  ATO, ABR Risk Plan 2013—14, September 2013.

67  The Australian System of National Accounts defines GDP as the total market value of goods and
services produced in Australia after deducting the cost of goods and services used up in the process
of production, but before deducting allowances for the consumption of fixed capital.
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required; and that only 51 per cent of ABN holders were aware of the
requirement to update their ABN details.*

4.8 Overall, the results of the surveys indicate issues of accuracy and
currency in almost all data fields. However, the reports of the Registrar
2011-12 and 2012-13 noted that the survey findings have changed little over
the years, and emphasised (2012-13 report):

.. caution is needed in comparing the latest results with those of previous
years as the methodology has changed. More importantly, we recognise there
are significant shortcomings in the survey methodology, and are exploring
ways of overcoming these.®

4.9 In March 2010, the ATO reviewed the various methodologies applied in
the first 15 ABR surveys, conducted between 2001 and 2009. The review found
that, while the surveys had provided some useful information, limitations in
the conduct of the surveys could be addressed by the introduction of ‘real
time” telephone surveys.

410 The first two telephone surveys were conducted by ABR staff in 2010
and 2011, with the third phone survey conducted by an external consultancy
firm in November and December 2012. The sample sizes, number of ABN
holders who responded to the letter surveys, and number who could be
contacted in the phone surveys varied from year to year. Over the 18 surveys
to date, an average of 3673 ABN holders were selected for interview in each
survey, with an average response rate of 59.8 per cent.

411 Minutes from the ABR Risk Committee meeting of 14 June 2013 reflect
discussions about the telephone surveys, including that the surveys: were a
step forward from the “accuracy’ tests of core data items in previous surveys,
but there were a number of operational difficulties and limitations (eight were
listed) that had an impact on the accuracy and timeliness of the results. These
limitations included: the voluntary nature of the survey that contributed to the
non-response/refusal rate; ABN errors found during the survey could not be
directly rectified; and a large number of surveyed ABNs had invalid contact
phone numbers.

412 A new approach to conducting the 2014 ABN annual compliance
survey has been approved, and an external consultant commissioned to

68  Australian Government, Report of the Registrar 2011-12, p. 10.
69  Australian Government, Report of the Australian Business Registrar 2012—-13, p. 23.
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undertake the work. The methodology for this survey will focus on reducing
the non-response rate (almost 80 percent in the previous survey) and the
resulting bias of the results.

Growth in ABNs and GDP

413  The Report of the Australian Business Registrar 2012-13 noted that ‘the
slowdown in growth of ABNs over the past three years, culminating in growth
broadly in line with movement in GDP 2012-13, suggests that the integrity of
the ABR is improving’.”

414  While comparing growth rates for GDP and ABNs may be a measure of
the integrity of the register (that the number of active businesses would rise
and fall in line with GDP), ANAO analysis of the percentage growth in ABNs
compared to growth in GDP for the period 2006-07 to 2012-13 does not
support a distinct correlation between the trends in the percentage growth of
GDP to that of ABNs.

415 Rather, there is a clear pattern between the percentage change in the
number of ABNs and the number of ABNs cancelled over the same period. The
change in the growth in ABNs is possibly due as much to ABN cancellations as
it is to fluctuations in GDP growth. More needs to be done to consider the
growth in GDP and the number of ABNs as an indicator of ABR data integrity.

Data management activities

416 The KPIs included in the Registrar’s annual reviews provide
information on data management activities relating to the processing of ABN
applications and the maintenance of information held on the register. With the
exception of variations in the number of Registrar initiated cancellations (that
reflect specific compliance initiatives), there is relatively little change in the
number of reported activities over the six-year period. The numbers do not, of
themselves, provide any indication as to the overall level of, or trends in, the
integrity and accuracy of the data held on the ABR; or the impact of specific
compliance measures.

70  Australian Government, Report of the Australian Business Registrar 2012—13, p. ii. This report
presented the analysis in a graph, with a line showing the gap between growth in ABNs and
movement in the GDP in terms of percentage points for each year.
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417  The results for each of the KPIs relating to ABNs are reported in the ABR
Year in Review 2007-08 and ABR Year in Review 2008-09 and the Registrar’s
annual reviews from 2009-10 to 2012-13, and are set out in Table 4.1.

Conclusion

418 The annual surveys of ABN holders provide information on individual
data fields that can be extrapolated to the whole population of ABNs. The
surveys indicate that there are problems with the accuracy and currency of the
data held on the ABR, but the methodology which resulted in a low number of
survey respondents has compromised the value of these results. Comparing
the growth in ABNs to the growth in GDP as a measure of data integrity
relating to the number of registered businesses has potential, but the initial
report in 2012-13 does not allow for changes in ABN numbers as a result of
ABR data management activities. Effectively, the Registrar has little knowledge
of the level of integrity of the data held on the ABR, some 14 years after the
register was established.
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ABR compliance strategy

419  Advice from the BRR business line was that prior to 2012-13 limited
assurance activity had been undertaken to assess whether ABN holders were
compliant with the requirements for registering or maintaining their ABN status.
Other than annual surveys of ABN holders, no documentation was available in
relation to any compliance work or risk assessments and mitigation strategies for
the ABR. The ANAO was referred to a summary of key achievements and
activities set out in the annual reports of the ABR and Registrar from 2007-08.

4.20 Every report refers to the need to improve ABR data integrity (and ABR
services), includes the results from annual surveys and provides information
on the various activities undertaken each year, but until 2012-13 makes no
reference to a compliance strategy. The Report of the Registrar 2011-12 provides
details of initiatives to be implemented the following year under the TBBF
program, that includes strengthening integrity and enforcement initiatives. The
Report of the Australian Business Registrar 2012-13 sets out the ABR’s first
compliance strategy that is based on:

o community education to raise awareness of eligibility criteria and the
continuing obligations of ABN holders;

. effective verification of eligibility (to be issued with an ABN) at the
time of registration; and

. risk-driven and targeted proactive compliance activities, focusing on
risks both at registration and for continuing eligibility.

4.21 Effectively, the ATO has not developed or implemented a compliance
strategy since implementation of the ABR initiative in 2000. While ad hoc
activities have been undertaken to address ABR data integrity over the years,
new policy funding provided through the TBBF and RBC programs is
supporting specific initiatives aimed at improving the integrity of ABR data,
and building capabilities to maintain the standard of the data.

4.22 The ATO expects the ‘severe’ risks associated with the ABR compliance
issues and data integrity to extend into the 2014-15 financial year, as the impact
of the funded initiatives progressively takes effect over a two-year period, while
it is anticipated the ‘high’ risk associated with ABR partner agencies may reduce,
(but without a given time frame). The risk associated with the ABNLookup service
has been addressed, at least in the immediate term, through the revised MoU
between Industry and the ATO/Registrar, as discussed in Chapter 3.
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Implementation of new funding programs

Towards a Better Business Future program

4.23 The TBBF program consists of four projects, three relating to ABR
decisions, data integrity and data management; and one relating to the user
experience of the ABR and AUSkey websites, as explained in Figure 4.1.

Figure 4.1:

Towards a Better Business Future funded projects

Project 1
ABR Review and
Assurance

Project 2
Expand ABR Data

Project 3
ABR Data Delivery

ABR DECISIONS, DATA INTEGRITY AND DATA

S

Establish ongoing
processes to check ABN
eligibility and confirm
business contact details.
This project includes
steps to:

establish review
processes to validate
data for existing ABNs
develop a model to
identify potential ABN
review targets

develop policy,
procedures and scripts
for phone calls and
mail outs

undertake a mail out,
conduct phone reviews
and site visits

cancel invalid/ineligible
ABNs

integrate with penalty
regime

review/update ANZSIC
Codes

trial ABS next
generation ‘auto coder’
for ANZSIC Codes

MANAGEMENT

S

Implement geocoding
software for all
business addresses in
the ABR to enable the
exact physical locations
for all businesses to be
recorded.

Enhance ABR data
elements to capture
branching information,
such as individual shop
fronts for large retail
chains, and capture
comprehensive
business associate
details.

This information will
increase the capability
of all levels of
government to plan for
infrastructure, service
delivery, policy
development, disaster
recovery and program
integrity activities.

S

Develop a tool to
extract data stored in
the ABR. This tool will
be provided to
government authorities
to assist
Commonwealth, state,
territory and local
authorities to plan for a
range of activities
including infrastructure,
service delivery, policy
development and
program integrity
activities.

Develop data delivery
services to facilitate
more efficient and
effective data exchange
with Commonwealth,
state, territory and local
government agencies,
and manage a bulk data
exchange program of
work in conjunction with
participating agencies.

USER EXPERIENCE OF THE

Project 4
ABR and AUSkey
website modernisation

ABR AND AUSKEY

WI@ES

Improve the user
experience for the ABR
and AUSkey websites
by:

increasing the
amount of relevant
information on the
websites and making
the information easier
to access and
navigate

making the ABN and
AUSkey online
registration process
simpler to navigate,
remaining consistent
with the law and
integrated as a
whole- of-
government
application.

rewriting parts of the
AUSkey website to
allow the information
elements of the site
to be updated quickly
and efficiently.

Source: ANAO from ATO documentation.
TBBF Project One
424 Funding under Project One of the TBBF program has supported the

establishment of a risk, intelligence and compliance capability within the BRR
business line: the ABR Risk and Assurance (ABRRA) team. Established in
July 2012 the team advised that they have been, effectively, building the ABR’s
risk and compliance strategy “from scratch’, including the initial requirement
to recruit and train some 70 compliance staff. The restructure of the BRR
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business line in February 2014 also changed the grouping of the risk and
intelligence capability, with the Operation area (in the BRR business line)
developing a risk and intelligence capacity for the combined ABR Program.

4.25 Notwithstanding these difficulties, to date the team has: conducted the
first formal risk assessment for the ABR (July 2013); established an ABR Risk
Committee; and met most targets for compliance activities scheduled in
2012-13.7* Compliance activities undertaken in 2012-13 are set out in Table 4.2.

Table 4.2: ABR Risk and Assurance compliance activities, 2012-13

Strategy type Strategy Actual ‘ Target
Desk Entitlement checks 32 983 30 000
Entitlement checks (building and construction) 8433 8 250
ANZSIC checks 34775 30 000
Field Entitlement checks 6 032 6 000
Bulk Integrity checks 95 499 300 000
Correspondence g\ Registrar initiated cancellations (BRIC) 30000 | 246 000
Reportable payments system ‘Clean Up’ 0 7 260
BRIC (business as usual) 120 000 200 000
Provision branching correspondence1 0 100 000

Source: ABRRA Strategy—Delivery Schedule 2012—-13.
Note1:  Bulk correspondence to check and update entities’ branch details did not occur.

4.26  The volume of ABNs cancelled through the Bulk Registrar Initiated
Cancellations (BRIC) process resulted in a large number of ABN holders
attempting to re-apply for their ABN. In June 2013, two of the top three
complaints to the ATO were related to the ABR: ABN and AUSkey
registrations not received; and ABNs and AUSkeys being cancelled.”? As at
April 2014, the Deputy Registrar has delayed further application of the BRIC
process until appropriate measures are in place to better manage the outcomes.

4.27 The ABRRA team has also developed a draft ABR integrity framework.
Once established, the operation of the integrity framework aims to provide a
baseline for the integrity of ABR data, and going forward, a measure of the

71 The ABRRA team also plans to integrate a penalty regime into their compliance work. The ABN
legislation supports the application of penalties where ABN holders fail to maintain the currency of
their business details, or do not meet the entitlement requirements to hold an ABN. However, as at
28 February 2014, no penalties had been applied since the introduction of ABNs in 2000.

72 ANAO Audit Report No.19 2013-14, Management of Complaints and Other Feedback, p. 105.
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effectiveness of risk analysis and compliance activities in improving the overall
accuracy of the information held on the ABR. Subject to endorsement by the
ATO Executive/Registrar, the intent is to provide interim quarterly reports and
an annual report of the level of confidence in the integrity of the data, and to
include an integrity statement in the annual Report of the Registrar. The draft
integrity framework is set out in Figure 4.2.

Figure 4.2:  Draft integrity framework for the ABR

Four Pillars of the
ABR Integrity Framework

Initial Integrity Indicators

ABR core
data items

Nine core data items:

* ABN status « Email Address
« Entity name < ANZSIC
« Trading name « Contact details

« Postal address = Entity type
« Business Address

Example Results &
Measures/Benchmarks

E.g. Email address:
u % fields complete
(benchmark = x %)

Of these, u % fields accurate
(benchmark = »x %)

Events occurring
in the ABR

« RICs/CICs'

« Updates on the register
« Applications

* Registrations

« Refusals

E.g. RICs:
¥ RICs in quarter and
cumulatively — total and as a %
of active population (measure:
against trend or expectation)

Quality Assurance
and Analytics
activities

* ABR sampling quality check

« Evaluating the effectiveness of case
work strategies

* Analytics

E.g. Case Work effectiveness:
¥ updates within ¥ days of
contact (benchmark = x %)

External and other
indicators

« Economic activity of ABNs
« Referrals

E.g. Economic activity:
u %of total population is
economically active (measure

against trend or expectation)

Source: ABR Review and Assurance team.
Note 1:  RICs/CICs are Registrar Initiated Cancellations/Client Initiated Cancellations.

TBBF projects two, three and four

428 The ATO advised that project two was partially implemented: geocoding
has been available from mid-May 2014; and information about entities” branches
and their locations is available, with the exception of the five entities with the
highest volume of branching information that are still to be finalised in the ABR.
Neither of these fields will be publicly available on ABNLookup. Project four, to
update and relaunch the ABR website has been completed.

4.29  Project three, however, is only partially complete: the tool to assist
partner agencies extract data from the ABR (separate from the single ABN
search tool that has been available since May 2012) has not progressed, due to
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difficulties in the scope and cost of the required IT changes. The ATO could not
provide a revised date for the development of the search tool.

4.30 The ATO advised that work undertaken in the first 18 months of TBBF
program funding effectively established specific capabilities within the ABR,
and that the TBBF program funds available to June 2016 will consolidate the
changes and support ongoing work. However, as discussed in Chapter 2, the
ATO has not established a baseline cost for administering the ABR or the
broader ABR Program, and there is no assurance that measures established
under the TBBF and RBC program funding will be ongoing.

Reducing Business Costs program

431 The RBC program is made up of three projects that aim to: enhance
ABR administration; support the transition of the ATO’s electronic lodgment
services (ELS) to SBR software; and promote the use of the SBR program.
Project One relates to the ABR, and includes the creation of a phoenix watch
list.”s

4.32 Implementation of Project One is at a very early stage. The ANAO
reviewed the minutes of five meetings of the RBC Project One steering
committee, held between August 2013 (the first meeting) and January 2014.
The minutes reflect that the initial June 2014 date for the completion of the
four elements has been delayed to December 2014, due to changes in the scope
and costs of the IT requirements for the project.”# Details of the elements in
Project One are set out in Figure 4.3.

73 A phoenix watch list is a list of ABN holders with a history of engaging in phoenix activity, or a high
likelihood of doing so. Phoenix activity involves company directors evading their responsibilities by
operating an entity that intentionally accumulates debt, and is subsequently liquidated to avoid paying
liabilities, including employee entitlements and unpaid taxes. The company may ‘rise again’ and
continue operation with a different ABN. It is a joint initiative between the ATO, ASIC, the Fair Work
Ombudsman and State Revenue offices.

74 A project change request, submitted in January 2014, provides detail of a re-costing of the original
policy proposal that includes changes to the allocation of funds between capital and operating costs, a
transfer of some funds to 2014—15, and increased funding to support additional costs incurred for
element three.
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Figure 4.3:

Data Integrity

Elements of Reducing Business Costs Project One

Element 1

Phoenix ‘watch list’

<

Intent

Create an effective
Whole-of-Government
watch list to support
sharing of information
between participating
agencies.

In Scope

. Co-design with
participating agencies
(ATO, ASIC, Fair Work
Ombudsman, State
Revenue Offices)

. ldentify and seek any
necessary law changes

. Develop a phoenix
watch list

- Receipt of data from
agencies for the
phoenix watch list

. Share the information
with partner agericies

Element 2
Online ABN
entitlement tool and
assessment

<

Intent

Make it easier for all
entities to self-assess
ABN entitlement by
improving questions and
messaging.

In Scope

. Enhance on-line ABN
entitlement tool, hosted
on ABR.gov, available
to all entities

. Remove current
entitiement tool from
ATO.gov

. Integrate ABN
entitiement tool to
enable pre-population of
answers

. Refuse ABN applicant
as soon as possible in
the registration process

. Capture identity
information for
correspondence
purposes for early
refusal

. Update internal view of
entitiement tool to be
consistent with the
enhanced online ABN
entitlement tool

. Risk analysis pre and
post issue of an ABN

Element 3
Online ABN
application validation

<

Intent

Make it easier for all
entities to apply for an
ABN by improving data
validation for the online
application and enabling
users to save the
application and return to
complete.

In Scope

. Comprehensive checks
for data integrity and
accuracy during the
ABN application
process

. Validation of identity
information, mobile
phone numbers, e-mail
addresses (but not
verification of
ownership)

.‘'Save and return’
functionality

Element 4
Authorisation

<

Intent

Introduce an
authorisation model
for accessing the
ABR to make it easier
for the specified user
groups to differentiate
the access
permissions provided
to staff transacting on
their behalf

In Scope

. Tax agents will be
able to restrict staff
access to the tax
agent ABN records
while enabling staff
to act on behalf of
their clients in
relation to ABN
details

Source:  ANAO from ATO information.
Conclusion
4.33  The ATO has been aware for many years of problems with the integrity

of ABR data. While ad hoc activities have been conducted over the years to
address ABR data integrity, the lack of a systematic approach to risk
management and compliance indicates a fragmented approach to managing
the integrity of the data held on the ABR.

4.34
assurance and compliance frameworks that will support compliance activities
in the years ahead. Nevertheless, the ‘severe’ risks associated with inaccurate

The TBBF and RBC program funding is being used to develop

ANAO Audit Report No.48 2013-14
Administration of the Australian Business Register

83



or incomplete ABR data will extend into the 2014-15 financial year while the
projects are progressively delivered.
Management of non-public data

4.35 The BRR business line manages ABR partner agencies” access to and
use of non-public data held on the ABR through a framework that includes:

o establishing ABR partner agency agreements; and
o conducting a statement of compliance process on partner agencies” use
of ABR data.

Applications for the suppression of ABN information held on the ABR are
managed in the Client Account Services business line.

Establishing ABR partner agency agreements

4.36 The arrangement establishing an agency as an ABR partner agency
changed in March 2012, from requirements set out in a MoU”® to one governed
by a much simpler Terms and Conditions agreement between the Registrar
and the head of the partner agency.

4.37 Under the agreement, the secure management of the (non-public)
information provided by the Registrar becomes the responsibility of an
‘entrusted person’ in the partner agency, including that ABR information is
used and protected in accordance with relevant privacy legislation or
guidelines.” While the ATO advised this was also the intent of the previous
MoU, the agreement makes the agencies’ responsibilities clearer, while
reducing the administrative burden on both parties. The agreement is tailored
for Australian, state or local government agencies, but does not specify the
legislation or guidelines relevant to each jurisdiction.

75  MoUs set out the requirements for agencies’ use of non-public ABR data including the privacy
legislation applicable in each jurisdiction, and when ABR data may not be used. ABR partner agencies
were also required to provide an annual Statement of Accreditation that ABR information had been
managed in accordance with the specifications in the MoU. Maintaining the conditions set out in the
MoU required considerable effort on the part of ABR and partner agencies’ staff, and it was replaced
by the Terms and Conditions agreement. The agreement is much shorter than the original MoU (some
three pages long compared to the 14 pages of the MoU), is simpler to implement, and remains in
place until cancelled by either party.

76  The agreement is signed by the agency head, who is the ‘entrusted person’ under section 30 of the
A New Tax System (Australian Business Number) Act 1999.
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4.38 There is no requirement within the ABN Act for the Registrar to
monitor the use of ABR data by entrusted persons. However, should the
protected information be compromised or inappropriately disclosed, in
addition to the impacts on those directly involved, there is the potential for
damage to the reputation of, and loss of community confidence in, the ABR
and the Registrar. Monitoring agencies’ compliance with their agreements is
discussed in Chapter 5.

Agency Agreement team in the BRR business line

4.39 Processes for establishing ABR partner agency agreements are
managed by the Agency Agreement team, and providing agencies with ABR
data is managed by the Operations team. Both teams are part of the BRR
business line. The processes applied by the Agency Agreement team are not
documented, relying on the knowledge and experience of staff in the team.

4.40 Enquiries from prospective ABR partner agencies are considered ‘at
face value’, to assess if the agency could be considered an eligible partner,
including that the enquiry is clearly not from a commercial entity, and that the
supplied email address reflects a government agency. Assessment of a
completed agreement is made by staff in the Agency Agreement team, and can
be referred to the ABR Law and Interpretation team for advice, should there be
any doubt regarding the agency’s eligibility to become an ABR partner.”

The ATO'’s access to and use of ABR data

441 In July 2012, the ATO signed a Terms and Conditions agreement that
established the ATO as an ABR partner agency for the use of non-public data
‘in the general administration of a wide range of taxation and superannuation
legislation’. Prior to establishing this agreement, there was no formal
arrangement regarding the ATO’s access to and use of ABR data. The issue (of
whether there should be some form of agreement) was initially raised in 2002
with the ATO advising that, based on legal advice at the time, no agreement
was considered necessary.

4.42  Rather, the development of an Operations Practice Note—setting out
the nature of the relationship between the Commissioner and the Registrar,
and the provisions regarding the disclosure of information between these

77  The ATO could not provide data on the number of applications referred to the Law and Interpretation
team.
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statutory positions—was recommended, but not progressed.” The issue was
again raised by the BRR business line in late 2011. Internal legal advice
provided at this time similarly included the benefits of developing an
Operations Practice Note to set out the roles the Commissioner and the
Registrar and to provide guidance to staff. As at May 2014, no Operations
Practice Note had been developed.

4.43 The Terms and Conditions agreement was signed by the ATO’s Chief
Knowledge Officer to avoid the Commissioner, as head of the ATO, effectively
signing an agreement with himself, as Registrar of the ABR. The BRR business
line advised that establishing the agreement with the ATO was in line with the
goal of distinguishing the ABR from the ATO, and was supported by changes
in how ABR data was stored in the ATO’s systems.

444 The ATO was unable to explain what practical difference or changes
have resulted (or are planned) regarding the ATO’s access to and use of ABR
data, following the establishment of an ATO/ABR partnership agreement.

Statement of Compliance process

4.45 To provide assurance under the new Terms and Conditions agreements
that partner agencies are meeting their requirements for the management and
use of non-public ABR data, the ABR developed and piloted a Statement of
Compliance process in March 2013.

4.46  In the pilot, six of the (then) 416 ABR partner agencies were selected for
participation: two from each tier of government. The process involved a
face-to-face meeting between an agency contact and a member of the ABR’s
Agency Services team; with the agency representative signing a Statement of
Compliance form that the agency’s use of ABR data had been in accordance
with the agreement.” No breaches of the use of ABR data were identified in
the course of the pilot. Under the previous MoUs, the BRR business line

78  Advice from the ATO’s legal services branch and the Australian Government Solicitor was that there
would be no benefit in the Registrar having an MOU with the Commissioner as these statutory
positions are occupied by the same individual, but that an Office Minute should be prepared to explain
the relationship. Subsequently, the ATO’s area dealing with (then) registrations policy decided that this
was unnecessary as authorised officers may access ABR information for the purposes of carrying out
functions under taxation laws and record ABR information in the performance of their duties.

79  The Statement of Compliance aims to provide assurance that: access to ABR non-public information is
restricted to staff and/or only disclosed to a third party who uses the information for the purposes of
carrying out functions of the agency; there have been no breaches resulting in ABR information being
inappropriately released to a third party; and ABR information is being protected in accordance with
relevant privacy legislation and guidelines.
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advised that no breaches were identified in partner agencies” use of ABR data
in the 13 years that the MoUs were in place.

4.47 Based on the results and information gained from the pilot, a proposal
for ongoing assurance regarding agencies’ use of ABR data was endorsed at an
ABR executive meeting held on 18 November 2013. The proposal includes that
the review would commence in March 2014 and be conducted once a year. The
review process involves a letter being sent to 15 randomly selected agencies
requiring confirmation from each agency of the measures in place to protect
ABR data and to ensure it is used appropriately. Based on a review of their
responses (and other risks unspecified in the proposal) an agency assessed as
‘high risk” would be subject to a site review; while others may be required to
participate in a phone interview.

4.48 As at May 2014, procedural details of the review process were only
partially developed, including whether the level of seniority of the ABR staff
member conducting the reviews—and that of the agency representative—is
appropriate. The proposal had been developed in isolation of the overall risk
assessment (undertaken in another area of the ABR) that found a high level of
risk of partner agency mismanagement of ABR data, with ‘very high’
consequences. The ATO advised that senior staff from the ABR risk and
intelligence team were involved in some of the discussions.

4.49  While recognising the need to minimise the administrative burden on
the BRR business line and partner agencies’ staff, there would be merit in the
ATO reviewing the development of the compliance process, given the
identified ‘high” risk associated with ABR partner agencies’ use and
management of non-public data.

Management of suppressed information

450 Under the ABN Act, the Registrar must not disclose information
relating to an ABN holder where a person applies for a detail not to be listed,
and the Registrar is satisfied that it is appropriate not to disclose the detail.*

4.51 The ATO’s ABR website provides information on ABN holders’ details
available on ABNLookup, and states that: ‘Government agencies may be given
access to your ABN details (in accordance with the law). ABR partners may
use your ABN details for various purposes including registration, reporting,

80 A New Tax System (Australian Business Number) Act 1999, s. 26(4).
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compliance, validation or updating of their databases’.®® ABN holders or
potential applicants who are concerned about their privacy are invited to
contact the ABR.#

4.52  Applications to suppress information held on the ABR are managed by
the ATO’s suppression team in the Client Account Services (CAS) business
line. Where a request has been approved, the CAS team member immediately
suppresses the information on the client’'s ABN record in the ABR application;
the record subsequently displays only the ABN, and whether it is active or
inactive, including for data extracts sent to ABR partner agencies.

4.53  From commencement of the ABR to February 2014, the ATO processed
approximately 1170 cases for the suppression of ABN information.®> More
accurate and detailed records have been maintained since February 2013 and,
over the 12 months to February 2014, the ATO has processed 460 cases relating
to the suppression of ABN information:

. 188 internal (ATO) requests to update suppressed data;

160 external requests to suppress data that were approved;

o 76 external requests to suppress data that were actioned and closed due
to insufficient information;

o 18 external requests to suppress data that were refused;
o 12 external cases actioned with updates only; and
. six currently in progress.

454 The CAS team member informs other ATO business lines of cases
where the application for suppression has been approved. This included the
BRR business line until September 2013, when the BRR business line advised
the CAS team that it no longer required this information.

81 ABR website <https://abr.gov.au/> [accessed 26 Feb 2014].

82  Requests for suppression may be made in cases where a person believes that public availability of
certain details may cause harm to them or those associated with them, for example, in cases where
domestic abuse or violence orders are in place, or in the case of a psychiatric doctor treating
dangerous patients. Requests for suppression must provide supporting documentation such as court
orders or police reports.

83  This number is approximate because records prior to 2004 were kept on paper files and are not
included. From 2004 to February 2013, instances where the ATO had received communication from
an ABN holder enquiring about suppressing information (that may or may not have been followed up
by an actual application) have been included in the total count.
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4.55 Prior to around June 2011, the (then) Agency Services team, on receipt
of information from the CAS team about approved ABN suppressions, would
write to or email ABR partner agencies with instructions on the management
of these records. These instructions are set out in Table 4.3.

Table 4.3: Suppression instructions given to ABR partner agencies

What you need to do: ‘

1. Identify if you have received the above record(s) from the ABR.

Note: If you have had filters applied to your ABR data extract, you may not have received all
of the records listed above.

2. Steps 3-5 should be taken unless the detail that is the subject of this suppression advice
was confirmed from a source other than an ABR Record.

3. Delete all details of above ABR record(s) except for:

o the entity’s ABN

o the date of effect of the ABN Registration

o the date of effect of any GST registration and cancellation

4. Cease making the details of the record(s) available to any party.

5. Notify others who have received the record(s) from your agency to also delete the
record(s) excluding the details specified in dot point two.

Source: ATO, ABR Documentation—Suppression of ABR records.

4.56 Based on review of ATO documentation, the matter of suppressed
information was considered when partner agency arrangements were changed
from MoUs to the Terms and Conditions agreements. However, no
documentation was available on the outcome of these deliberations, or when
or by whom the decision was made to cease sending suppression notices to
ABR Partner Agencies.

4.57 A review of the suppression process was initiated by the CAS business
line in June 2013, but had not been finalised as at April 2014. There would be
merit in the ATO using this review process to assess that: any risk associated
with not sending suppression notices to ABR partner agencies has been
addressed; ABR partner agencies are appropriately aware of their obligations
in managing ABN suppressed information; and the Terms and Conditions
agreements fully meet the requirements of new privacy legislation introduced
on 12 March 2014.34

84  The Privacy Amendment (Enhancing Privacy Protection) Act 2012 (Privacy Amendment Act) made
many significant changes to the Privacy Act 1988 (Privacy Act). These changes commenced on
12 March 2014.

ANAO Audit Report No.48 2013-14
Administration of the Australian Business Register

89



4.58 In the ANAO survey of ABR partner agencies (discussed in Chapter 5),
one agency assumed that there had not been any suppressed records as no
notifications or alerts of protected information had been received for some
considerable time.

Conclusion

4.59  The BRR business line has introduced a simpler process, through Terms
and Conditions agreements, to support agencies’ access to ABR
non-public data. While this arrangement reduces the administrative burden on
BRR business line and partner agencies’ staff, processes for establishing ABR
partner agencies are not documented. There are also very few checks and
balances on ABR partner agencies’ access to and use of ABR non-public data,
including through the new compliance process under development. As there is
no record of the decision to cease notification to ABR partner agencies where
an ABN holder’s details have been suppressed, and there are potential risks to
the safety of those ABN holders, there would be merit in the ATO reviewing
this decision.

4.60 While governance arrangements supporting the dual role of
Commissioner and Registrar are supported by appropriate delegations, as
discussed in Chapter 2, the ATO did not explain why the ATO entered into a
Terms and Conditions agreement to become an ABR partner agency in 2012,
and what practical changes that made to how the ATO uses ABR data.
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5. Whole-of-Government Initiatives

This chapter examines the administration of the ABR within the context of
whole-of-government initiatives.

Introduction

5.1 In establishing the ABR, the whole-of-government objectives were to
allow business to: comply with regulatory requirements; gain information and
assistance from all government agencies; and notify a change of details to one
government agency that would be shared across other agencies. While the intent
was for business to access a single government entry point or as few entry points
as possible, there are a number of other entry points, including the Business
Names Register as part of the national business names registration scheme.

5.2 To assess the effectiveness of the ABR in delivering whole-of-government
outcomes and services to the business community, the ANAO examined the:

° ATO/Registrar’s administration of ABR services: the ABR website,
ABNLookup and ABN partner agency services; and

. implementation of the national business names registration scheme by
the ATO and ASIC.

The ANAO also consulted with the Treasury and the Department of the Prime
Minister and Cabinet on arrangements supporting the development of
whole-of-government initiatives for the business community.

ABR services

5.3 ABR services are available to business, other government agencies and
the broader Australian community through the ABR website, ABNLookup and
ABR partner agency services.

ABR website

5.4 The ABR website was re-designed and re-launched on 2 December 2013,
with improved user features, including that it:

. has the appearance of being an ABR-specific website, rather than a
hybrid ATO/ABR website due to the design, layout and embedded
linkages in the previous version; and

J is easier to navigate, and duplicate information has been removed.
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5.5 While the appearance and content of the website has been updated, full
integration with other registrations, including registering a business name with
ASIC, is not available (although ‘joint registration” is promoted as part of the
national business names initiative). Some of the information provided in an
application for an ABN is used to pre-populate other applications for business
registrations, for example AUSkey, GST, pay as you go withholdings and in
applications for a business name with ASIC. However, the facility does not
provide a streamlined registration process, with applicants directed to other
websites to complete the application processes and having to re-enter some
information already provided in other registrations.

5.6 Additionally, the new website is not scheduled to be fully compliant
with  the accessibility standards required by government until
December 2014.% Consequently, as at April 2014, people with a disability may
not have access to the full range of ABR services via the ABR website,
including applying for an ABN.

ABNLookup service

5.7 Information held on the ABNLookup service may be accessed by:

o a single website search (known as a HTML website search);

o web-services that provide greater functionality and more options than the

HTML interface.® These services allow the user to incorporate ABN
information and search capabilities into their own software applications®’;
and

. a bulk extract of data (provided by Industry). The availability of
web-services has seen a decrease in the demand for this form of data
delivery.

5.8 Access to web-services requires online registration (with Industry) for a
global user identification (GUID). This requirement is not to restrict access to

85  The Australian Government released the Web Accessibility National Transition Strategy in June 2010.
This strategy requires all government websites to meet Level A conformance by 31 December 2012,
and all federal websites to meet Level AA conformance by 31 December 2014.

86  For example, there is no upper limit to matches returned when conducting a name search, whereas a
search through the HTML interface is restricted to the top 200 matching names. Additional search
options available through web-services include retrieving ABNs for a selected postcode or for a
particular entity type, or for those registered for GST.

87 For example, a software application that uses the ABN as a business identifier can interact with
ABNLookup to automatically validate details or populate a database.
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the service—a GUID is issued to any government agency, member of the
public or business entity that registers with Industry—but to facilitate
Industry’s management of the web-services, for example by providing a point
of contact for planned outage notifications and upgrades to the service.

5.9 The Registrar reports the success of the ABNLookup service by the
number of times it has been accessed and the proportion of time it is available.
The number of searches on ABNLookup and bulk data requests for the
three year period 2010-11 to 2012-13, and for the period 1 July 2013 to
31 December 2013, shows a strong upward trend, as set out in Table 5.1.

Table 5.1:

Number of searches on ABNLookup and bulk data extracts,
2010-11 to 2012-13, and 1 July 2013 to 31 December 2013

201011

ABNLookup searches 201112 201213 1 July to

31 Dec 2013

Total via HTML search 61901 325 86 733 708 110 406 852 52 587 975
Total via Web Services 118 730 066 194 256 318 262522712 | 129 091 221
Total searches 180 631 391 280 990 026 372929564 | 181679 196
Bulk data extracts 158 152 93 48
ABNLookup availablity 99.6% 99.8% 99.7% 99.9%

Source: Australian Government, Report of the Registrar 2012—-13, p. 87, for 2010-11 to 2012-13, and
information provided by Industry. Figures in italics were provided by Industry.

510 No regular analysis is conducted on the various uses of data obtained
through the ABNLookup service, although Industry advised that it gains
considerable anecdotal evidence through communications with web-services
users, and more broadly in engagement with the business community.
Commencing in late 2012, Industry has maintained a list of entities’ intended
use of ABNLookup data, as stated in their GUID registrations.®®

511 As at 30 April 2014, 3047 entities had been issued with a GUID,
including 419 government entities. Generally, the ABNLookup service is used to
validate ABN details, including for GST purposes, and to use those details to
pre-populate forms. Some business and government entities conduct regular
overnight data-matching runs to validate many thousands of ABNs with
information held on their own systems.

88  This list of web-service users is provided monthly to the BRR business line, as well as an aggregated
list of the reasons the entities want access to the service.
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512 Industry also advised that there was strong interest amongst users of
ABNLookup data for the provision of ANZSIC codes (currently included in
non-public data available only to ABR partner agencies), and the size of
businesses (not currently captured by the ABR). While ANZSIC code
definitions are freely available (including on the Australian Bureau of Statistics
website) they are not included in entity information on ABNLookup.

5.13 The BRR business line advised that, while there had been some
discussion about including ANZSIC codes in the ABNLookup service, this
information is not specified in the ABN Act as publicly available information,
and no further action has been taken. While the ABN Act specifies the
information that the Registrar can provide, no action has been taken by the
ABR since commencement of the register to add additional fields that would
enhance ABNLookup searches, although the matter has been noted in meetings
of the ABR Advisory Board.

514 There has been little engagement between the ATO/Registrar and
Industry about the service since it was established in 1999-2000. Industry has
planned and managed the service independently, including developing new
features, such as a mobile friendly web interface. Input from the ATO has largely
been to notify Industry of legislative changes requiring ABNLookup to display,
for example: registered business names information, with links to ASIC, and
links to the Australian Charities and Not for Profit Commission, where the
charity is registered with the Commission.

Services to ABR partner agencies

515 The Registrar reports, as a measure of the success of the ABR, the
number of ABR partner agencies and the volume of data that is provided to
these agencies. However, the ATO advised in April 2014 that this will change
with the review of the PBS measures and KPIs underway for 2014-15.

Number of ABR partner agencies

516 The number of government agencies that had entered into an
agreement to access non-public data, from 30 June 2008 to 31 December 2013, is
set out in Table 5.2. A full list of ABR partner agencies is included on the ABR
website.®

89 See <https://abr.gov.au/For-Government-agencies/Accessing-ABR-data/Agencies-with-access-to-non-
public-data/> [accessed 29 April 2014].
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Table 5.2: ABR partner agencies, 30 June 2008 to 31 December 2013

30June 30June 30June | 30June 30June 30 June 31 Dec
2008 2009 2010 2011 2012 2013 2013

Local 18 60 106 156 212 256 283

State / 40 51 57 70 90 99 118
territory

Federal 8 11 12 15 31 31 32
Total 66 122 175 241 333 386 433

Source: Reports of the Registrar 2007-08 to 2012—13, and information provided by the ATO.

5.17  Opverall growth in the number of partner agencies has been supported
by the increase in local government agencies” use of ABR services. Growth in
the number of ABR partner agencies by level of government, for the period
2007-08 to 31 December 2013, is set out in Figure 5.1.

Figure 5.1: Number of ABR partner agencies, 2007-08 to
31 December 2013
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Source: Reports of the Registrar 2007-08 to 2012—13, and information provided by the ATO.

518 The number of ABR partner agencies remains relatively low, in
comparison to the projected numbers in the Business Case and Output Pricing
Agreement (OPA) 2002-05 for the ABR: 240, 500 and 1000 partner agencies
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forecast for 2002-03, 2003-04 and 2004-05 respectively, and subsequently
revised to 650 in November 2004.%°

5.19 A strategy developed by the BRR business line in April 2011 aimed to
increase the number of ABR partner agencies to 600 by August 2011.°* This
figure was determined through research that identified ‘high priority” agencies
to be contacted and encouraged to become partners.”? Of these, 182 were
already ABR partners. Of the remaining 435 agencies targeted, 70 had entered
into an agreement with the ATO by August 2011, with another 38 agencies
indicating an intention to become a partner agency. The ATO noted that,
although a proportionately greater number of local councils signed as partner
agencies than state and federal agencies, local councils offer less opportunity
for businesses to interact using their ABN (the original intent of the ABR).”

520 While the ATO has increased the number of partner agencies to 433 as
at 31 December 2013, it has not undertaken further substantive work to
reconsider the number of agencies that could become partners. There would be
merit in the ATO reviewing the number and type of agencies that could be
encouraged to become partners, as part of a broader review of the use of ABR
data by these agencies, discussed below.

ABR partner agency data requests

5.21 ABR partner agencies’ requests for ABR non-public data are received
and actioned by the Agency Agreement team. ABR partner agencies typically
receive the data as a bulk extract: nation-wide information is downloaded to a
disk and delivered to the requesting agency by courier; information restricted
to a specific state or territory is sent through a secure online mailbox service,
introduced in 2010-11.

5.22  The number of bulk data extracts issued for the period from 2010-11 to
2012-13 and from 1 July 2013 to 31 December 2013, is set out in Table 5.3. The
growth in the number of data requests, to 1874 in 2012-13, reflects the increase
in the number of partner agencies over the same period.

90  ANAO, Audit Report No.15, 2007—-08, Administration of Australian Business Number Registrations
Follow-up Audit, p. 47.

91 ATO, ‘600 Agencies Communications Strategy’, 4 April 2011.

92  High-priority agencies are classified as those that are responsible for functions that interact with
business or have influence over policy or programs impacting or interacting with the business
community.

93  ATO, ‘600 Agencies Communications Strategy’, 4 April 2011, p.4
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Table 5.3: Bulk data extracts issued, 2010-11 to 2012-13

Bulk data 2010-11 2011-12 2012-13 1July 2013 to

extracts 31 December
2013

Data disk 553 450 561 381

Bulk data 247 788 1313 888

exchange

Total 800 1238 1874 1269

Source: Annual Reports of the Registrar 2010-11 to 2012—-13, and information provided by ABR.

ABR partner agencies’ use of ABR data

5.23 The Agency Agreement team records the use(s) an agency intends for
ABR non-public data at the time of signing a Terms and Conditions agreement
with the Registrar.”* However, no record is kept of the subsequent uses each
agency has for ABR data, and it is not reported beyond the inclusion of case
studies in the Registrar’s annual reports.”

5.24 For audit purposes, the Agency Agreement team examined the
agencies’ stated intent for the use of non-public data, as indicated on their
partnership agreements and recorded on the partner agency database.
However, the analysis has limited application as:

J it includes only the stated intent of the use of the ABR data by partner
agencies, not subsequent uses; and

o a Commonwealth agency only has to indicate one anticipated function on
the Terms and Conditions form in a free text field, whereas a state or local
agency is given a number of pre-determined “typical’ functions to tick.

5.25  Effectively, the ATO/Registrar has only a general understanding of
ABR partner agencies’ uses and applications of ABR data, although it
recognises that local government agencies (the majority of partner agencies)
provide less opportunity for businesses to interact using their ABN.

94 Prior to the use of Terms and Conditions agreements, partner agencies were established under a MoU
that required a variation every time a partner agency intended to use ABR data for a purpose not
initially declared at the original signing of the MoU. However, no record of this information has been
compiled.

95  From 2009-10 to 2012—-13, some 15 case studies presented in the Registrar’s reports included
instances where ABR data had been used: to assist in disaster response and recovery; to support
planning and survey work in local government; to streamline reporting in the Department of Human
Services’ (Centrelink) income reporting service; and for validating ABN information.
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526 Annual surveys of ABR partner agencies provide information on
agencies’ level of satisfaction with the quality of the data and data delivery.
The surveys do not ask agencies to consider the extent to which their use of
ABR data allows them to improve or streamline services to the business
community. Agencies use ABR data to validate ABN information held in their
own systems, but there is no assessment as to how this activity assists the
business community. No surveys of the business community are undertaken to
gain their view of the uses of an ABN, and the extent to which it reduces their
reporting and registration obligations.?

5.27  Despite the initial policy intent, there is no direct link between partner
agencies and the ABR that would support the concept of an ‘entry point’ for
business to government. For example, with the exception of the ATO, a change of
address notified to the ABR does not automatically update information held on
other agencies” databases, though partner agencies with the required technology
may choose to use the information provided in bulk extracts for this purpose.

5.28 A paper prepared for the ABR Advisory Board in 2013” provided
insights into business reporting:

In a continually expanding, complex regulatory environment, the ABR is
actually suffering from the needs of other government agencies to gather
business information. Often this information is the same as that already stored
on the ABR. This causes a myriad of problems:

o businesses are required to provide the same information several times
to several different agencies;

° there is an assumption, even an expectation, in the business
community that if they provide information to one government
agency, then all government agencies will have that information;

o there is poor awareness of which agency should be advised if a business
changes their details. This can mean a business is forced to maintain
several contacts, or is hesitant to change its details to a more suitable
business arrangement for concerns about the impacts of the change; and

96  Minutes of the ABR Advisory Board meeting of October 2012 reflect the Deputy Registrar raising the
issue of business representation on the Board, noting that the topic had also been raised at a previous
meeting. Members agreed that the current size and makeup of the Board was adequate, and that
there were existing consultative groups in other agencies that could be asked for input about the ABR.
As at May 2014, there was no business representation on the ABR Advisory Board.

97  The paper was prepared by a joint working group from agencies represented on the ABR Advisory
Board, examining the options of using other agencies’ data to enhance the accuracy of data held on
the ABR. The ABR Advisory Board noted the paper in the May 2013 and October 2013 meetings.
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o ongoing costs to agencies in storing and maintaining business
information they collect.

5.29
the ABR and create confusion in the community; that there should be a focus
on ensuring the ABR is recognised as the register of business information from
which all other agencies update their information; and that mandating the
ABR as the sole repository of business information would have a greater
impact on reducing the costs of compliance.

The paper concluded that: all of these issues undermine the currency of

ABR partner agency comments

5.30 The ANAO invited comments from 37 of the 333 ABR partner agencies
(as at 30 June 2012): 23 from local government agencies, 10 from state and
territory agencies, and four from Australian government agencies. Sixteen
agencies provided a response, with the majority of agencies commenting on
the good working relationship with ABR staff. Common issues raised by the
agencies are detailed in Table 5.4.

Table 5.4:

Issue

Issues identified by ABR partner agencies

‘ Comment ‘

Currency of
ABR data

Concerns as to the lack of currency of the ABR data, finding that address
details were incorrect or misspelt, with a particular problem existing with
email addresses. One agency found 25 per cent of email addresses (in
the conduct of a survey) were not current, resulting in emails bouncing
back, and noted significant mismatches between the ABR and ASIC
records (for example, in the details of executive officers of a company).

Accuracy of
ABR data

ABR data sets would be more useful if the data was accurate. Agencies
were aware that, to date, no sanctions had been applied to entities’ failure
to maintain their ABN details, and thought that the ABR should undertake
additional compliance activities and apply penalties.

Additional data
needs

The addition of geocodes to ABN data was welcomed, although one local
government council had already applied geocodes to their own database.

ABNLookup
service

ABNLookup was regarded as a more useful source for public data than
periodic data extracts from the ABR, as it is updated daily and has a bulk
upload tool that is not available with non-public data. Three agencies were
unaware of the ABNLookup service.

Ease of access /
lack of

ABR technology for delivering the data was described as ‘clunky’,
restricting the options available to partner agencies on application of the

accessible data. Agencies commented that without their own data warehouse to
technology support storage, access and retrieval of ABR data, there would be
significant difficulty in using it. One agency noted the requirement to filter
data to determine ‘active’ ABNs.
Source: ANAO, from ABR partner agencies’ responses to requests for comments.
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Conclusion

5.31 The ABR website, ABNLookup and a range of ABR partner agency
services enable the Australian community, business and government
agencies to access information about business entities through their ABN.
Access to the ABNLookup service continues to expand, with over 370 million
searches of public ABN data conducted in 2012-13. Non-public information
held on the ABR was available to 433 government agencies as at
31 December 2013, which was less than the original and revised targets.
There has been little analysis of the use made of ABR data by partner
agencies or others, and the extent to which it has facilitated improved
services to the business community.

5.32 The ABR was intended to be a unique business identifier accessible
through a business entry point to government. However, it has not been
developed to provide a sole business entry point to government, and there is
little evidence that it has reduced the number of entry points to government.
Additionally, lack of ABR data integrity means there are limitations concerning
the use of ABNs as unique and trusted identifiers of Australian businesses.

National business names registration scheme

5.33 Implementation of the national business names registration scheme in
May 2012°: transferred registry powers from the states and territories to the
Commonwealth, replacing eight state and territory registry services; introduced
new national requirements for business names; and established the Business
Names Register (BNR). The scheme is administered by ASIC.%

5.34 Under the scheme, any business that does not operate under its own
entity name!® (unless exempt under the legislation) must register its name and
details on the national register, so the entity behind the business name, and its
contact details, can be identified. This arrangement establishes ASIC as the
single source for the issuing and administration of business names, and

98  Enactment of the Business Names Registration Act 2011 introduced a single national system for
registering and regulating business names.

99  Asdiscussed in Chapter 1, this scheme is part of COAG’s reform agenda aimed at driving productivity
growth and forms part of the COAG National Partnership Agreement to Deliver a Seamless National
Economy.

100 The entity name is the name that appears on all official documents or legal papers.
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provides a formal distinction between an ASIC-registered business name, and
an informal or unregistered trading name that businesses may use.'”!

5.35 The legislation also requires that new applicants, other than those
‘grandfathered’'® under transitional arrangements, must have an ABN to
register a business name, and while an ABN is free, ASIC charges a fee to
register a business name.

5.36 The national business names registration scheme also included the
development of a system for business to undertake ongoing interactions with
government through the Business Online Services project—the Australian
Business Account and the Australian Business Licence and Information
Service—administered by Industry.

Transition to the new arrangements

5.37 Under the legislation, the Registrar ceased collecting or updating
trading names on 12 May 2012!%, with the intent that trading names would be
removed from the ABR (and the ABNLookup service) from 28 May 2013. This
arrangement allowed a one-year transition period for businesses to meet the
requirement to register their business names on the national register. From this
date, the ABR would display only business names that had been registered by
ASIC.

5.38  While this requirement was relatively straightforward for new business
names, the initial timeframe did not allow for the difficulties that emerged in
the transition to the new arrangements. An amendment®* to the ABN Act
extended the transition period to 30 June 2014. On 25 February 2014, a

101 A trading name is the name or title under which a person or entity conducts a business, and allows
customers or members of the public to identify and contact the business. A trading name can be
different from the individual’'s name or the legal name of the corporate entity. For example, a business
might be incorporated as ABC Holdings Pty Ltd, but conduct business under the trading name
‘Dave’s Mowing’. Since 1999, the Commonwealth has allowed the public to use a 'trading name'
although there is no legislative basis on which they are established.

102 At commencement of the national registration scheme, 1.5 million business names were migrated from
state and territory registers to the BNR. The businesses were ‘grandfathered’ in as much as their
business names were registered irrespective of their ABN status (not all state and territory jurisdictions
required or recorded ABNSs).

103 Prior to the new legislation, the Registrar was not required to collect or update business names or
trading names in the administration of ABNs, or to undertake any verification as to their status.
Providing a trading name was an optional field in the ABN application process. The optional field was
removed from the online application process though remains on the paper form.

104 The A New Tax System (Australian Business Number) Amendment Regulation 2012 (No.1).
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proposed further amendment to the Act will allow the ABR to continue to
publicly disclose trading names to 31 October 2018.1%

5.39  The further extension will allow ASIC, the ATO and Industry time to
ensure that information held on the BNR and ABR (and the ABNLookup
service) is accurate and up-to-date; and increase understanding in the
community as to the distinction between trading names and registered
business names, and the requirement to register a business name with ASIC.

5.40 Difficulties that have contributed to the delay in full implementation of
the national business names registration scheme include:

J inaccurate estimation of the volume of entities required to register a
business name at policy design phase; and

o delays in processing new ABNs to support registered business names.
Volume of entities required to register a business name

5.41 ASIC’s original funding assumptions and resources planning for the
administration of the BNR were based on the initial migration volumes of
business names from states and territories, and the estimated annual volumes
of new applications, renewals and maintenance of the register. ASIC advised
that, until late 2012, it had no knowledge of the removal of trading names from
the ABR and the subsequent demands for registering business names by
June 2014 —at which time trading names would cease to be listed on the ABR
and entities realised that they were trading without legal basis.!%

542 At commencement of the scheme there were approximately 7.4 million
active ABNs held on the ABR, of which 3.8 million had a trading name. Analysis
undertaken by ASIC showed that at June 2013 approximately one million of
these known trading names could potentially still transition to the BNR. Of the
remaining ABNs where no trading name had been provided, some 3.6 million,
the number of businesses that would be required to register a business name, or
the volume of ABNs that were no longer valid, could not be determined.

105 The A New Tax System (Australian Business Number) Amendment Regulation 2014.

106 To implement this reform, the Government made regulations ceasing the ability of ABN holders to link
trading names to their ABN from 28 May 2012 and for the removal of historical trading names from the
ABR. These reforms were made by GST regulations, and ASIC advised it was not consulted during
policy development.
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5.43  The number of registered business names on the BNR from 30 June 2012
to 31 December 2013 is set out in Table 5.5.1 Over this period the total
population of active ABNs averaged 7.4 million.

Table 5.5: National Business Names Register:
key statistics, 30 June 2012 to 31 December 2013

30 June 30 June 31 December

2012 2013 2013
Business names migrated from state and 1475949 - -
territory registers (grandfathered)
Business names newly registered with ASIC 19 131 274 349 149 604
in period (requiring an ABN)
(including business name registration 0 (18 583) (14 242)
requests received via the ABR joint service)1
Business names cancelled in period 1684 39 921 24 346
Total business names on the national 1488898 | 1740780 1 866 292°
Business Names Register

Source: ASIC Annual Report 2012—13 for 30 June 2012 and 2013 data. Information provided by ASIC for
the data for as at 31 December 2013.

Note 1: The ABR joint service is explained in footnote 108.
Note 2: At 31 December 2013, of the 1.87 million registered business names, only 898 014 had an ABN.

Delays in processing new ABNs

544 New applicants for a business name must have an ABN or an
outstanding application for an ABN—represented by a reference number—
before they can be issued with a registered business name, or a business name
is reserved for them subject to the ABN being finalised. Applicants may submit
their business name and ABN applications to ASIC and the ATO respectively,
or apply for both through the ‘Joint ABN/BN Registration System”.1%

5.45 Irrespective of the method of applying for a new business name, where
the process has been straightforward, ASIC will receive notification from the
ABR that the ABN has been issued, and approve the application immediately
upon submission (where payment has been made by credit card and the

107 The figures presented in Table 5.5 do not reconcile. ASIC advised this was due to a series of updates
to the BNR that are not captured within the commission’s current reporting capability. ASIC was not
aware of the issue prior to a query by ANAO during the course of this audit, and indicated its intention
to change reporting tools, update its records and correct the numbers presented in its annual reports.

108 Although initially intended to apply from May 2012, this process did not commence until November
2012. The ATO provides both the customer interface and the registration process for the ABN
registration; the ATO also provides a customer interface for business name registration, but not the
actual registration process.
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business name is available for registration). The number and status of new
business name applications received by ASIC since commencement of the
scheme in June 2012 to December 2013, is set out in Table 5.6.

Table 5.6: Number and status of business name applications,
June 2012 to December 2013
Business Applications Applications Applications
Name Rejected Approved Pending
Applications
June 2012 23 632 26 21 239 8408
July 2012 22 653 134 20943 5172
August 2012 23512 318 22 024 4085
September 2012 22 692 105 21654 3076
October 2012 27618 86 24 982 2627
November 2012 25053 1884 23 250 1986
December 2012 17 498 1833 15 658 1699
January 2013 22 810 2027 19 593 1878
February 2013 27710 1887 22 290 3024
March 2013 25 865 2279 26 691 2389
April 2013 26 427 2053 27 304 2637
May 2013 29 058 7270 26 851 1722
June 2013 25 669 1824 23500 2117
July 2013 30 358 651 28 299 2474
August 2013 28 966 2368 27 071 1813
September 2013 27 154 3336 25658 1751
October 2013 27 741 2423 26 329 2013
November 2013 26 910 1689 24 945 2067
December 2013 19 208 2053 17 301 1465
Source: ASIC.

5.46 A ‘pending’ business name status may be the result of ASIC’s fee
associated with registering a new business name not having been paid by the
applicant; or that the ABR has not finalised an ABN application. Other causes
include that an ABN has been issued, but the notification has not been
transmitted to ASIC or that an application for an ABN has been declined and
ASIC is not notified.
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5.47 The data exchange between ASIC and ABR, as discussed in Chapter 3,
should support an efficient flow of data between the agencies, but information
about an ABN may not flow to ASIC where the applicant has:

J applied for multiple ABNs, and the one that was approved has a
different reference number that does not match and update the pending
business name application;

. an active ABN but applied for a new one, and the ABR uses this active
ABN rather than creating a new one; or

° has an inactive ABN, and the ABR reactivates this number, rather than
creating a new one.

548  The number of business names with a “pending’ status that are subject to
resolution of the entities’ ABN applications, as at 22 November 2013,
31 December 2013, and 28 February 2014, is set out in Table 5.7.1%

Table 5.7: Number of business name applications pending, subject to
resolution of the entities’ ABN applications, as at
22 November and 31 December 2013, and 28 February 2014

Date Range 22 November 31 December 28 February

2013 2013 2014
Between 28 days and 60 days 234 547 382
Between 61 days and 120 days 254 258 243
Between 121 days and 180 days 190 188 209
Between 181 days and 240 days 211 212 178
Between 241 days and 365 days 188 243 410
Greater than 1 Year 149 194 518
Total 1226 1642 1940

Source: ASIC.

549 To minimise administrative delays in finalising ‘pending’ business name
applications, commencing September 2013, ASIC and the ATO implemented the
following ABN and business name reconciliation process:

109 The figures in Tables 5.6 and 5.7 do not reconcile. ASIC advised that data in Table 5.6 derives from a
report used to monitor overall transactions, whereas data for Table 5.7 is extracted from a report used
solely to reconcile with the ABR. The difference between the reports is due to: different reporting
criteria being used; and timing differences in the production of the respective reports.
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. each fortnight ASIC runs a report to identify all business name
registration applications (and their ABN reference numbers) that have
been outstanding for longer than 28 days;

° this list is sent to the ATO for confirmation of ABNs that have been
approved; and

J using this reconciliation, ASIC then uploads the active ABNs manually
into the register so that the business name registration can be
completed.

550 The process has been undertaken since September 2013 (with the
exception of a four to six week period in December and January 2014) and
continues to match approximately 200-300 ABN outcomes and business names
each fortnight. For the remaining business name applications that are not
reconciled in the above process, ASIC emails applicants whose applications
have been outstanding for more than 28 days, advising them that their
application is waiting on an ABN outcome, and that they should contact the
ABR. This advice contradicts the concept of a joint ABN/business name
registration process.

5.51 Opverall, while processes are underway to manage the number of
‘pending’ applications, the data indicates that there are some businesses that
may be prevented from legally trading under a registered business name for
more than a year while their application for an ABN and registered business
name is finalised.!?

Integration of Business Online Services

5.52  The Business Online Services (BOS) project supported the development
of the Australian Business Account (ABA), and the Australian Business Licence
and Information Service (ABLIS), designed to add value to the national
business names registration scheme by improving business information
services and ongoing transactions with government.

110 The change proposed under A New Tax System (Australian Business Number) Amendment (Display
of Trading Names) Regulation 2014 would allow unregistered business names (known as trading
names) that were on the ABR before 28 May 2012 to continue to be publicly disclosed until November
2018. However, under section 18(1) of the Business Names Registration Act 2011, an entity commits
an offence of strict liability if it carries on a business under a name that is not registered to the entity as
a business name on the BNR, with effect from 28 May 2012.
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5.53 A brief for the Deputy Registrar in preparation for Senate Estimates in
October 2010, included the intent to integrate ABR services ‘with the new
national business registration and licensing services and an online business
account being developed by [then] DIISR, as agreed in the COAG
implementation plan (for the National Business Names initiative) and
endorsed by the (then) Prime Minister.

5.54 Integration was subsequently removed from the scope of the business
names initiative due to time, funding and resource constraints. However,
minutes from BRR business line management meetings held in late 2013 reflect
discussion between ATO and Industry executives on linking the ABR and the
ABA, and potentially the BNR, to create streamlined reporting, registration
and information services. As at 28 February 2014, the integration had not
progressed beyond informal discussion, while ABLIS and the ABA are
available through the business.gov.au website.

Review and evaluation

5.55 The operations of the ABR and the ABR/national business names
registration scheme (including the BOS project) have been the subject of a
number of reviews and evaluations. In addition to the 2013 external review of
the operations and governance of the BRR business line (effectively, the
administration of the ABR, AUSky and SBR program), other recent reviews
and evaluations include:

J the Gateway Review!'? commissioned by the (then) Department of
Finance and Deregulation on the development and implementation of
the national business names registration scheme:

- The Australian Business Number (ABN) Business Names (BN)
Program; COAG Business Names Reform; Lessons Learnt Report
(Version 1.0); 19 September 2013;

- Gateway Review Report; Gate 5 — Benefits Realisation Review for
Business Online Services (BOS),19 September 2013; and

111 DIISR was the Department of Industry, Innovation, Science and Research.

112  Gateway reviews involve short, intensive reviews at critical points in the project’s lifecycle by a team of
reviewers not associated with the project. This provides an arm's length assessment of the project
against its specified objectives, and an early identification of areas requiring corrective action.
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. an external evaluation of the ABA, commissioned by Industry:
- Evaluation of the Australian Business Account February 2014.

5.56 Key lessons in the ABN/BN Lessons Learnt Report include those relating
to the development of policy and legislation, governance and program
management, communication, and the design and delivery of IT and data
transfer systems supporting the initiative. The report also referred to
two status reviews conducted during the development of the national business
names registration scheme.

5.57 The reviews highlighted poor communication between the agencies
involved, namely ASIC and the ATO, and a general reluctance by agencies to
communicate openly and share information. The report also noted that, while
the required Regulation Impact Statement (RIS) was prepared, it was written
by the Australian Government Solicitor in a separate process from that of the
drafting of the legislation for the national business names registration scheme.
The RIS contained errors and had to be corrected at very short notice, defeating
the purpose and intent of preparing a RIS.13

5.58  The Benefits Realisation Review noted the strong take-up by industry of
ABLIS, and the expectation that use of the service will grow. In comparison,
very few businesses had opted to open an ABA, with the review noting that:
the continuation of separate ATO [the ABR] and ASIC accounts has
diminished the likelihood of significant increases in ABA utilisation and that:

... having multiple user accounts for business to interact with numerous
government agencies does not fully achieve the seamless business user
experience the ABN / BN business case described. While this arrangement is
now unlikely to change, future developments in the area of online business
interaction with government need to hold as paramount the ease of use from a
business person’s perspective.!14

559 The ABA Evaluation concluded that, reviewed against the original
ABN/BN Business Case, the ABA’s purpose remains relevant, noting a strong

113 A RIS is mandatory for all decisions made by the Australian Government and its agencies that are
likely to have a regulatory impact on business or the not-for-profit sector. From January 2014, the
Government has strengthened the Regulatory Impact Analysis framework with a focus on costing
impacts on business, community organisations and individuals as part of a broader goal to reduce the
burden of regulation. Available from the Department of Prime Minister and Cabinet
<http://www.dpmc.gov.au/deregulation/obpr/ris/coag_ris/index.cfm> [accessed 17 March 2014].

114 Department of Finance and Deregulation, Gateway Review Report: Gate 5—Benefits Realisation
Review, September 2013, p. 3—4.
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demand from businesses for a single online channel to interact with
government.'® Despite this strong demand from business, the evaluation
found that a significant contributing factor for government agencies not
connecting their services to the ABA has been the failure of the ABN/business
name program to achieve the original objective of the ABA —being able to be
used by businesses to seamlessly interact with ASIC, ATO and the ABR to
manage their registration of a business number and business name.

5.60 In the absence of the ABA’s integration with the ABR and BNR,
businesses have to create and maintain at least three separate government
online accounts, instead of one, as was originally envisaged in the
ABN/business name Business Case: ABA, ABR, and the BNR.

Conclusion

5.61 The main objectives of the Business Names Registration Act 2011: to
ensure that an entity behind a business name can be identified; and to remove
the requirement for businesses to register in more than one jurisdiction, have
been partly delivered. While businesses are now required to register their
business name only once on the national register, the transparency of business
ownership, through the continued use of trading names, has been delayed.

5.62 Potential benefits associated with the national business names
registration scheme have not been fully achieved: the joint application process
for an ABN and a business name still requires work; and while businesses can
now access comprehensive licensing information through the ABLIS website,
the benefits to businesses that could be delivered through an ABA have not
been taken up.

Achieving whole-of-government outcomes

5.63 Whole-of-government initiatives encompass features that are of interest
to, or within the areas of responsibility of, a number of agencies. However, by
their very nature, whole-of-government initiatives are likely to have features
which extend beyond the specific interest of participating agencies. Therefore,
an important role in the implementation of whole-of-government initiatives is
liaising with and co-ordinating all relevant agencies. Portfolio departments are

115 ABN/Business Name ICT Business Case—A Council of Australian Governments’ Initiative,
16 April 2008. ABA Evaluation p. 3.
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well placed to perform this role due to their extensive networks used to
develop policy and advise government.!'¢

5.64 The 2007-08 ANAO audit noted that a challenge for the ATO in
achieving whole-of-government outcomes was that it is not a portfolio agency.
During the course of this audit, there was no lead portfolio agency strongly
supporting the ATO in developing and promoting the ABR and broader ABR
Program. Discussions with staff in the Treasury and the Department of the
Prime Minister and Cabinet indicated that they were aware of the work being
undertaken on the ABR, largely by the Deputy Registrar, to promote the
whole-of-government policy objectives of the ABN Act. However, there was no
area in either department providing portfolio agency support.

5.65  Similarly, while Treasury staff have been actively involved in the issues
leading up to the proposed further amendment of the ABN Act (delaying the
full implementation of the ABN/BN initiative) there was no identified portfolio
agency ‘champion’ for the integration of ABA and ABLIS with the ABR and/or
the BNR, to further streamline services to the business community.

5.66 Agencies involved in establishing the BNR could not provide
documentation that explained the rationale for creating a new register in ASIC,
rather than adding the capability to the ABR, and new policy proposals drafted
by ASIC and the ATO proposed different ways to resolve difficulties with the
initiative.

5.67  While both proposals focussed on operational options, the ATO argued
that the ABR should be the single point for business registrations, including
business name registrations (while ASIC would maintain the administrative
and support process). Consequently, there would be one register, providing a
more effective service for the business community. ASIC, on the other hand,
supported the existing operations of the two registers. More recently, the
Australian Securities and Investments Commission Chairman has proposed
the option of commercialising ASIC’s registry functions'”; whereas the

116 ANAO Audit Report No.15, 2007-08 Administration of Australian Business Number Registrations
Follow-up Audit, pp. 61-62.

117 Maher S. ASIC sized up for $1 billion sell off, The Australian, 15 April 2014, available from
<http://www.theaustralian.com.au/national-affairs/asic-assets-sized-up-for-1bn-selloff/story-fn59niix-
1226884389870#mm-premium>.
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National Commission of Audit recommended that ASIC’s registry functions
transfer to the ATO, to streamline business reporting requirements.!!s

5.68  Although the need to streamline or reduce business reporting
requirements has been recognised by successive governments (at least since the
report of the Small Business Deregulation Taskforce 1996, Time for Business), the
issue is far from resolved. In January 2014, the Government implemented a
deregulation agenda with a net red tape reduction target of at least $1 billion per
annum across portfolios; and a discussion paper released on 30 April 2014, The
Small Business and Family Enterprise Ombudsman, provides details of ‘the
Government'’s vision of establishing a single entry point for small businesses,
providing an easy way to find out about services and programs’.!?

5.69 The current deregulation agenda may provide a platform for further
review, across agencies, of the efficiency of services delivered to business
through the ABR, BNR, ABA and ABLIS, and give effect to the
whole-of-government objectives associated with these initiatives.

5.70  Through the deregulation agenda, or other processes, it is critical that
the key agencies responsible for the various government entry points—the
ATO, ASIC and Industry, as well as the Treasury (and the Department of
Prime Minister and Cabinet through the deregulation agenda) —communicate
openly and cooperatively to achieve the whole-of-government outcome of
making it easier for business to deal with government. In this light, their
collective focus should be on the experience of businesses using the services
provided, and how to better integrate and streamline the various existing
government entry points to improve the overall user experience.

5.71  Without a more cohesive and cooperative approach between the relevant
agencies it is likely that limited progress will continue to be made in achieving
the whole-of-government objectives of the ABR, and related services. As it
currently stands, after 14 years of operation the whole-of-government objectives
of the ABR have only partially been achieved. Further, potential efficiencies for
business that could have been leveraged through the development of the
national business names registration scheme, ABA and ABLIS have not been
achieved.

118 National Commission of Audit, Towards Responsible Government, The Report of the National
Commission of Audit, Phase One, 14 February 2014. Appendix Volume 2, p. 169.
119 Minister for Small Business, Media release, Government looks to make life easier for small

business, April 30 2014.
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Recommendation No.1

5.72  To make it easier for business to deal with government, the ANAO
recommends that the Registrar of the ABR works with the Australian
Securities and Investments Commission, the Department of Industry and the
Department of the Treasury to:

(a) review the entry points to government; and

(b) develop and implement the most effective and efficient delivery
mechanism for businesses to meet their registration and reporting
requirements, and to access information and services from government.

ATO response: Agreed.

5.73  The Registrar of the Australian Business Register is committed to continuing
to work collaboratively with government agencies, including the Australian Securities
and Investments Commission, the Department of Industry and the Treasury, to
further explore and deliver whole of government outcomes that reduce the compliance
burden and make it easier for business to deal with all levels of government.

ASIC response: Agreed
Department of Industry response: Agreed
5.74  The Department of Industry agrees with the Recommendation.

5.75  The Government has provided funding in the 201415 Budget to streamline
business access to Government programmes. The Department is committed to reform
the way it and, potentially, the whole-of-government provides improved and
streamlined services to business.

= 2=

Ian McPhee Canberra ACT
Auditor-General 23 June 2014
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Appendix 1: Agencies’ responses to the proposed
report

Australian Taxation Office

—

5 JUN 20
.30

Australian Government
Australian Taxation Office

Second Commissioner of Taxation [ — -~ g

"~ CANBERRA ACT 2601

Dear Ms Cass

RE: AUSTRALIAN NATIONAL AUDIT OFFICE PERFORMANCE AUDIT OF THE
AUSTRALIAN BUSINESS REGISTER

Thank you for your letter dated 8 May 2014 and for the opportunity to provide comments
on the proposed report on the Australian Business<Register.

The ATO agrees with the recommendation as presented in the section 19 report.

Attached is the ATO response to the recommendation (Annexure 1) and summary of our
comments to be included in the report (Annexure 2).

| would like to thank the Australian National Audit Office audit team for the cooperative
and professional manner they have adopted in working with us on this matter. | look
forward to continuing the good working relationship developed in this performance audit.

If you require further information on this matter, please contact Mark Jackson, Deputy
Registrar, Australian Business Register on (02) 6216 4991.

Yours sincerely

W
Geoff Leeper
3 June 2014

T +61 (0)2 6216 1111 PO Box 900 Civic Square ACT 2608 Australia ato.gov.au
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Annexure 1

Rec

ANAQ recommendation

ATO response

1

To make it easier for business to
deal with government, the ANAO
recommends that the Registrar

of the ABR, works with the
Australian Securities and
Investment Commission, the

Department of Industry and the

Department of Treasury to:

a) Review the entry points
to government; and

b) Develop and implement
the most effective and
efficient delivery
mechanism for
businesses to meet their
registration and reporting
requirements, and to
access information and
services from
government.

Agreed

The Registrar of the Australian
Business Register is committed to
continuing to work collaboratively with
government agencies, including the
Australian Securities and Investments
Commission, the Department of
Industry and the Treasury, to further
explore and deliver whole of
government outcomes that reduce the
compliance burden and make it easier
for business to deal with all levels of
government.
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Annexure 2

Summary of ATO’s response

The ATO welcomes this review and the recommendation made.

Since the development of the Business Reporting and Registration business line in 2010,
the whole of government initiatives (Australian Business Register, Standard Business
Reporting and AUSkey) that come under the umbrella of the Australian Business Register
(ABR) program have continued to evolve.

As noted in the report, the two Federal Budget initiatives, Towards a Better Business
Future and Reducing Business Costs, are helping to improve the integrity of the
information held on the ABR, as well as making it easier for business to register for an
Australian Business Number (ABN) and meet their reporting obligations to government.

The 2014 vision for the ABR program is to "Contribute to improving the wellbeing of the
Australian people through enhanced business productivity by:

1. Reducing the administrative cost to business of complying with government
regulation,
2. Influencing government policy and implementation, through advocating the

use of services, technologies and processes to minimise the administrative
impact on business, and

3. Encouraging the adoption of new practices by businesses to reduce operating
costs.

The ATO recognises that the report identifies some opportunities for improvements to the
ABR. We will explore these opportunities to identify where further changes can be made
to the ABR in the future.
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Australian Securities and Investments Commission

ASIC

11 JUN 208

Australian Securities & Investments Commission

Our Reference: CCU-14\0312 GREG MEDCRAFT
Your Reference: Chairman

Level 5, 100 Market Street, Sydney
GPO Box 9827 Sydney NSW 2001

5 June 2014 DX 653 Sydney

Telephone: + 61 2 9911 2000

Facsimile: +61 2 9911 2414
] A.
irector I\ "4 t

_~~CANBERRA ACT 2601

Ms Barbara C'ass

Dear Ms Cass

Thank you for your letter dated 8 May 2014 about the proposed audit report
Administration of the Australian Business Register.

ASIC welcomed the opportunity to be involved in this audit and agrees with the
proposed report's recommendation.

Please convey my sincere thanks to your team responsible for conducting this audit
for the effort they made to visit the ASIC Traralgon office, their professionalism and
consideration of ASIC's input.

Attached is ASIC's summary response and full response to the proposed report
{Annexures 1 and 2, respectively).

Yours sincerely

REG MEDCRAFT
CHAIRMAN

Attach: Annexures 1 and 2
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Annexure 1 — Summary response

ASIC welcomed the opportunity to contribute to the ANAO performance audit
on the administration of the Australian Business Register and strongly agrees
with its recommendation.

Whilst acknowledging more can be done to reduce entry points to government
and streamline registration and reporting requirements for business, the
national Business Names Register has reduced the entry points to
government by consolidating eight State and Territory registers into a single
national online register.

Importantly, it has delivered cost savings to business. On its second
anniversary on 28 May 2014, the national Business Names Register has
saved business $76.8 million in reduced fees to register or renew a business
name.
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Annexure 2 — Full response

ASIC welcomed the opportunity to contribute to the ANAQ performance audit
on the administration of the Australian Business Register and strongly agrees
with its recommendation.

Whilst firmly acknowledging that more.can be done, ASIC contends it has
made a significant contribution to the government's goal of making it easier for
business to deal with government by reducing business reporting and
registration requirements and entry points to government services. ASIC's
contribution includes:

« Implementation of the national Business Names Register, which
replaced eight State and Territory business entry points with a single
online entry point for business to register, renew, update and search
business names. Close to 1.6 million registered business names were
automatically transferred to ASIC's national register, together with over
84 million data records migrated from state and territory agencies.

« Implementation of AUSKey to the Business Names and Self Managed
Super Fund Auditor registers. AUSkey is the whole-of-government
common authentication system, and is designed to provide business
with a single credential to interact online with government agencies.

« Development of linkages between the Australian Business Register
and the national Business Names Register, including the joint ABN and
Business Name registration service, which provides greater
consistency and transparency of information across both registers.

ASIC agrees there is potential for further benefits to be delivered to business
by implementing the most effective and efficient delivery mechanism for
business to meet their registration and reporting requirements. ASIC is
pleased to report that the national Business Names Register has delivered
cost savings to business. On its second anniversary on 28 May 2014, the
national Business Names Register has saved business $76.8 million in
reduced fees to register or renew a business name.

Importantly, it has also delivered convenience and time savings to business.
For example:

e Over 99% of business name registration applications have been
completed online.

o Close to 30% of transactions occur between the hours of 5pm and
midnight.

«Over 20 million online searches of the new register have been
undertaken (close to 20% from a mobile device and growing).

ANAO Audit Report No.48 2013-14
Administration of the Australian Business Register

120



Appendix 1

Department of Industry

11 JUN 2004
#  Australian Government
Department of Industry

Secretary

Ms Barbara Cass
Group Executive Director &4 “l(‘, F‘Q "
Performance it Services Group
Australi ational Audit Office
Box 707
CANBERRA ACT 2601

ara,
Dear ys/Cass

I refer to your letter of 8 May 2014, seeking comment from the department on the
proposed audit report on the Administration of the Australian Business Register.

The department welcomes the timing of the audit report and findings as they align to
the government’s deregulation agenda and the streamlining of service delivery.

The department is currently working on implementing a Single Business Service
delivery model to simplify the way businesses access government information and
services. This new initiative, to commence from 1 July 2014, will focus on excellence in
program design, delivery and above all, customer service.

Please find the department’s response to Recommendation 1 is at Attachment A and a
response for inclusion in the body of the report at Attachment B. There are also some
comments included at Attachment C relating to a minor factual error.

I thank you for the opportunity to comment on the proposed audit report.

Yours sincerely

Glenys Beauchamp

53 June 2014

Phone: (02) 6213 6650 Fax: (02) 6213 6657 Email: Glenys.Beauchamp@industry.gov.au
Industry House - 10 Binara Street, Canberra City, ACT 2601 - GPO Box 9839 Canberra ACT 2601 - www.industry.gov.au - ABN: 74 599 608 295
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ATTACHMENT A

Department of Industry response to ANAO Recommendation

Recommendation 1:

To make it easier for business to deal with government, the ANAO recommends that the
Registrar of the ABR, works with the Australian Securities and Investment Commission, the
Department of Industry and the Department of the Treasury to:

a) review the entry points to government; and
b) develop and implement the most effective and efficient delivery mechanism for businesses

fo meet their registration and reporting requirements, and to access information and
services from government.

Department of Industry Response: Agreed

The Department of Industry agrees with the Recommendation.

The Government has provided funding in the 2014-15 Budget to streamline business
access to Government programmes. The Department is committed to reform the way it

and, potentially, the whole-of-government provides improved and streamlined services
to business.
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Appendix 1

ATTACHMENT B

Summary of Department of Industry’s response for inclusion in the Report Summary

The Department of Industry acknowledges the contribution the ANAO audit report
makes to support and improve whole-of government interactions with business.

The department is well positioned to deliver on the government’s deregulation agenda.
Work is underway on the implementation of a Single Business Service delivery model
to simplify the way businesses access government information and services. The new
initiative, to commence from 1 July 2014, will focus on excellence in program design,
delivery and aboveall, ¢customer service. It will showcase the department’s capacity to
provide a Single Business Service delivery mechanism for government.

The department supports the delivery of the Australian Business Register (ABR) by
hosting the ABNLookup and SuperfundLookup services, which can be accessed directly on
the web, or through links provided in the business.gov.au website.

The Department is responsible for the administration of other initiatives including the
‘ Australian Business Account’, ‘Australian Business and Licence Information Service’
and also VANguard.

VANguard is a whole of government program that delivers cost-effective and reliable
authentication services to secure business to government (B2G) and government to
government (G2G) online transactions. VANguard provides a simple way for
government agencies to use the AUSkey as a credential for their own online channels.
VANguard authenticates every VANguard transaction to government including those
for the ATO. Over 40 million AUSkey authentication transactions were processed by
VANguard in the 2013/14 financial year on behalf of over 40 agencies.

The department is committed to continue to work with other agencies and stakeholders
to reform and streamline business interactions with government.
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Appendix 2: Recommendations from the external

review of the BRR business line

In May 2013, consulting firm KPMG was engaged to review the operating and
governance arrangements within the ATO’s Business Reporting and
Registration (BRR) business line with the aim of improving the efficiency and

effectiveness of operations. Six recommendations were made in a report issued
13 September 2013.

Recommendation 1: Strategic clarity

1.1 Strategic clarity: In a complex system, strategic clarity is imperative.
KPMG recommends that the BRR Executive:

a.

Develop a strategic brief to Government to communicate and argue the
role and program of work of BRR and how this aligns to the
Government’s digital economy strategy and red tape reduction. It is
also essential for BRR to engage with key agencies to communicate
this message to Department Heads.

Develop an integrated whole of BRR business line strategic vision,
roadmap and value proposition, in the context of the whole-of-
government mandate for driving the digital economy. As part of this
recommendation, develop BRR’s value propositions for each service
line.

Clearly articulate and seek endorsement from Government that it has
either (i) a whole-of-government mandate to improve the ability for
business to do business with Government online or (ii) provides the
infrastructure to allow this but does not have the broader mandate.

Develop a consolidated BRR stakeholder approach which recognises
the different roles organisations play in the service delivery model.
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Appendix 2

Recommendation 2: Services

2.1 Clarity of the services provided by BRR is critical for the realisation of
their strategic intent. It is recommended that the BRR Executive:

a.

Establish and document a set of core services which all BRR
understand and can speak knowledgeably with customers and
stakeholders about.

Give consideration to developing branding to communicate BRR’s role
in reducing the regulatory burden for business by delivering online
services to support business and Government interaction. Initial title
suggested “Australian Business Registration & Reporting Services
(ABRRS)".

Build business confidence and buy in by testing and communicating
industry pilot study results.

Review BRR'’s funding to ensure it aligns with priorities agreed with
Government.

Recommendation 3: Processes

3.1 Clarity of the processes supported and roles under the new governance
model and responsibilities across BRR and the other parties involved in
delivering the Government’s intent to make it easier for business to interact
online with Government in turn enhancing the ability of BRR to achieve its
outcomes. Similarly, clarity of the processes and responsibilities internal to the
ATO service provision will increase efficiency. It is therefore recommended
that the BRR Executive:

a.

Review and implement any BRR process changes that have been a
result of the ATO recent organisational design outcomes. This may
incorporate how BRR will require support from the new Service
Delivery team, previously the COO team.

Review the Division’s stakeholder parties in the context of the clarified
strategic direction.
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Recommendation 4: Organisation and Governance

41 Clarifying the governance and accountability structures will be
essential in creating a clearer focus on strategic outcomes for BRR and to create
the capability to execute on BRR’s strategic intent in an efficient way. KPMG
recommend that BRR consolidate and redefine the role of the
whole-of-government governance committees into one whole-of-government
committee with responsibility for:

a. Providing strategic direction on the outcomes to improve Government
interaction with business (rather than just on technical issues).

b. Incorporate all dimensions of the BRR services (and possibly other
elements of the end to end service model (e.g. [Industry]).

C. Consider and take action on the effectiveness of the roles taken by all
parties (including state and local governments) in delivering the
Government’s outcomes.

d. Monitor implementation of the Government’s strategic outcomes and
make recommendations to Government on any changes required.

42 Implement and communicate a clear and concise whole of business line
governance framework and organisation structure aligned to the changing role
of the BRR business line.

4.3 Refine BRR'’s organisational design to:

a. Reduce unnecessary duplication, address delivery gaps and deal with
overlaps and accountabilities.

b. Enhance integration and quality of service to Government and
business.

C. Enhance integration and effectiveness of stakeholder interaction.

d. Enhance focus on strategic outcomes and alignment of operational

activity to these strategic outcomes with consideration given to
renaming branch titles (within BRR) to reflect organisational changes
following consideration of this report.
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Appendix 2

Recommendation 5: People

Achieving BRR’s outcomes relies heavily on the leadership, management and
core skills of its people. BRR staff are highly skilled in data analysis and
management and information technology, however an outward looking,
whole-of-government focused culture and skills sets is needed for success into
the future. This is an appropriate time to take a ‘stock take” of the skills of BRR
staff, and to develop skills aligned with the future strategy and operating
model of BRR, and alter recruitment practices in line with the desired skill set.
Similarly, there is an opportunity to undertake some activity to align BRR's
culture with its stated strategic direction. In order to align the people and
culture of BRR with its strategic intent, KPMG recommend that the BRR
leadership team:

5.1 Implement a skilling and recruitment strategy to build:
a. Strategy and policy skills.
b. Project management skills.
c. Stakeholder engagement skills and influencing skills.
d. Agency support and interaction skills.
52 Consider undertaking a cultural assessment to highlight and take

action on those elements of its culture which need to be aligned with BRR’s
strategic outcomes. Aspects of the desire culture are anticipated to include:

a. Reaching out and engaging.
b. Selling ideas.

c. Influencing, championing.
d. Big picture strategy.

e. Change leaders.
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Recommendation 6: Enablers

6.1

ATO infrastructure and support services are critical to the effectiveness

of BRR. However ATO enabling services also need to recognise BRR is a
whole-of-government initiative and may require a more strategic level of
prioritisation and support in delivering their outcomes. This may not fit within
the strategic priorities of the ATO. Effective stakeholder management and

documenting ATO and whole-of-government systems architecture is essential
for these support relationships to be successful. Within the context of
implementation of the broader organisational review, KPMG recommends that

BRR:

Construct a systems enterprise architecture model and develop a long
term plan, investigating costs and benefits associated with the
separation of BRR supporting infrastructure within the ATO.

Establish and review a stakeholder relationship and governance model
for the EST/Business Solution interactions ensuring agreement of the
prioritisation of whole-of-government initiatives within the broader
ATO ICT delivery model.

Review the existing service provider agreements in place with Client
Service Solutions and CAS and document agreed roles and
responsibilities and performance metrics.

Investigate how BRR’s particular needs could best be serviced within
the ATO ICT infrastructure. This investigation should include an
analysis of costs and benefits.
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Series Titles

ANAO Audit Report No.1 2013-14
Design and Implementation of the Liveable Cities Program
Department of Infrastructure and Transport

ANAO Audit Report No.2 2013-14

Administration of the Agreements for the Management, Operation and Funding
of the Mersey Community Hospital

Department of Health and Ageing

Department of Health and Human Services, Tasmania

Tasmanian Health Organisation — North West

ANAO Audit Report No.3 2013-14
AIR 8000 Phase 2 — C-27] Spartan Battlefield Airlift Aircraft
Department of Defence

ANAO Audit Report No.4 2013-14

Confidentiality in Government Contracts: Senate Order for Departmental and Agency
Contracts (Calendar Year 2012 Compliance)

Across Agencies

ANAO Audit Report No.5 2013-14
Administration of the Taxation of Personal Services Income
Australian Taxation Office

ANAO Audit Report No.6 2013-14
Capability Development Reform
Department of Defence

ANAO Audit Report No.7 2013-14
Agency Management of Arrangements to Meet Australia’s International Obligations
Across Agencies

ANAO Audit Report No.8 2013-14

The Australian Government Reconstruction Inspectorate’s Conduct of Value for
Money Reviews of Flood Reconstruction Projects in Queensland

Department of Infrastructure and Regional Development
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Series Titles

ANAO Audit Report No.9 2013-14

Determination and Collection of Financial Industry Levies
Australian Prudential Regulation Authority
Department of the Treasury

ANAO Audit Report No.10 2013-14
Torres Strait Regional Authority — Service Delivery
Torres Strait Regional Authority

ANAO Audit Report No.11 2013-14
Delivery of the Filling the Research Gap under the Carbon Farming Futures Program
Department of Agriculture

ANAO Report No.12 2013-14
2012—-13 Major Projects Report
Defence Materiel Organisation

ANAO Audit Report No.13 2013-14

Audits of the Financial Statements of Australian Government Entities for the Period
Ended 30 June 2013

Across Agencies

ANAO Audit Report No.14 2013-14
Explosive Ordnance and Weapons Security Incident Reporting
Department of Defence

ANAO Audit Report No.15 2013-14
The Indigenous Land Corporation’s Administration of the Land Acquisition Program
Indigenous Land Corporation

ANAO Audit Report No.16 2013-14
Administration of the Smart Grid, Smart City Program
Department of the Environment

Department of Industry

ANAO Audit Report No.17 2013-14
Administration of the Strengthening Basin Communities Program
Department of the Environment
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ANAO Audit Report No.18 2013-14
Administration of the Improving Water Information Program
Bureau of Meteorology

ANAO Audit Report No.19 2013-14
Management of Complaints and Other Feedback
Australian Taxation Office

ANAO Audit Report No.20 2013-14
Management of the Central Movement Alert List: Follow-on Audit
Department of Immigration and Border Protection

ANAO Report No.21 2013-14
Pilot Project to Audit Key Performance Indicators

ANAO Audit Report No.22 2013-14
Air Warfare Destroyer Program
Department of Defence

Defence Materiel Organisation

ANAO Audit Report No.23 2013-14
Policing at Australian International Airports
Australian Federal Police

ANAO Audit Report No.24 2013-14
Emergency Defence Assistance to the Civil Community
Department of Defence

ANAO Audit Report No.25 2013-14

Management of the Building Better Regional Cities Program
Department of Social Services

Department of the Environment

ANAO Audit Report No.26 2013-14
Medicare Compliance Audits
Department of Human Services

ANAO Audit Report No.27 2013-14
Integrity of Medicare Customer Data
Department of Human Services
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Series Titles

ANAO Audit Report No.28 2013-14
Review of Child Support Objections
Department of Human Services
Department of Social Services

ANAO Audit Report No.29 2013-14
Regulation of Commonwealth Radiation and Nuclear Activities
Australian Radiation Protection and Nuclear Safety Agency

ANAO Audit Report No.30 2013-14
Administering the Code of Good Manufacturing Practice for Prescription Medicines
Department of Health

ANAO Audit Report No.31 2013-14

The Australian Electoral Commission’s Storage and Transport of Completed Ballot
Papers at the September 2013 Federal General Election

Australian Electoral Commission

ANAO Audit Report No.32 2013-14

Delivery of the Hearing Community Service Obligation
Department of Health

Department of Human Services

Australian Hearing Services

ANAO Audit Report No.33 2013-14
Indigenous Employment in Australian Government Entities
Across Agencies

ANAO Audit Report No.34 2013-14

Implementation of ANAO Performance Audit Recommendations
Department of Agriculture

Department of Human Services

ANAO Audit Report No.35 2013-14
Managing Compliance of High Wealth Individuals
Australian Taxation Office

ANAO Audit Report No.36 2013-14
The Administration of the Parliamentary Budget Office
Parliamentary Budget Office
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ANAO Audit Report No.37 2013-14
Management of Services Delivered by Job Services Australia
Department of Employment

ANAO Audit Report No.38 2013-14

Establishment and Administration of the National Offshore Petroleum Safety and
Environmental Management Authority

National Offshore Petroleum Safety and Environmental Management
Authority

ANAO Audit Report No.39 2013-14
Compliance Effectiveness Methodology
Australian Taxation Office

ANAO Audit Report No.40 2013-14
Trials of Intensive Service Delivery
Department of Human Services

ANAO Audit Report No.41 2013-14
Commercialisation Australia Program
Department of Industry

ANAO Audit Report No.42 2013-14

Screening of International Mail

Department of Agriculture

Australian Customs and Border Protection Service

ANAO Audit Report No.43 2013-14

Managing Compliance with Environment Protection and Biodiversity Conservation
Act 1999 Conditions of Approval

Department of the Environment

ANAO Audit Report No.44 2013-14

Interim Phase of the Audits of the Financial Statements of Major General Government
Sector Agencies for the year ending 30 June 2014

Across Agencies

ANAO Audit Report No.45 2013-14
Initiatives to Support the Delivery of Services to Indigenous Australians
Department of Human Services
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ANAO Audit Report No.46 2013-14
Administration of Residential Care Payments
Department of Veterans’ Affairs

ANAO Audit Report No.47 2013-14
Managing Conflicts of Interest in FMA Agencies
Across Agencies
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Australian Taxation Office

Australian Securities and Investments Commission
Department of Industry

Series Titles
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Better Practice Guides

The following Better Practice Guides are available on the ANAO website:

Administering Regulation

Implementing Better Practice Grants Administration

Human Resource Management Information Systems: Risks and controls
Preparation of Financial Statements by Public Sector Entities

Public Sector Internal Audit: An investment in assurance and business
improvement

Public Sector Environmental Management: Reducing the environmental
impacts of public sector operations

Developing and Managing Contracts: Getting the right outcome,
achieving value for money

Public Sector Audit Committees: Independent assurance and advice for
chief executives and boards

Fraud Control in Australian Government Entities

Strategic and Operational Management of Assets by Public Sector
Entities: Delivering agreed outcomes through an efficient and optimal
asset base

Planning and Approving Projects — an Executive Perspective: Setting the
foundation for results

Innovation in the Public Sector: Enabling better performance, driving new
directions

SAP ECC 6.0: Security and control

Business Continuity Management: Building resilience in public sector
entities

Developing and Managing Internal Budgets
Agency Management of Parliamentary Workflow

Fairness and Transparency in Purchasing Decisions: Probity in Australian
Government procurement

Implementation of Programme and Policy Initiatives: Making
implementation matter
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