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ABOUT THIS DOCUMENT

Purpose

This note is published in conjunction with the information note - Managing and Improving
Compliance: Recent Developments in Risk Treatment and provides a catalogue of more
innovative or unusual risk treatm ent approaches developed and applied by revenue bodieso
address non-compliance in the small and medium enterprise (SME) sector.

This catalogue should be read in conjunction with the information note which provides practical
observations of these recentrevenue body experiences, particularly in relation to reporting non -
compliance and recent progress in evaluating the outcomes of individual treatment approaches.

It has been prepared following extensive research by the Secretariat and with the assistancef
revenue bodies participating in tQomplidhoerSubm on Tax

group.

Background to the Forum on Tax Administration

Since its establishment in July 2002, the Forum on Tax Administration (FTA), a subsidiary body
of t he OmntBedos Figtal Affairs (CFA), has operated with the broadly stated mandate

¢ é é to develop effective responses to current administrative issues in a collaborative way, and
engage in exploratory dialogue on the strategic issues that may emerge in the medium to long
ter méeéeé

Ad

To carry out this mandate, the FTAO0s wgaupsdi s direct

Compliance and Taxpayer Service$ that each carry out a program of work agreed by member
countries. The Compliance Sub-group exists to provide a forum for members to:

9 periodically monitor and report on trends in compliance approaches,
strategies and activities;

1 consider and compare member compliance objectives, the strategies to
achieve those objectives and the underlying behavioural compliance models
and assumptions being used;

91 consider and compare member compliance structures, systems and
management, and staff skills and training; and

1 develop and maintain papers describing good country practices as well as
develop discussion papers on emeging trends and innovative approaches.

Caveats

National revenue bodiesface a varied environment within which they administer their taxation
system and jurisdictions differ in respect of their policy and legislative environment and their
administrative pr actice and culture. Similarly, a standard approach to tax administration may
be neither practical nor desirable in a particular instance.

The documents forming the OECD tax guidance series need to be interpreted with this in mind.

Care should alwvaysbet aken when considering a countryds practi

complex factors that have shaped a particular approach
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RISK TREATMENT EXAMPL  ES - OVERVIEW

The templates contained in this section have been provided by countries to assist in the
development of more elaborative guidance on risk treatment and evaluation strategies in
relation to Small and Medium Enterprises (SMESs) . They representpractical examples of
more innovative or unusual risk treatment strategies that have been deployed by revenue
bodies to deal with major compliance risks, primarily those intended to target non -reporting
non-compliance within th is broad population group.

As outlined within the informationnote,i t was accepted that what const.|
orunusuald ri sk tr eat mentfrommgquntryta cobntrynbatyn the sask

gr_p_upﬁs view, would Iikely entail a combination o
activities:

1  New legislated information reporting requirements;

1  New sources of information obtained under normal information gat hering powers;

1  Enhanced taxpayer education efforts;

1  New or expanded use of media/publicity;

1  New applications of technology;

1  Updated or enhanced voluntary disclosure policies (incl. amnesty-type

arrangements);
New forms of taxpayer interventions (e.g. letters, record-keeping reviews);
Revised risk assessment procedures;

Leverage based activities through stakeholder bodies (e.g. tax professionals,
industry bodies); and

1  Use of incentives or changes to sanctions.
Approach

3 To assist gatheling of the requisite information, a template questionnaire was preparedand
following pre-testing and agreement among task group countries, was issuedto all revenue
bodies (along with a practical example) that participate in the activities of the Compliance
Subgroup in early November 2007 with responses sought early in 2008. Countries were
asked to contribute at least one innovative or unusual response and were given scope to
determine what constitutes O6innovatived as this w
experiencesinthis fi el d and within their administrations?d
revenue bodieswere encouraged to provide multiple examples.

4  The research template soughtbackground information that gave rise to the development of
the risk treatment as well as an outline of the:

Obijectives or desired outcomes

Target groups for the risk treatment

Key elements of the risk treatment

The approach to measurement and evaluation

Observed impacts and where able, over what time periods

=A =4 =4 -4 4 -

Lessons learned either in development, implementation or operation.



Revenue bodieswere also asked to indicate the primary focus of the risk treatment against
one of the 4 risk domains: 1) registration ; 2) filing ; 3) reporting ; and 4) payment, and to
indicate where the risk treatment may al so have secondary influences on othercompliance
risks. This approach would enable further analysis of responses by targeted risk area.

The templates were initially catalogued and grouped by compliance risk area (Appendix 1)
and then analysed for component detail (Appendix 2) to allow common themes, points of
difference and other observations to be drawn. No alterations were made to the risk areas
indicated by countries.

This supporting information note has been structured to present findings and observations
drawn from these examples around the four individual risk areasnoted above.

Boundaries to approach

8

10

The risk treatment examples presented in this catalogue arenot intended to be a
comprehensive collection of all risk treatment strategies that may be employed by revenue
bodies, such an approach would place a significant imposition on revenue bodies and would
require both a highly structured research approach and significant analytical resource.

Rather, the examples provide a point in time snapshot of recent developments and
innovations that reflect application of the compliance risk management approach - as
presented an discussed in the previously released2004 Guidance Note Compliance Risk
Management: Managing and Improving Tax Compliance - to specific existing or emerging
compliance risks.

Similarly, the researchapproach did not seek to obtain detailed measurement or evaluation
methodologies from countries (this being the scope of the parallel work occurring in this area
during the period of th e research). Instead it sought insight to practical examples that had
been adopted or were considered in the measurement of specific risk treatments.



Il RISK TREATMENT INITIATIVE ST SUMMARY TABLES AND
EXAMPLES

Risk treatment tables

11 The tables which follow this section, present the risk treatment examples by:

=A =4 =4 -4 =

Table 1: All risk treatments by country in alphabetical order (a-z)

Table 2: Risk treatments primarily targeting registration compliance

Table 3: Risk treatments primarily targeting filing compliance

Table 4: Risk treatments primarily targeting accurate reporting compliance

Table 5: Risk treatments primarily targeting payment compliance .

12 The individual risk treatment examples, ordered by submitting member country (A -Z) follow
the tables.

Risk treat ment classification and strategy sets

13 The tables also reflect the analysis of the component features of the risk treatments as
described by the revenue bodies This analysis, based on the strategic intent of the risk
treatments, suggess that reasonably definable and discreet groups of risk treatments exist.
While many risk treatment examples were multi -faceted, each treatment was found to have a
dominant intent . These strategy sets are:

1.

Legislative, policy or revenue body process change treatments

This set of treatments encompasses activities involving changes to existing tax
laws, tax authority policies and practice statements or the introduction of new laws,
policies or practices. It can alsoinclude changes to registration or payment
obligations and prescribed forms.

Interactive assistance and decision support treatments

This set of treatments encompasses activities involving new technology based
customer self-service tools and will commonly include initiatives such as
downloadable software developed by revenue bodies,enhanced internet or other
online services including electronic filing, online help and account access and
maintenance.

Education based treatments

This set of treatments encompasses targeted education programmes primarily
aimed at selected customer groups and/or the development and distribution of
specific educational booklets and guides. Thesdnitiatives will commonly be
delivered via a range ofadvisory services, seminars and presentations, information
publications or other m edia.

Encouragement and support based treatments

This set of treatments encompasses primary front-line contact and enquiry services
and may commonly include public counters and service bureaus, contact centres,
help lines and technical services. These strategies may also include reviews of
books and records where these focus on assisting taxpayers.

Co-operative arrangement treatments

This set of treatments encompasses formal engagement and structured
relationships with 3rd parties including industr y representative groups, banksor
other financial institutes, tax agents and other government agencies. It may



include the development of protocols, heads of agreement, memoranda of
understanding, partnering for product development or co -ordinated services with
other government organisations, e.g. customs, police, or educational ministries and
institutes.

6. Pre -obligation contact  treatments
This set of treatments encompasses those activities involving pro-active contact
with taxpayers prior to the filing o f a tax return or declaration or payment and will
commonly include contacts by telephone, letter, visit, text or e-mail.

7. Reporting and withholding treatments
This set of treatments encompasses reporting requirements and withholding tax
regulations. Ini tiatives within this set are most likely to i nclude minimum
reporting or disclosure requirements, together with3rd party withholding tax
deductions and payments and may also includetreatments that seek to simply or
reduce these.

8. Intelligence gathering, e nforcement, sanctions and penalty treatments
This set of treatments encompass those activities that result in changes to the level,
focus or form of traditional intelligence, audit or collection processes or methods,
together with activities resulting in new or changed powers of enquiry, penalty
provisions, voluntary disclosure provisions, suspensions, revocations or de-
registrations. Further this treatment set may include enhanced data set exchange
provisions with other agencies or 3rd parties to allow m atching with information
held by the revenue body, and may also include development of compliance
incentives eg, certifications, amnesties, exemptions, discounts, grants or subsidies.

14 Within the tables the primary and secondary features are denoted as follows:

E indicatesthe primary feature or component of the risk treatment

E indicatessecondary features of the risk treatment.

10
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Table 1: Risk treatment initiatives i all countries ( a-z)
Risk Treatment Initiatives: All Countries - Small & Medium Enterprises x Primary Compliance Risk Targeted E Primary Feature E Secondary Features
Strategy Components
0 n s —_
g g8 5 5 |4
s o £ =) £ @
0 o3 c (<] ()
g x 3 3 o = 5]
@ 2 > = 3 S c < = -
o> | & o) 58 3 2 2 3 c 8 S ,
3 T & 3 = 2 < = [ o S a0
x| e | s gao % c 2 g < o R 52
S 5 3 S = 2] Sl 2 ° = 2 a 28
= 5 S (-] o £ = = 2 s < 5 g2
o = < -z " o0 ] S 0] oD o £ 2
2 i e Qs S5 = =] S o E2 |3 i}
= w 2 = o .2 o @ £ o =2 &5 |5 8o
T & = =D s = £ 5 oD o oD Og
[ Qe 8 o T Q 3 e 55 Q@ °CE |s2 2| <3
3 0 c Q = o s & o = o Q L2 = 8 o
i F o8 | 22| 28| 38 | &8 €5 |gg8|l g2
Country Response Title w S5 3 & 4 £ X 3 o> go |Eapl =8
1 Australia Aggressive Tax Planning Promoter Penalties, Risk Identification and Assessment x 2 E E E
2 Australia Compliance of Wealthy Individuals Booklet X E E E
3 Australia GST Free Supplies - Data Project X 2 E E E
4 Australia Legislated Information Reporting Requirements - Dynamic Forms for High Risk Taxpayers 3 X 2 E E
5 Australia Micro Enterprises and Individuals - Business Self Evaluation Tool 4 3 x 2 E E E
6  Australia Micro Enterprises and Individuals - Capital Gains Tax: Pre-Lodgment Awareness Letters 2 x 3 E
7  Australia Micro Enterprises and Individuals - Capital Gains Tax: Property Investor Pathway 3 x 2 E E
8  Australia Micro Enterprises and Individuals - Employer Obligations Longitudinal Monitoring & Revisit Programme 2 x E
9 Australia Micro Enterprises and Individuals - Personal Electronic Tax Calculator x 3 2 E E
10  Australia Micro Enterprises and Individuals - Profiling Tool X 2 E
11 Australia Micro Enterprises and Individuals - Record Keeping Strategy 4 x 3 E E E E
12 Australia Micro Enterprises and Individuals - Using Incentives to optimise vol compliance in Franchise Industry 4 x 3 E E E E
13 Australia Publication of Taxpayer Alerts x E =
14 Australia Schedul e 25a (international tax disclosures) 1 I|nx elrac|t2v]le ProdgctE E E
15 Australia Small Business Assistance Programme 4 2 X 3 E E E E
16 Australia SMS - Short Message System as Outbound Communication x 2 E E
17 Austria Implementation of Standard Audit Files X 3 2 E E
18  Austria Tax Compliance Education at Schools 4 2 x 3
19  Belgium Protocol of Co-operation against Tax Evasion i Hoxtells,|] RelsBajuragts & Caf ¢s E E
20 Canada Application & Publication of Charities Suspensions, Revocations and penalties 2 x E
21 Canada Audit and Education Programme for MUSH Sector 2 3 x 4 E E
22 Canada Books & Records Keeping Programme & Reviews x E E
23 Canada CRA Compliance Communications Strategy 3 x 4 E
24 Canada CRA Tax Alerts & News Canada Articles 4 3 X 2 E
25 Canada Canadian Business Software Stds X E E E
26 Canada Cash Economy Outreach Activities X 2 3 E E E
27 Canada Charities Partnership & Outreach Programme 2 x 3 E E E E
28 Canada Citizenship & Canada's Tax System Learning Unit 2 X 3 E E
29 Canada Compliance Research Laboratory E E
30 Canada Contract Payment Reporting System 2 3 X 4 E E E E

11
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Risk Treatment Initiatives: All Countries - Small & Medium Enterprises ¥ Primary Compliance Risk Targeted E Primary Feature E Secondary Features
Strategy Components
g 5 5
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- o} o3 £ 9} ©
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= 2 17} = =% o @
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) = < -4 [cN7] o = [} oD £ L
= ® =} T3 =34 = o 0 g9 = g 0 14
= L 2= = o2 c 8 c S o c |2c@ 3 5
= 5 Z 4§ = o gz 55 T D TS oo ©Og
LS S z 2 S Q 3 € ISBS] 29 50 |28 S T
= 25 | 28| 28| g8 | &8 2 |sgE| g8
Country Response Title il 25 & 52 [ S & S8 |EAH| 28
31 Canada Electronic Sales Suppression (ESS) 4 3 x 2 E E
32 Canada Enhancement of COMPASS (Compliance, Measurement, Profiling and Assessment System 2 X 3 E
33 Canada Get It In Writing - Customer Awareness Campaign x 2 E
34  Canada Gifting Tax Shelters i Audit, Education & Legisllatifjve |[Res[pan|se E E E E
35 Canada GST/Harmonised Sales Tax - Enhanced Registration Review (GERR) X 2 3 4 E E F
36 Canada High Risk Analysis Teams (HRAT) X 2 4 3 E E E
37 Canada Informant Leads Programme 2 2 X E E E E
38 Canada Integrated Enforcement Teams (IETs) X 2 3 4 E E
39 Canada Learning about Taxes X 3 2 4 E E
40 Canada My Business Account X 2 3 4 E E E
41 Canada Outreach Framework & NOCC X 2 E E
42 Canada Partnership Strategy 3 4 X 2 E
43 Canada SRED i Account Executive Service 2 X E E E
44 Canada SRED i Pre-claim Review 2 X E E E
45 Canada SRED i Process Review 2 X E E
46 Canada Trust Pilot Project 2 x 3 E
47 Chile Simplified Accounting System for Micro, Small, Medium Businesses x 3 2 E E E E
48 Chile Tax Education Portal for Children X 2 E E
49 Chile Tax Portal for Electronic Invoicing X E E
50  Chile VAT Annual Control x 2 3 4 E E E
51 Chile Working closely with Small Enterprise Associations x 2 4 3 E E E
52 Denmark Intelligent e-Service 2 x E E E
53 Ireland Electronic Screening and Risk Ranking of Other Non-Declared Income 2 x 3 E E
54 |reland National Construction Project 2 4 X 3 E E E E E E
55  Mexico Comprehensive Programme against Tax Evasion (PICE) 4 3 2 X E E
56  Mexico I ncome Tax return for Individuals i Preventativeg Edu8altx on2 E E E E
57  Mexico Informative Return of 3" Party Transactions - VAT 4 3 2 E E E E
58  Mexico New Model for Periodic Payment & Return Reporting Obligations x 2 3 E E E
59  Mexico Risk Model for Tax Refunds 3 2 x E E E E
60 NZ Cash Economy - Industry Partnerships 2 3 x 4 E E E

12
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Risk Treatment Initiatives: All Countries - Small & Medium Enterprises X Primary Compliance Risk Targeted E Primary Feature E Secondary Features
Strategy Components
0 n s —_
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61 NZ Internet Search Tool - Info logistics 2 X E E
62 NZ Memorandum of Understanding NZ Bankers Association - 3rd Party Information Requests X 2 E
63 NZ National Property Compliance Programme 2 3 X 4 E E E E
64 NZ Publication of Revenue (Taxpayer) Alerts x E
65 Norway Co-operation with Junior Achievement-Young Enterprise Norway & Students x 2 3 4 E E E
66 Norway Service Centre for Foreign Workers x 2 E E E E
67 Republic of Korea  Business Purpose Bank Accounts x E E E
68  Republic of Korea Cash Receipt System 2 4 X 3 E E E E
69  Republic of Korea Disclosure of the List of Taxpayers with Large Tax Debts 4 3 2 E E E
70 Republic of Korea Getting In Tune With Your Taxes Campaign X 2 E E
71 Singapore Charge on Government Special Payouts where Default on Income Tax X E E E
72 Singapore Empl oyer Deduction Schedule i Deduct Employee Talx Debt| frfom |Sal ryg & Wagels E E
73 Singapore Programmes for New and Existing GST Traders 2 | % 3 E E E E E
74 Singapore Use of 3rd Party Data to Identify GST Liabilities on Property Sales 3 2 X E E E E
75  Spain Car registration Tax - Inter-Agency Co-ordination with Traffic Administration 3 4 X 2 E E E
76  Spain Segmentation i Construction & Real Estate 2 4 X 3 E E
77 Spain Word Searches 2 4 X 3 E E
78  Sweden Cash Economy - Short Visit Programme to Restaurants and Hairdressers X 2 3 E E E E E
79  Sweden Undeclared Income - Private Sales of Antiquities via Auction Houses X 2 E E
80  Switzerland VAT Reconciliation i wusing el ectronic 6e-Decd 2 X 4 E E E
81  The Netherlands Horizontal Monitoring Programme - Newspaper & Leaflet Distributors X 2 3 E E E E
82  The Netherlands Horizontal Monitoring Protocol - Small & Medium Accounting Firms x E E E E
83  Turkey Corporate Tax, Income Tax, VAT i Enhanced Report]i gl @b|l x glaBifons E E
84 United Kingdom Disclosure Tax Avoidance Schemes X E E E
85  United Kingdom Evaluation Study of Random Enquiry Programme x E
86  United Kingdom Hotline & Helpline X 4 2 3 E E
87  United Kingdom Offshore Disclosure Arrangements X E E E E
88  United Kingdom Sharing Workflow Processes - Tax Agents x E E
89  United Kingdom Web Robot 2 x E E
9 USA Disguised & Hidden Ownership of Income 3 X 2 E E
91  USA Importer Non-Filer Identification & Measurement X 2 3 E E E E
92 USA Internet Income Probes x 2 E
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Table 2:
Country
3 Australia
14 Australia
19  Belgium
26 Canada
33 Canada
35 Canada
36 Canada
38 Canada
39 Canada
40 Canada
41 Canada
47 Chile
48 Chile
50 Chile
51 Chile
58  Mexico
65  Norway
66  Norway
70  Republic of Korea
78 Sweden
81  The Netherlands
86  United Kingdom

Risk treatment initiatives

I regist ration complia  nce

Response Title
GST Free Supplies - Data Project

Schedule 25a (international tax disclosu

Protocol of Co-operation against Tax
Cash Economy Outreach Activities

Get It In Writing - Customer Awareness Campaign

GST/Harmonised Sales Tax - Enhanced Registration Review (GERR)

High Risk Analysis Teams (HRAT)

Integrated Enforcement Teams (IETs)

Learning about Taxes

My Business Account

Outreach Framework & NOCC

Simplified Accounting System for Micro, Small, Medium Businesses

Tax Education Portal for Children

VAT Annual Control

Working closely with Small Enterprise Associations

New Model for Periodic Payment & Return Reporting Obligations
Co-operation with Junior Achievement-Young Enterprise Norway & Students
Service Centre for Foreign Workers

Getting In Tune With Your Taxes Campaign

Cash Economy - Short Visit Programme to Restaurants and Hairdressers
Horizontal Monitoring Programme - Newspaper & Leaflet Distributors
Hotline & Helpline

Eva

Strategy Components
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X 2 4 3 E E E E
X 2 3 E E E
x 2 3 4 E E E
X 2 E E E E
x 2 E E
x 2 3 E E E E E
x 2 3 E E E E
x 4 2 3 E E E
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Table 3: Risk treatment initiatives i fil ing compliance

x

Risk Treatment Initiatives Primarily Targeted at Filing Compliance Primary Compliance Risk Targeted E Primary Feature E Secondary Features

Strategy Components
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9  Australia Micro Enterprises and Individuals - Personal Electronic Tax Calculator X 3 2 E E
16  Australia SMS - Short Message System as Outbound Communication x 2 E E
17 Austria Implementation of Standard Audit Files X 3 2 E E
91  USA Importer Non-Filer Identification & Measurement x 2 3 E E E E
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Table 4: Risk treatment initiatives

N o o sN P

11
12
13
15
18
20
21
22
25
27
28
30
23
24
31
32
34
37
42
43
44
45
46
49

I accurate reporting compliance

Risk Treatment Initiatives Primarily Targeted at Reporting Accuracy

Country
Australia
Australia
Australia
Australia
Australia
Australia

Australia

Australia
Australia
Australia
Australia
Australia
Austria
Canada
Canada
Canada
Canada
Canada
Canada
Canada
Canada
Canada
Canada
Canada
Canada
Canada
Canada
Canada
Canada
Canada
Canada
Chile

Response Title

Aggressive Tax Planning Promoter Penalties, Risk Identification and Assessment
Compliance of Wealthy Individuals Booklet

Legislated Information Reporting Requirements - Dynamic Forms for High Risk Taxpayers
Micro Enterprises and Individuals - Business Self Evaluation Tool

Micro Enterprises and Individuals - Capital Gains Tax: Pre-Lodgment Awareness Letters
Micro Enterprises and Individuals - Capital Gains Tax: Property Investor Pathway

Micro Enterprises and Individuals - Employer Obligations Longitudinal Monitoring & Revisit Programme

Micro Enterprises and Individuals - Profiling Tool

Micro Enterprises and Individuals - Record Keeping Strategy

Micro Enterprises and Individuals - Using Incentives to optimise vol compliance in Franchise Industry
Publication of Taxpayer Alerts

Small Business Assistance Programme

Tax Compliance Education at Schools

Application & Publication of Charities Suspensions, Revocations and penalties

Audit and Education Programme for MUSH Sector

Books & Records Keeping Programme & Reviews

Canadian Business Software Stds

Charities Partnership & Outreach Programme

Citizenship & Canada's Tax System Learning Unit

Contract Payment Reporting System

CRA Compliance Communications Strategy

CRA Tax Alerts & News Canada Articles

Electronic Sales Suppression (ESS)

Enhancement of COMPASS (Compliance, Measurement, Profiling and Assessment System

Gi fting Tax Shelters 1 Audi t , Education & Legi
Informant Leads Programme

Partnership Strategy

SRED i Account Executive Service
SRED i Pre-cl aim Review
SRED 1 Process Review

Trust Pilot Project
Tax Portal for Electronic Invoicing

s

x Primary Compliance Risk Targeted E Primary Feature E Secondary Features
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Risk Treatment Initiatives Primarily Targeted at Reporting Accuracy X Primary Compliance Risk Targeted E Primary Feature E Secondary Features

52
53
54
56
60
61
62
63
64
67
68
73
75
76
7
79
80
82
83
84
85
87
88
89
90
92

Country
Denmark
Ireland

Ireland

Mexico

Nz

Nz

Nz

Nz

Nz

Republic of Korea
Republic of Korea
Singapore
Spain

Spain

Spain

Sweden
Switzerland

The Netherlands
Turkey

United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
USA

USA

Response Title

Intelligent e-Service

Electronic Screening and Risk Ranking of Other Non-Declared Income
National Construction Project

Income Tax return for Individuals i Preventatiyv

Cash Economy - Industry Partnerships

Internet Search Tool - Info logistics

Memorandum of Understanding NZ Bankers Association - 3rd Party Information Requests
National Property Compliance Programme

Publication of Revenue (Taxpayer) Alerts

Business Purpose Bank Accounts

Cash Receipt System

Programmes for New and Existing GST Traders

Car registration Tax - Inter-Agency Co-ordination with Traffic Administration
Segmentation i Construction & Real Estate
Word Searches

Undeclared Income - Private Sales of Antiquities via Auction Houses

VAT Reconciliation 7@ wusing el ectronic oe-
Horizontal Monitoring Protocol - Small & Medium Accounting Firms
Corporate Tax, Il ncome Tax, VAT i Enhanced

Disclosure Tax Avoidance Schemes

Evaluation Study of Random Enquiry Programme
Offshore Disclosure Arrangements

Sharing Workflow Processes - Tax Agents

Web Robot

Disguised & Hidden Ownership of Income
Internet Income Probes

Deco

Repor
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Table 5:  Risk treatment initiatives i pay ment compliance

x

Risk Treatment Initiatives Primarily Targeted at Payment Compliance Primary Compliance Risk Targeted E Primary Feature E Secondary Features

Strategy Components
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55 Mexico Comprehensive Programme against Tax Evasion (PICE) 4 2 x E E
57 Mexico Informative Return of 3" Party Transactions - VAT 4 2 | x E E E
59  Mexico Risk Model for Tax Refunds 3 2 X E E E E
69  Republic of Korea Disclosure of the List of Taxpayers with Large Tax Debts 4 3 2 x E E
71 Singapore Charge on Government Special Payouts where Default on Income Tax x E E
72 Singapore Empl oyer Deduction Schedule ¥ Deduct Emploype [Jax| Deltx ro SEl §ry &| wagefs E E
74 Singapore Use of 3rd Party Data to Identify GST Liabilities on Property Sales 3 2 X E E E E
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Australia: Aggressive tax planning (ATP), promoter penalties, revised risk identification

& assessment procedures.

Part 1

Country

Australia

Part 2

What we would like to learn

Your response

1. Namel/title of risk treatment
strategy

Aggressive Tax Planning (ATP), Promoter Penalties
Revised Risk Identification & Assessment Procedures.

2. Background to the risk
treatment

2a Description of the
background to the specific risk
treatment (e.g. why the
treatment was developed, what
evidence existed of the non-
compliance being targeted?

The use of complex tax structures and tax havens to
promote tax exploitation schemes is on the increase. A
recent study found that 67 countries and jurisdictions listed
by the International Monetary Fund (IMF) offer some form
of offshore finance facility (Errico & Musalem, 1999). In
1998, a British Parliamentary report estimated that over
USS$6 trillion was kept offshore (Edwards, 1998). This
figure is reportedly still growing (Hampton & Christensen,
2002).

The past decade in particular has seen an increasing
political emphasis on Australians investing more of their
income in superannuation, as well as other long-term
investments, as a way of securing personal financial
security in the future. With the ever increasing message to
taxpayers being O6invest for
wonder that tax planning is now starting to become
attractive to middle income earners.

In an effort to mitigate the risks posed by the promoters of
tax exploitation schemes, the Australian Government
introduced a new civil penalty regime (promoter penalty
laws) with effect from 6 April 2006. These laws are
designed to deter the promotion of tax avoidance and
evasion schemes by placing promoters of unsustainable
schemes at risk of a significant monetary penalty when
they expose their clients to scheme penalties.

The promoter penalty laws provide the Tax Office with new
tools to deter and treat the promotion of aggressive
arrangements. These new tools include Enforceable
Voluntary Undertakings (EVUSs), Federal Court imposed
injunction or pecuniary penalty.

The Promoter Penalty regime is managed and
administered by the Aggressive Tax Planning (ATP)
business line in the Tax Office.

There are four main aspects

1. Early Detection;
2. Early Warning;

3. Fair Treatment; and
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4. Firm Action.

The promotion of ATP schemes is a highly dynamic area
where many schemes and several promoters can be active
at any one time and they can quickly move on to new ATP
schemes. Therefore it was crucial to have early detection
and compliance activities to counter existing schemes and
discourage the proliferation of new and emerging schemes.

Delays in treatment may lead to the following adverse
consequences:

1 lack of early warning provided to the public about
these schemes;

1 slowness in establishing the Tax Office positions in
relation to these schemes; and

1 large numbers of participants in ATP schemes and
hence increased workload in dealing with the large
numbers of participants.

In an effort to mitigate the risks posed by the promoters of
tax exploitation schemes, the ATP Business Line has
developed a risk review framework and work procedures
hereafter called the ATP Breakthrough Strategy. The aim

of the ATP Breakthrough Strategy is to provide more robust
actionable intelligence, technical & compliance capabilities
that contribute to ATPO&s ov

2b. Was the risk treatment a
pilot, a one off event, or has the
approach been integrated as a
business as usual approach? If
a pilot, over what period did it
operate?

The ATP Breakthrough Strategy has been designed and
integrated into the broader Tax Office approach to risk
identification, assessment and treatment, and therefore is
used as the foundation for how ATP undertakes its risk
assessment and treatment activities.

3. Objectives of the risk
treatment (what were the
intended outcomes sought from
the risk treatment?

The objective of the risk treatment is to design, develop
and implement a breakthrough strategy for ATP. In
particular, develop a robust methodology (and
underpinning set of principles) that ATP staff can use to
quickly and efficiently work through intelligence that is
either too difficult for traditional approaches to deal with, or
one that provides a reliable framework for testing the
accuracy of the initial conclusions drawn from the
intelligence material.

A key aspect of the project intent was to develop a clear
decision tree which allowed ATP staff to distinguish
between real reasons and good reasons when advocating
a course of action to the Federal Court.

4. Who is the target group of
taxpayers for this risk
treatment strategy? How
large is the group?

The target group encompasses all sections of the market
from Individual to Large Market participants, however, the
specific strategies and procedures will vary somewhat
depending on the facts and circumstances of the promoters
and participants.

There is a clear business need to develop a breakthrough
strategy that focuses on tax promoters who are starting to
engage purposefully in tax avoidance schemes. The ATP
Business Line needed to develop a clear strategy that
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reacts to, harnesses and actions incoming intelligence in a
timely manner. A strategy that concentrates on taking
prompt action in relation to tax promoters who are
purposefully involved in artificial tax avoidance schemes.

This approach of early intervention would see tax
promoters with a legitimate excuse or with a mistaken
interpretation of the | aw v
positive manner and as a result, the gesture may act to
bring this otherwise honest group of tax promoters back
into the tax system voluntarily.

5. Main risk types being
treated (indicate in order of

priority)

Rank
priority for
treatment Risk type
1 Failure to correctly report liabilities
(or provide complete or accurate
information) or claim entitlements
2 Failure to pay
3 Failure to file on time
Failure to register

6. Description of the key
elements of the risk
treatment strategy (please
elaborate all features/elements
of the risk treatment strategy
(see explanation at /1),
including the need for any
special co-ordination
arrangements.

The Breakthrough Strategy (at the highest level) utilises a
methodology matrix which outlines the main processes of:

1. Promoter Identification;

2. Promoter Development;

3. Promoter Risk Review; and
4. Promoter Civil Investigations.

The above processes are underpinned (and defined) by the
necessary fABurden of Proofo

1. Initial Suspicion i Promoter Identification;

2. Reasonable Suspicion i Promoter Development;

3. Reasonable Belief i Promoter Risk Review; and

4. Balance of Probabilities i Civil Investigations.
The methodology is designed to test incoming intelligence
against the various fiel emen
of the Promoter Penalty laws. These elements are broken

down and explained in the SPECT model.

The categories of the SPECT model are as follows:

1 Scheme;

1 Promotion;

1 Entities;

1 Consideration; and
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1 Taxpayer Participation.

All the stages of the Breakthrough Strategy have been
designed with rigorous governance and assurance stage
gates which further support the integrity of ATP risk
detection and treatment activities. However, these
governance and assurance steps are scaleable (dependent
upon the nature and extent of each matter being examined)
to ensure the process is flexible enough to cope with the
different types of referrals being received. ATP is
conscious that slow action, or inaction, on the management
of the promoter referral list undermines the Tax offic e 6 s
ability to identify and address risks in a comprehensive and
integrated way, taking account of the interrelationships
between the parties concerned.

A good example of how the new risk treatment activities
are being implemented is the ATP Risk Review program.
The new ATP work processes relating to completion of
Risk Reviews, including clear criteria (with examples) of
types of promoter activity that would constitute initial or
reasonable suspicion, has resulted in earlier identification
and treatment of emerging risks related to the promotion of
Tax Exploitation Schemes.

The success of the ATP Risk Review stage to date, as part
on the ATP Breakthrough Strategy, highlights the benefits
being generated through real-time risk identification work.

7. Describe the overall
strategy for evaluating the
impact of the risk treatment
strategy, including details of
specific measures/
indicators used

The following elements can be measured and compared to
evaluate the impact of the risk treatment strategy:

1 the number of visits to promoters per year;

1 the number of new schemes for which we are
seeking information per year;

the number of early warning products per year;

the amount of time taken after publication of the
early warning product for the ATO view to be
established;

1 The number of requests for advice from taxpayers
concerning their exposure to the new laws; and

1 Intelligence concerning the extent of behavioural
and compliance changes in the marketplace and
the effect that has on promoters and participants.

8. Describe any observed
impacts of the risk treatment
strategy (please also indicate
over what time period (or at
what frequency) you are
measuring the impacts of the
strategy.)

The ATP Breakthrough Strategy commenced operation in
October 2007. As of January 2008, the identification and
prioritisation of potential promoters as significantly
increased.

In addition, there has been a marked increase in the
number and frequency of interactions with promoters as a
consequence of the ATP Breakthrough Strategy
(correspondence, telephony and one day visit treatment

plan).

9. Provide any comments,
positive or negative, that

The ATP Breakthrough Strategy results are extremely
encouraging and positive responses have been received
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reflect on the results
achieved to date with this
risk treatment strategy.

from both internal and external sources to the Tax Office
concerning the real-time responsiveness to emerging risks.

The ATP Breakthrough Strategy has facilitated more
efficient and effective use of ATP resources whilst
achieving maximum impact through systematic, targeted
Intelligence and risk treatment activities.

10. Lessons learned. (Are
there any key lessons or
observations learned from the
approach taken; if you were to
do it again what might you do
differently?)

The ATP Breakthrough Strategy has resulted in several
new concepts being tested in the ATP work environment.
Key concepts such as the ap
and Al evels of proofod to th
with real world examples to help guide decision making.
This has resulted in ATP staff being more confident in
undertaking ATP Risk Reviews and recommending
treatment activities where appropriate.

The concept of Afit for pur
has been widely adopted by ATP staff and stems from the
approach taken in the ATP Breakthrough Strategy. That is,
the idea of obtaining the appropriate type and amount of
intelligence required to meet the relevant burden of proof.
This approach has resulted in the rapid identification and
treatment of emerging risks, and has ensured those
matters which require escalation to a more detailed Risk
Review and/or Civil Investigation stage happen in a timely
manner.

This new approach is continually being refined to improve
the real world examples that cover the application of the
methodology in the real world environment covering
common problems encountered following feedback
received from contact with promoters.

(1. Arisk treatment strategy can include multiple elements e.g. legislation; help/education initiatives; additional
services; new information sources; use of media and /or enhanced technology; new forms of verification/ enforcement;

and collaboration with other agencies.)
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Australia: Compliance of wealthy individuals booklet

Part 1

Country

Australia

Part 2

What we would like to learn

Your response

1. Namel/title of risk treatment
strategy

Compliance of Wealthy Individuals Booklet

2. Background to the risk
treatment

2a Description of the
background to the specific risk
treatment (e.g. why the
treatment was developed, what
evidence existed of the non-
compliance being targeted?

Most wealthy individuals are not tax law sophisticates. The
booklet has been designed to allow wealthy individuals to
undertake some governance in respect of their tax affairs.
It highlights what attracts our attention and also provides a
series of questions a wealthy individual can ask their
advisor to ensure their tax affairs are on a good footing.

Advisors of wealthy individuals are provided with in depth
descriptions of the risk assessment and audit practices to
contribute to the openness and transparency of the tax
system.

The booklet also describes the outcomes achieved by the
audit program of wealthy individuals over its eleven year
history which contribute to community confidence more
generally.

2b. Was the risk treatment a
pilot, a one off event, or has the
approach been integrated as a
business as usual approach? If
a pilot, over what period did it
operate?

The actual production of a booklet is a one off event.
However, associated with this initiative is the development
of a website for wealthy individuals and their advisors which
will provide regular updates to the booklet.

3. Objectives of the risk
treatment (what were the
intended outcomes sought from
the risk treatment?

The objectives are as follows:-
1 Improving compliance of the wealthy

9 Establishing and maintaining high standards of
governance and propriety in their tax affairs.

1 Openness and transparency of process to improve
voluntary compliance

1 Maintaining the integrity of the tax system

4. Who is the target group of
taxpayers for this risk
treatment strategy? How large
is the group?

Wealthy individuals. The Australian Taxation Office defines
a wealthy individual to be a resident individual who together
with associates effectively control $30 million in net wealth.
Given this definition the ATO has currently identified
approximately 1,250 wealthy individuals. (Entities controlled
by these individuals are also reviewed)

5. Main risk types being
treated (indicate in order of

priority)

Rank
priority Risk tvpe
for yp
treatment
Failure to register
2 Failure to file on time
1 Failure to correctly report liabilities (or provide

complete or accurate information) or claim

24




Managing and Improving Comp liance: Recent Developments in Compliance Risk Treatment

entitlements

Failure to pay

6. Description of the key
elements of the risk treatment
strategy (please elaborate all
features/elements of the risk
treatment strategy (see
explanation at /1), including the
need for any special co-
ordination arrangements.

The key elements are;
1 The production of a booklet

1 The establishment of consultancy arrangements
with prominent advisors of wealthy individuals

The establishment of a website

1 A strategy for engaging wealthy individuals in
monitoring their tax affairs and ensuring the quality
of advice they are given. (this includes a letter from
the Commissioner and a pamphlet outlining key
governance questions)

7. Describe the overall
strategy for evaluating the
impact of the risk treatment
strategy, including details of
specific measures/indicators
used

Effectiveness measures are in the process of being
developed. This will include a measure reviewing voluntary
compliance.

8. Describe any observed
impacts of the risk treatment
strategy (please also indicate
over what time period (or at
what frequency) you are
measuring the impacts of the
strategy.)

Advisors have welcomed the initiative and provided positive
feedback on the booklet. They were also consulted and
helped co-design the process for engaging wealthy
individuals.

The success of the project will be reviewed via the
consultancy arrangements now established with advisors.
Review of the impact of voluntary compliance will be on-
going.

Feedback from advisors will be on-going. This will
contribute to improvement in processes and a better
working relationship with those in the accounting and legal
professions.

Improved work processes will lead to increased interaction
with advisors and more points where a potential tax risk
might be alleviated.

9. Provide any comments,
positive or negative, that
reflect on the results achieved
to date with this risk
treatment strategy.

Refer 8 above.

10. Lessons learned. (Are
there any key lessons or
observations learned from the
approach taken; if you were to
do it again what might you do
differently?)

Consultancy, collaboration and co-design with advisors has
been fruitful. It is anticipated that on the launch of the
booklet there will little public criticism of the initiative.

(1. A risk treatment strategy can include multiple elements e.g. legislation; help/education initiatives; additional
services; new information sources; use of media and /or enhanced technology; new forms of verification/ enforcement;

and collaboration with other agencies.)
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Australia: GST-Free supplies, data project

Part 1

Country

Australia

Part 2

What we would like to learn

Your response

1. Namel/title of risk
treatment strategy

GST-Free Supplies, Data Project

2. Background to the risk
treatment

2a Description of the
background to the specific
risk treatment (e.g. why the
treatment was developed,
what evidence existed of the
non-compliance being
targeted?

Australian Customs Service (ACS) holds information on GST-
free supplies. This has not previously been used / available
as a source of information.

The analysis of the GST-free data from ACS in comparison
with the information from ACS should enable us to determine:

1. Transfer Pricing: whether entities have completed
their income tax return schedule for their related party
dealings and if there is any non compliance with
transfer pricing provisions.

2. Income reporting: whether the income from GST-free
export has been adequately reported in their income
tax returns for the relevant years.

2b. Was the risk treatment a
pilot, a one off event, or has
the approach been integrated
as a business as usual
approach? If a pilot, over
what period did it operate?

Currently, this is a pilot to use an external database to
determine the level of risk. It is expected that this will become
an active compliance review pilot and than become a
business as usual approach if the effectiveness of the data is
determined and the risks confirmed

3. Objectives of the risk

treatment (what were the
intended outcomes sought
from the risk treatment?

Our primary objective is to determine the level of risk posed
by the clients who are making GST-free exports.

Where future active compliance for these clients is conducted
we expect an increase in the lodgement of income tax returns
and/or an increase in taxable income for these clients. We
also expect that an increase in the number of permanent
establishments lodging tax returns would also result in
increased transfer pricing reporting.

4. Who is the target group
of taxpayers for this risk
treatment strategy? How
large is the group?

Clients lodging income tax returns in Australia being cross
checked with clients claiming GST T free exports with the
ACS.

5. Main risk types being
treated (indicate in order of

priority)

Rank
priority
for Risk type
treatment
1 Failure to register - (Lodge)
Failure to file on time
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What we would like to learn

Your response

2 Failure to correctly report liabilities (or provide
complete or accurate information) or claim
entitlements

Failure to pay

6. Description of the key
elements of the risk
treatment strategy (please
elaborate all
features/elements of the risk
treatment strategy (see
explanation at /1), including
the need for any special co-
ordination arrangements.

Data collection (internal and external) and comparative
analysis to determine the extent of risk and level of
discrepancy.

Collaboration with Australian Customs Service, a separate
Government entity.

7. Describe the overall
strategy for evaluating the
impact of the risk treatment
strategy, including details
of specific measures/
indicators used

If there is an increase in income reporting via specific income
tax return labels.

If there is an increase in lodgement of returns

8. Describe any observed
impacts of the risk
treatment strategy (please
also indicate over what time
period (or at what frequency)
you are measuring the
impacts of the strategy.)

Will be decided following completion of the project but would
expect a trend of increase in income reporting.

9. Provide any comments,
positive or negative, that
reflect on the results
achieved to date with this
risk treatment strategy.

Positive:

The opportunity to test the use of external data for
international transactions is seen as an attractive and
innovative alternative to past reliance on in-house data.

Negative:
Customs database lacks Tax Identification Number (TIN) for

clients to be matched with in-house data. There is no 100%
confidence match of clients.

10. Lessons learned. (Are
there any key lessons or
observations learned from the
approach taken; if you were
to do it again what might you
do differently?)

Not yet assessed.

(1. Arisk treatment strategy can include multiple elements e.g. legislation; help/education initiatives; additional
services; new information sources; use of media and /or enhanced technology; new forms of verification/ enforcement;

and collaboration with other agencies.)
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Australia: Legislated information reporting requirements / dynamic (expanded) tax
return form for high risk taxpayers

Part 1

Country

Australia

Part 2

What we would like to learn

Your response

1. Namel/title of risk treatment
strategy

Legislated information reporting requirements /
Dynamic (Expanded) Tax Return Form for High Risk
Taxpayers

2. Background to the risk
treatment

2a Description of the
background to the specific risk
treatment (e.g. why the
treatment was developed, what
evidence existed of the non-
compliance being targeted?

High Wealth Individuals, Closely Held Private Groups or
other high risk taxpayers represent client groups for which
the ATO has specific interests in respect of the risk they
might pose to the revenue.

Through our ordinary tax return data, there is a lack of good
information about some of the activities associated with
these client groups generally.

Improved information about risks will enhance audit case
selection processes and provide a more targeted approach
to active compliance.

We can obtain this additional information by using existing
legislative provisions for lodgement or the provision of
additional information in a format required by the
Commissioner.

2b. Was the risk treatment a
pilot, a one off event, or has the
approach been integrated as a
business as usual approach? If
a pilot, over what period did it
operate?

A requirement to lodge an expanded return form for high
wealth individuals (selected as high risk) has been in place
for 10 years. Thsizesfitstandd 6baemp
across a full suite of risk topics and questions.

The process has improved compliance but the form has
become an onerous task to complete.

Based on this, we are seeking to integrate this experience
into an improved product within a business as usual
approach that has office wide potential rather than remain
limited to high wealth individuals as is currently the
situation.

3. Objectives of the risk
treatment (what were the
intended outcomes sought from
the risk treatment?

The intention is that high risk taxpayers will be required to
provide addition information via a standard tax return form
with additional schedules or a requirement to provide
additional information post lodgement may also be required.
This additional information will improve compliance at
lodgement, improve risk assessment processes and reduce
unnecessary audit activity.

4. Who is the target group of
taxpayers for this risk
treatment strategy? How

Any identified high risk taxpayer.
Generally it will apply to:
1 High Wealth Individuals (>$30M net assets) i 1,200
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large is the group?

HWI 6s with 20,000 entiti

1 Closely Held Private Groups 7 ($2M>$250M
turnover) i 33,000 groups with 67,000 entities

It is scalable to any taxpayer population.

5. Main risk types being
treated (indicate in order of

priority)

Rank

priority for Risk type

treatment
Failure to register
Failure to file on time
Failure to correctly report liabilities (or provide
complete or accurate information) or claim
entittements

2 Failure to pay

6. Description of the key
elements of the risk treatment
strategy (please elaborate all
features/elements of the risk
treatment strategy (see
explanation at /1), including the
need for any special co-
ordination arrangements.

1. Data matching and risk assessment process identify
high risk taxpayers within the taxpayer population.

2. High risk taxpayers are advised of a requirement to
provide additional information at or post lodgement.

3. Additional information requested is tailored to seek
information about the specific identified or perceived
risks.

4. Additional information improves risk assessment and
audit case selection processes.

5. Audit activity is managed as a result of a more focused
approach.

7. Describe the overall
strategy for evaluating the
impact of the risk treatment
strategy, including details of
specific measures/indicators
used

It is envisaged that the Risk Management Team will analyse
and measure the:

1 effectiveness of taxpayer identification,
timely lodgement of the information requested

number of audit cases commenced as a result of
additional information

revenue improvements from audits

parts of income tax returns that represent the

8. Describe any observed
impacts of the risk treatment
strategy (please also indicate
over what time period (or at
what frequency) you are
measuring the impacts of the
strategy.)

highest risk
The current strategy hassize-e (
fitssal | 6 attached schedul ersostafp

compliance and a non-automated electronic response to
data capture and use is in place.

The current process is being maintained until an improved
electronic solution is available for 2009. At this time
additional application of the product will be decided and
implemented to address wider risks across different
taxpayer populations.

Impacts on the risk treatment strategy will not commence
until 2009 and can be measured there-after.

9. Provide any comments,

The current product is being maintained across a very low
number of taxpayers due to its un-popular user reaction and
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positive or negative, that
reflect on the results
achieved to date with this risk
treatment strategy.

a Owizeditssal | 6 approach to taxp

A tailored approach of selecting specific identified risks for
which information is required will improve cost of
compliance for taxpayers and provide a more targeted and
measurable approach to risk assessment.

Electronic solutions to information gathering and flow to
individual cases and overall systemic risk assessment of
populations will be enhanced.

Our ability to electronically accept taxpayer documents
viewable within our case managements systems will be a
considerable improvement over current processes.

10. Lessons learned. (Are
there any key lessons or
observations learned from the
approach taken; if you were to
do it again what might you do
differently?)

A build and design project is at the stage of development
and lessons from the current product have been taken into
consideration to the improved product.

(1. Arisk treatment strategy can include multiple elements e.g. legislation; help/education initiatives; additional
services; new information sources; use of media and /or enhanced technology; new forms of verification/ enforcement;

and collaboration with other agencies.)
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Australia: Micro enterprises and individuals - business self evaluation tool

Part 1

Country

Australia

Part 2

What we would like to learn

Your response

1. Namel/title of risk treatment
strategy

Micro Enterprises and Individuals: Business self
evaluation tool

2. Background to the risk
treatment

2a Description of the
background to the specific risk
treatment (e.g. why the
treatment was developed, what
evidence existed of the non-
compliance being targeted?

The concept of a self evaluation tool for small business
came from the development of industry based tax best
practice guides. These guides and the self evaluation
concept were developed as a result of recommendation
from the Cash Ec omn260®repoi. arstikl
feedback from users in the building and construction
industry of a paper based product was positive. This view
was supported by other industry forums.

2b. Was the risk treatment a
pilot, a one off event, or has the
approach been integrated as a
business as usual approach? If
a pilot, over what period did it
operate?

A prototype has been developed and received some
positive and constructive feedback from small businesses
representatives

The Business self evaluation tool is currently being
developed and is intended to be completed and available to
small business before 1 July 2009.

3. Objectives of the risk
treatment (what were the
intended outcomes sought from
the risk treatment?

The objective of the product is to raise small business
awareness of their business practices and tax compliance
level and to provide a sense of assurance to those with
good practices that they are meeting their tax obligations
and are considered a low compliance risk.

For those businessesthatar e of f t he o6ri g
through a lack of understanding of their tax obligations or
otherwise, the aim is to encourage and provide information
that will assist them to take the necessary steps to get back
on track.

4. Who is the target group of
taxpayers for this risk
treatment strategy? How large
is the group?

The primary target group is all small businesses with less
than AUD$2 million turnover.

5. Main risk types being
treated (indicate in order of

priority)

Rank
priority for Risk type
treatment
4 Failure to register
3 Failure to file on time
1 Failure to correctly report liabilities (or provide
complete or accurate information) or claim
entittements
2 Failure to pay

6. Description of the key
elements of the risk treatment

The intent of this project is to design a tool that will
assist small businesses self evaluate their business

The Cash Economy Task Force was first established by the Commissioner of Taxation in November 1996

to examine compliance issues and to develop responses to address the cash economy.

31




Managing and Improving Comp liance: Recent Developments in Compliance Risk Treatment

strategy (please elaborate all
features/elements of the risk
treatment strategy (see
explanation at /1), including the
need for any special co-
ordination arrangements.

practices and ability to meet their tax obligations.
The tool will:

1 provide information on characteristics and practices
which are common in the operation of a successful
business,

1 identify areas of their business where better
practices can be implemented,

1 identify areas where they can improve their ability
to meet their taxation obligations,

9 provide a report and measure (score) how their
current practices compare against recommended
practices

1 provide information on how to improve their
business and tax practices, and

9 detail potential consequences of not following
recommended practices and not complying with
their tax obligations

If a business implements the recommendations of the
report and improves their business practices, they will
have improved their ability to meet their tax obligations.
This will increase their level of voluntary compliance.

For those businesses that meet all recommended
practices, the report will provide them with a level of
assurance and certainty that they have adequate
business processes in place. Also, it will provide
confidence that they will be considered a low
compliance risk by the Australian Taxation Office and
therefore less likely to be selected for compliance action.

7. Describe the overall
strategy for evaluating the
impact of the risk treatment
strategy, including details of
specific measures/indicators
used

One of the main measures will be the take-up rate of the
product, supplemented by surveys and actual field
intelligence on the impacts the tool has in influencing
compliance behaviour.

8. Describe any observed
impacts of the risk treatment
strategy (please also indicate
over what time period (or at
what frequency) you are
measuring the impacts of the
strategy.)

The tool is still at its development stage and therefore
unable to comment on any observed impacts.
Nevertheless there were strong supports from consultation
with industry representatives.

9. Provide any comments,
positive or negative, that
reflect on the results achieved
to date with this risk
treatment strategy.

While the concept for this tool is supported, there is
conjecture about whether the focus of the tool was on
compliance and therefore the name may need to change.
Al so, if the tool is about
then perhaps the tool should be developed / promoted by
the Office of Small Business” rather than the Australian
Taxation Office.

The Office of Small Business is a Federal Agency which serves as a focal point for the development and
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10. Lessons learned. (Are Whilst taxpayers are comfortable with accessing the

there any key lessons or Australian Taxation Office website and downloading useful
observations learned from the information and tools, user testing of other electronic
approach taken; if you were to products suggests that majority of taxpayers still have

do it again what might you do concerns interacting with the Australian Taxation Office
differently?) online in a real time basis. Electronic tool such as this will

be more acceptable if it is a downloadable product rather
than an online interactive tool.

However there is also suggestion that if it is a compliance
tool, the results should be channelled back to the Office.
This conflict will be further explored during consultation and
user testing of the product.

(1. Arisk treatment strategy can include multiple elements e.g. legislation;
help/educabn initiatives; additional services; new information sources; use of media
and /or enhanced technology; new forms of verification/ enforcement; and
collaboration with other agencies.)

consideration of small business issue within the Australian Government.
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Australia: Micro enterprises and individuals - Capital Gains Tax: pre-lodgement

awareness letters

Part 1

Country

Australia

Part 2

What we would like to learn

Your response

1. Namelftitle of risk treatment
strategy

Capital Gains Tax: Pre Lodgement (return filing)
Awareness Letters

2. Background to the risk
treatment

2a Description of the background
to the specific risk treatment (e.qg.
why the treatment was
developed, what evidence existed
of the non-compliance being
targeted?

Property ownership continues to increase, particularly with
investors who may not have a sophisticated understanding
of Capital Gains Tax. External data obtained from the
Offices of State Revenue indicates increases in both
acquisition and disposal of property and the non disclosure
or under reporting in tax returns.

Additional funding was provided to improve compliance in
the individual market relating to Capital Gains Tax
compliance. This funding would enable an increase of
audit activities as well as collect additional revenue.

The strategy included a commitment to increase coverage
and awareness of capital gains tax by utilising a mix of Pre
Lodgement Awareness Letters, Education Letters and
Audits.

2b. Was the risk treatment a pilot,
a one off event, or has the
approach been integrated as a
business as usual approach? If a
pilot, over what period did it
operate?

The strategy was developed to tailor a response aimed at
increasing awareness of capital gains tax. The use of Pre
Lodgement Awareness letters has become part of the
business as usual approach adopted to meet this
requirement.

3. Objectives of the risk
treatment (what were the
intended outcomes sought from
the risk treatment?

The aim of the pre-lodgement strategy is to improve
voluntary compliance by prompting the taxpayer to return
any capital gain in their tax return.

The letter seeks to advise taxpayers of their possible
capital gains tax obligations arising from the disposal of
property before they lodge their return.

4. Who is the target group of
taxpayers for this risk
treatment strategy? How large
is the group?

Information has been made available from property data
received from the Offices of State Revenue. This data is
also used to select cases for audit or risk reviews.

For the 2007/2008 financial year, the target group of 6,000
had:

9 sold property during the 2006 financial year and

1 metthe pre-set dollar value potential capital gain.

5. Main risk types being treated
(indicate in order of priority)

Rank Risk type
priority for
treatment
Failure to register
2 Failure to file on time
1 Failure to correctly report liabilities (or
provide complete or accurate information) or
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claim entitlements

3 Failure to pay

6. Description of the key
elements of the risk treatment
strategy (please elaborate all
features/elements of the risk
treatment strategy (see
explanation at /1), including the
need for any special co-ordination
arrangements.

Data matching: Third party investment property sales were
name matched to Tax Office data.

Pre issue letters:

1 educational letters are sent to new real property
investors to raise awareness of their capital gains tax
and rental obligations. These letters include marketing
and education brochures designed to build an
understanding of their capital gains tax and rental
obligations, and

1 pre-lodgement advisory letters are sent to remind
taxpayers they may have a capital gains tax liability
when disposing of property.

ThePrecLodgement Letters are s
residential address. A letter is also sent to the registered
tax agent along with a list of their affected clients and a
copy of the letter sent directly to the taxpayer.

This strategy has been published in the current and prior
two years compliance program.

7. Describe the overall strategy
for evaluating the impact of the
risk treatment strategy,
including details of specific
measures/ indicators used

A control group has been established and lodgements for
the targeted taxpayer group and control group have been
monitored.

During the latter part of the 2007/2008 financial year we will
undertake a process of checking to ensure that taxpayers
have, in fact, correctly returned a capital gain. A sample
will be drawn from the targeted population and referred for
audit. The results of these interventions will be used to
develop future strategies.

8. Describe any observed
impacts of the risk treatment
strategy (please also indicate
over what time period (or at what
frequency) you are measuring the
impacts of the strategy.)

For 2006/2007, 71% of taxpayers who received a pre-
lodgement letter declared a capital gain as opposed to 46%
who did not. Outstanding returns are 6% higher for those
taxpayers who did not receive a letter.

This resulted in an estimated $6.8 million in additional
revenue from the 5,200 targeted individuals.

9. Provide any comments,
positive or negative, that reflect
on the results achieved to date
with this risk treatment
strategy.

A full evaluation of this project will be undertaken in 2008.
However, it is estimated that the pre-lodgement advisory
letters in part contributed to an increase in the number of
taxpayers who declared a capital gain in the 2005/2006
financial year. (18% higher than the previous year.)

10. Lessons learned. (Are there
any key lessons or observations
learned from the approach taken;
if you were to do it again what
might you do differently?)

This strategy could be extended to non individual taxpayers
and other third party data, once the data matching
capability exists.

The letter has been refined over time to include additional
educational content covering the common problems
encountered following feedback received from taxpayers
and our staff.

We have moved to a combined rental/capital gains
education letter approach in the 2007/2008 financial year
recognising the importance of bringing together timely
information regarding these related obligations to our
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identified finew to rentalo

Our tax agents report they appreciate obtaining a list of all
affected clients rather than a separate letter per client.

We need to improve the recording and capture of incoming
calls by our call centres. At present we do not record the
identity of callers who received a pre lodgement letter and
have subsequently sought advice from our call centres.
This would enable more effective monitoring of the project.

(1. Arisk treatment strategy can include multiple elements e.g. legislation; help/education initiatives; additional
services; new information sources; use of media and /or enhanced technology; new forms of verification/ enforcement;
and collaboration with other agencies.)
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Australia: Micro enterprises and individuals - Capital Gains Tax: property investors

taxpayer user pathway

Part 1

Country

Australia

Part 2

What we would like to learn

Your response

1. Namel/title of risk treatment
strategy

Micro Enterprises and Individuals: Capital gains tax:
Property investors taxpayer user pathway

2. Background to the risk
treatment

2a Description of the background
to the specific risk treatment (e.qg.
why the treatment was
developed, what evidence existed
of the non-compliance being
targeted?

Property ownership continues to increase, particularly with
investors who may not have a sophisticated understanding
of Capital Gains Tax (CGT). Early research in 2004
established a baseline measure of taxpayer awareness of
Capital Gains Tax at a low 10%. Additional funding was
provided to improve compliance in the investor market
relating to Capital Gains Tax compliance. The funding
enabled an increase of audit activities as well as the
collection of additional revenue.

A strategy was developed to raise the awareness and
understanding of Capital Gains Tax for property investors
by disseminating information through key property
intermediaries. To identify which intermediaries would
provide the greatest leverage opportunities, a user pathway
was developed for property investors.

A taxpayer user pathway is a representation of the
taxpayersd experiences(.atouwh
points) with government departments and service
providers. The property investors user pathway describes
the needs of taxpayers throughout their investment
interactions and identifies possible opportunities for the
Australian Taxation Office to engage intermediaries at key
stages of the investment lifecycle:

1. Thinking of investing

Research

Decide to invest

Acquiring property

Holding property

Thinking of disposing of the property
Research

Decide to dispose of the property

© © N o g A~ W DN

Disposal

Asaresultofdevel opi ng a property
pathway, relationships were developed and nurtured with
the Real Estate Institutes of each state and territory; the
Defence Housing Authority and the Financial Planners
Association, and development of 26 products i all tested
with taxpayers.
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2b. Was the risk treatment a pilot,
a one off event, or has the
approach been integrated as a
business as usual approach? If a
pilot, over what period did it
operate?

The strategy was developed to tailor an integrated
Australian Taxation Office response aimed at increasing
awareness of Capital Gains Tax that would influence
compliance behaviour.

The use of taxpayer user pathways has now become part
of the business as usual approach and is an integral first
step adopted in the development of marketing and
communication strategies.

3. Objectives of the risk
treatment (what were the
intended outcomes sought from
the risk treatment?

The intent is to reach taxpayers with Capital Gains Tax
obligations through identified intermediaries at the point in
time closest to acquisition. Focus is on providing taxpayers
with the right information at the right time through
intermediaries to ensure taxpayers have easy access to
information aiding them to accurately self assess their tax
obligations.

4. Who is the target group of
taxpayers for this risk
treatment strategy? How large
is the group?

Taxpayers, who currently own, recently disposed of (last 2
years) or are intending to purchase an investment property.

Over 1.3 million taxpayers (2005-06 data)

5. Main risk types being treated
(indicate in order of priority)

Rank Risk type
priority for
treatment
Failure to register
3 Failure to file on time
1 Failure to correctly report liabilities (or
provide complete or accurate information) or
claim entitlements
2 Failure to pay

6. Description of the key
elements of the risk treatment
strategy (please elaborate all
features/elements of the risk
treatment strategy (see
explanation at /1), including the
need for any special co-ordination
arrangements.

The process allowed us to develop targeted products
relevant to the significant stages of the lifecycle, highlighted
the gaps and shortcomings in the products, tools and
services. This enabled the development of a
comprehensive product suite. Previously the Australian
Taxation Office approach has been to develop independent
generic products from an internal perspective. This has
resulted in unintended consequences; some tensions and
contradictions between processes and policy objectives;
and an array of products and services that may or may not
be reaching their intended audiences with a consistent
message.

7. Describe the overall strategy
for evaluating the impact of the
risk treatment strategy,
including details of specific
measures/ indicators used

Simple quantitative metrics to evaluate the relationships
included the number of Australian Taxation Office products
ordered by the intermediary members to pass on to
taxpayers.

The number of alternate requests from intermediaries for
information.

External research canvassing taxpayers about their
awareness of Capital Gains Tax and where they received
their tax information from.

8. Describe any observed
impacts of the risk treatment
strategy (please also indicate
over what time period (or at what

1 31% increase in number of taxpayers declaring
Capital Gains Tax and additional revenue attributed
to marketing and education activity of $262 million.
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frequency) you are measuring the
impacts of the strategy.)

Development of an additional 26 electronic and
paper products that were co-designed and user
tested with the taxpayer.

630% increased usage of existing core publications
represented by unprecedented uptake of new
products.

35% increase in awareness levels of Australian
Taxation Office products and services

64% increase in web-hits to the top 10 Capital
Gains Tax-related pages

27% reduction in Private Binding Ruling3 requests
for main residence exemption

Delivery of 69 property seminars to 1,978 real
estate agents

90% of taxpayers would recommend Australian
Taxation Office products to family and friends
thereby providing endorsement and satisfaction of
the products

9. Provide any comments,
positive or negative, that reflect
on the results achieved to date
with this risk treatment
strategy.

It has highlighted the importance and value adds to
developing an effective marketing and education strategy to
a project.

10. Lessons learned. (Are there
any key lessons or observations
learned from the approach taken;
if you were to do it again what
might you do differently?)

When engaging with an intermediary, an investment of time
and assistance must be provided to ensure the relationship
is maintained and nurtured. We must look at what value
we can add to the intermediary core business and We must
be prepared for a long-term relationship.

(1. Arisk treatment strategy can include multiple elements e.g. legislation; help/education initiatives; additional
services; new information sources; use of media and /or enhanced technology; new forms of verification/ enforcement;

and collaboration with other agencies.)

personal circumstances

Taxpayer requests for opinions from the Australian Taxation Office on the application of tax laws to their
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Australia: Micro enterprises and individuals - employer obligations longitudinal

monitoring and revisit strategy

Part 1

Country

Australia

Part 2

What we would like to learn

Your response

1. Namel/title of risk treatment
strategy

Micro Enterprises and Individuals - Employer
obligations longitudinal monitoring and revisit strategy

2. Background to the risk
treatment

2a Description of the
background to the specific risk
treatment (e.g. why the
treatment was developed, what
evidence existed of the non-
compliance being targeted?

We conduct audits of taxpayers who fail to report employer
obligations (pay as you go withholding from salary and
wages and payment of mandatory superannuation). This
strategy was developed to explore how effective these
audits are in generating sustained improvements in
reporting compliance, and where taxpayers do not improve,
explore reasons and collect information to help in designing
more effective audit processes or other interventions that
will deliver better longer term outcomes.

2b. Was the risk treatment a
pilot, a one off event, or has the
approach been integrated as a
business as usual approach? If
a pilot, over what period did it
operate?

The strategy was implemented as a pilot project. However,
due to its success it has become a standard business
approach. Longitudinal monitoring has operated over a
three year period and revisiting lapsed compliers operated
for six months in the pilot phase before being implemented
into ongoing practices.

3. Objectives of the risk
treatment (what were the
intended outcomes sought from
the risk treatment?

Evaluate the effectiveness of single short visit audits in
generating sustained improvements in compliance and
understand the reasons and drivers behind the behaviour
of taxpayers who either continue not to comply after an
audit or who relapse within a short time.

4. Who is the target group of
taxpayers for this risk
treatment strategy? How
large is the group?

The longitudinal monitoring is of all taxpayers visited by
employer obligations audit since October 2004. Currently
this is about 9000 taxpayers. The revisit audits are targeted
at taxpayers from within this group who show subsequent
non compliance with their reporting obligations. This group
is about 1500. The pilot project revisited approximately
150.

5. Main risk types being
treated (indicate in order of

priority)

Rank
priority for Risk type
treatment
n/a Failure to register
2 Failure to file on time
1 Failure to correctly report liabilities (or
provide complete or accurate information) or
claim entitlements
n/a Failure to pay

6. Description of the key
elements of the risk
treatment strategy (please

All taxpayers, who are subject to an employer obligations
audit, have their details entered into a data base that also
contains information on their original compliance problems.
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elaborate all features/elements
of the risk treatment strategy
(see explanation at /1),
including the need for any
special co-ordination
arrangements.

Data is added to the data base on their continuing
behaviour in reporting their obligations. A control group of
matched taxpayers who were not audited is also monitored
for comparison and to eliminate movements in compliance
which may occur across the board. Taxpayers who show
subsequent non-reporting are selected for a revisit (repeat
audit). Data is captured about why the taxpayer has not
improved their compliance despite being audited.

Since implementation as business as usual, all audited
taxpayers are being warned that their subsequent
compliance is being monitored closely and that they will be
revisited if they fail to report their obligations. Strategies are
in place to respond to continued non-compliance. These
range from referral to help and assistance programs where
the taxpayer is in need to stronger compliance responses
where no effort is being made to comply.

7. Describe the overall
strategy for evaluating the
impact of the risk treatment
strategy, including details of
specific measures/
indicators used

Longitudinal monitoring measures the effectiveness of the
original audit in generating sustained compliance with
reporting obligations. The effectiveness of subsequent
interventions are also measured through ongoing
monitoring. Cost benefit can be calculated from standard
data captured about the time and costs of conducting field
visits.

8. Describe any observed
impacts of the risk treatment
strategy (please also indicate
over what time period (or at
what frequency) you are
measuring the impacts of the
strategy.)

Longitudinal monitoring established that the original audit
was effective in generating longer term compliance in
about 85% of cases. However for those who did not
improve, the revisit strategy showed that many had poor
attitudes to compliance and had made no effort to improve.
Many were surprised to be re-contacted so soon. The
project discovered a common belief that audits were an
infrequent event and that once audited it would be years
before another contact was likely. Since implementing as
business as usual, not enough time has elapsed to be able
to measure the effectiveness of a subsequent contact.

9. Provide any comments,
positive or negative, that
reflect on the results
achieved to date with this
risk treatment strategy.

The median amount of revenue per case from revisit audits
was less than for first visit cases, because the non-
compliance usually had not been as longstanding as in the
original audit. However, the case time was reduced
because recent contact with the taxpayer meant that
profiling details were likely to still be valid and there were
less reporting periods for the auditor to review.

10. Lessons learned. (Are
there any key lessons or
observations learned from the
approach taken; if you were to
do it again what might you do
differently?)

The strategy clearly showed that for some taxpayers a
single contact is insufficient motivation to make them
change their compliance behaviours. Some businesses
were in difficulty and a prompt re-contact prevented the
unreported amounts from escalating. It also showed that
we need to differentiate responses for taxpayers who
choose not to comply and for those who would do so but
for various difficulties 7 such as economic or personal
adverse events. It also showed that it is very difficult to
distinguish between these two groups on the basis of
information routinely collected through tax administration.

The best identified indication so far is an assessment by
the auditor at the time of the original audit on the likely
longer term outcomes for the particular taxpayer. The
experience and competency of the auditor have a huge
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impact on the value of such an assessment. We are
monitoring this and further researching into how we can
better differentiate and respond appropriately to our
taxpayersd compliance stanc

(1. Arisk treatment strategy can include multiple elements e.g. legislation; help/education initiatives; additional
services; new information sources; use of media and /or enhanced technology; new forms of verification/ enforcement;
and collaboration with other agencies.)
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Australia: Micro enterprises and individuals - personalised electronic tax calendar

Part 1

Country

Australia

Part 2

What we would like to learn

Your response

1. Namel/title of risk treatment
strategy

Micro Enterprises and Individuals - Personalised
Electronic Tax Calendar

2. Background to the risk
treatment

2a Description of the
background to the specific risk
treatment (e.g. why the
treatment was developed, what
evidence existed of the non-
compliance being targeted?

The concept of a tax calendar which would assist small
businesses meet their tax obligations originated out of
discussions with association representatives at various
Industry Partnership Meetings. Draft paper based versions
of a generic calendar of tax obligations were presented at
the Industry Partnership Meetings and user tested at
workshops with association members. The paper calendar
versions were well received at the workshops and
association members assisted in refining the format and
presentation of the information.

Possibility of extending the concept to a personalised
electronic calendar for small business was investigated
and feasibility study conducted. Rather than showing
generic obligations the calendar would be personalised to
capture and remind small businesses of their individual tax
obligations and due dates.

The electronic tax obligations calendar will assist small
businesses in managing their timely lodgement and
payment of their tax and superannuation obligations.

2b. Was the risk treatment a
pilot, a one off event, or has the
approach been integrated as a
business as usual approach? If
a pilot, over what period did it
operate?

The Personalised electronic tax calendar (e-Calendar) is
currently being built and is intended to be completed and
available to small business before 1 July 2008.

Prototypes have been developed and user tested with
positive feedback from small businesses.

3. Objectives of the risk
treatment (what were the
intended outcomes sought from
the risk treatment?

The intention of the e-Calendar is to:
1 encourage and support voluntary compliance,
1 reduce compliance costs, and
1 increase certainty

by equipping small businesses with a tool which will
actively remind them of their taxation and superannuation
obligations.

4. Who is the target group of
taxpayers for this risk
treatment strategy? How
large is the group?

The target group is all small businesses with less than
AUDS$2 million turnover.

5. Main risk types being
treated (indicate in order of

priority)

Rank
priority for

Risk type
treatment yp
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Failure to register

1 Failure to file on time

Failure to correctly report liabilities (or provide
complete or accurate information) or claim
entitlements

2 Failure to pay

6. Description of the key
elements of the risk treatment
strategy (please elaborate all
features/elements of the risk
treatment strategy (see
explanation at /1), including the
need for any special co-
ordination arrangements.

Most small businesses are generally aware of their
business tax obligations. However, they are usually
unable to recall the due dates of their obligations. Also
work pressures often result in them forgetting these
obligations. For most small businesses they remedy this
by having a diarised record and contacting their tax agent.

The Personalised Electronic Tax Calendar generates the
due dates of obligations tailored to the business for a
whole financial year. The calendar will:

1 improve their ability to plan and meet these
obligations,

1 reduce their need to (repeatedly) contact their tax
agent,

1 reduce the possibility of being penalised for not
meeting obligations, and

1 give them a sense of assurance that they know
what is required to meet their obligation.

How the e-Calendar is intended to work:
1 asmall business owner answers a few questions
that are used to complete a profile of their
business,

T based on this profile a
created which includes due dates for the
business's tax obligations,

1 the profile is saved and can be updated if there are
any changes in the business structure, and

1 more than one profile can be saved to create
additional calendars if more than one business is
operating

The output of the e-Calendar includes:

9 the creation of a calendar that can be displayed as
a 6yearly planneré ,

a calendar that can be printed,

the calendar due dates can be automatically
uploaded to Microsoft Outlook calendar, and

1 Microsoft Outlook reminders of due dates that can
be set to meet the business needs

If a business does not use Microsoft Outlook then
reminders of obligations will be delivered by the e-
Calendar using the computers internal clock.

7. Describe the overall
strategy for evaluating the
impact of the risk treatment

Unfortunately for this type of product it is difficult to identify
product users and control groups to perform a more
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strategy, including details of
specific measures/
indicators used

analytical evaluation. Historically, there is resistance for
users to identify themselves when downloading or
obtaining a copy of an electronic tool.

However the number of downloads and request for the e-
Calendar will be used as a general indicator of its
usefulness. We also have agreement with an industry
association for them to survey their members and gauge
whether the e-Calendar meets the desired outcomes.

8. Describe any observed
impacts of the risk treatment
strategy (please also indicate
over what time period (or at
what frequency) you are
measuring the impacts of the
strategy.)

The tool is currently being built. However, if responses
from user testing and consultation are any guide, it is
expected that the take up rate for such a tool will be high.

9. Provide any comments,
positive or negative, that
reflect on the results
achieved to date with this risk
treatment strategy.

There has been strong support from small business
representatives for the e-Calendar. Initial user testing with
small businesses indicated a 100% support for this
product.

It is interesting to note that some larger turnover small
business did not think such a tool will be of any use to
them prior to their testing of the product. However, all of
them stated after having tested the product that they would
use it when it became available.

10. Lessons learned. (Are
there any key lessons or
observations learned from the
approach taken; if you were to
do it again what might you do
differently?)

Whilst taxpayers are comfortable with accessing the
Australian Taxation Office website and downloading useful
information and tools, user testing confirms that majority of
taxpayers still have concerns interacting with the Australian
Taxation Office online in a real time basis. Electronic tool
such as the e-Calendar will be more acceptable if it is a
downloadable product rather than an online interactive
tool.

(1. Arisk treatment strategy can include multiple elements e.g. legislation; help/education initiatives; additional
services; new information sources; use of media and /or enhanced technology; new forms of verification/ enforcement;

and collaboration with other agencies.)
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Australia: Micro enterprises and individuals - profiling tool

Part 1

Country

Australia

Part 2

What we would like to learn

Your response

1. Namel/title of risk treatment
strategy

Micro Enterprises and Individuals - Profiling Tool

2. Background to the risk
treatment

2a Description of the
background to the specific risk
treatment (e.g. why the
treatment was developed, what
evidence existed of the non-
compliance being targeted?

The development of this application arose from trying to
address an internal tax administration risk around
ineffective and inefficient profiling of taxpayers. It was
observed that the complex detail available from internal
systems tended to hinder the development, by an auditor,
of a simplé ¥vYbewg pfcautaxpa
their own experience and knowledge to develop a profile of
a taxpayer which they then used to compare against
information received concerning a risk.

The taxpayer profiling tool, which would also use external
data,creat es a Obi g pictured mor
rely solely on the | evel of
for a more consistent and complete taxpayer profile, and
allows the auditor to more efficiently test information on

risks and issues against a more comprehensive taxpayer
profile.

2b. Was the risk treatment a
pilot, a one off event, or has the
approach been integrated as a
business as usual approach? If
a pilot, over what period did it
operate?

At this stage the Profiling Tool has been used on 2 projects
that required profiling of a large number (400 and 141) of
pre-selected cases. This profiling is being used to identify
those cases that warrant further testing than can be
obtained from an internal review of taxpayer data. Wider
trials and evaluation will occur in the coming year.

3. Objectives of the risk
treatment (what were the
intended outcomes sought from
the risk treatment?

The primary objective was to create internal benefits by
enhancing the efficiency and effectiveness of the taxpayer
profiling process.

4. Who is the target group of
taxpayers for this risk
treatment strategy? How
large is the group?

This tool was primarily developed to assist in the profiling
of individuals and small businesses (those with an annual
turnover less than $AUD2 million). It may also have
application in the lower Small and Medium Enterprises
market (annual turnover less than $AUD10 million).

5. Main risk types being
treated (indicate in order of

priority)

Rank
priority for Risk type
treatment
Failure to register
Failure to file on time
2 Failure to correctly report liabilities (or
provide complete or accurate information) or
claim entitlements
Failure to pay
1 Internal tax administration risk
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6. Description of the key
elements of the risk
treatment strategy (please
elaborate all features/elements
of the risk treatment strategy
(see explanation at /1),
including the need for any
special co-ordination
arrangements.

The Profiling Tool -

T Presents a single pa
pictureo view of a t
frame of reference for further analysis.

ge |\
ax

P 4

1 This view is a simple, yet useful view rather than
an exhaustive but cluttered view, of the data
pertaining to a taxpayer.

1 Is very flexible allowing incorporation of specific
test or project specific data into view.

91 Incorporates a variety of graphs and enunciator
lights driven by testing algorithms to distil and
signpost significant characteristics of the taxpayer.

1 Provides smart hyperlinks to internal and external
detail views e.g. map and satellite views of
property, telephone directories, internal data etc.

1 Facilitates the display of time and relationship
dimensions pertaining to the taxpayer. Allows rapid
switching between views of related entities and
cumulative views of all related entities.

1 Allows simple, immediate collection of comments,
conclusions and tests which, when combined with
elements of the profiling view, and incorporated
project data, automatically generates reports for
concluding or progressing taxpayer examination.

7. Describe the overall
strategy for evaluating the
impact of the risk treatment
strategy, including details of
specific measures/
indicators used

Direct observation of time taken, and results obtained,
using existing profiling approaches versus the Profiling
Tool provide quantitative evaluation data; coupled with
feedback from users to supplement the evaluation
framework.

8. Describe any observed
impacts of the risk treatment
strategy (please also indicate
over what time period (or at
what frequency) you are
measuring the impacts of the
strategy.)

Early usage of the Profiling Tool indicates significant
reduction in hours required for profiling taxpayers as well
as considerable i mprovement
understanding of the taxpayer.

9. Provide any comments,
positive or negative, that
reflect on the results
achieved to date with this
risk treatment strategy.

At this stage it is very early in the development of this
Profiling Tool. Diverse areas from within the Australian
Taxation Office, who have observed the functionality of the
Profiling Tool, have recognised its flexibility and readily
identified possible application within their areas.

10. Lessons learned. (Are
there any key lessons or
observations learned from the
approach taken; if you were to
do it again what might you do
differently?)

(1. Arisk treatment strategy can include multiple elements e.g. legislation; help/education initiatives; additional
services; new information sources; use of media and /or enhanced technology; new forms of verification/ enforcement;

and collaboration with other agencies.)
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Australia: Micro enterprises and individuals - record keeping strategy

Part 1

Country

Australia

Part 2

What we would like to learn

Your response

1. Namel/title of risk treatment
strategy

Micro Enterprises and Individuals - Record Keeping
Risk Treatment Strategy

2. Background to the risk
treatment

2a Description of the
background to the specific risk
treatment (e.g. why the
treatment was developed, what
evidence existed of the non-
compliance being targeted?

Record keeping is a recognised compliance risk,
particularly in small business. The record keeping strategy
was designed as an integrated strategy that incorporates
help and education as well as enforcement activities. It
adopts a graduated approach to enforcement to encourage
a change in compliance behaviour.

The primary focus of the strategy is to influence record
keeping behaviour through help and support products.
Emphasis is also put on helping new business.

From a compliance perspective, record keeping
assessment is included as a component in field activities
that involve transaction analysis. An electronic Record
Keeping Assessment Tool (RKAT) is used for the
assessment and taxpayers are provided with a copy of the
assessment report. Where record keeping practices are
deficient, advice for improvement will be provided,
including advice on Australian Taxation Office record
keeping products such as the free electronic record
keeping software (e-Record) and the Record Keeping
Evaluation Tool (RKET).

The Record Keeping Evaluation Tool complements the
Record Keeping Assessment Tool in that they are basically
the same except the Record Keeping Evaluation Tool is a
self evaluation tool available to the public and can be
tailored to the particular business. It provides a list of the
records that the business should keep and a report that
indicates how well the business is keeping its records. If
appropriate the report will include suggestions for
improvement.

Therefore taxpayers have essentially the same tool to
evaluate their record keeping practice as the Australian
Taxation Office and they will know what improvements
they will need to make in order to satisfy the requirements.

The record keeping strategy also includes a revisit
program for those taxpayers
keeping assessment. Taxpayers are advised of this revisit
program and the penalty regime under the new tax system
that may apply to those who choose not to take corrective
action after being given advice and opportunity to do so.
Penalty will only be imposed if there is no genuine attempt
to improve deficient record keeping practices.
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2b. Was the risk treatment a
pilot, a one off event, or has the
approach been integrated as a
business as usual approach? If
a pilot, over what period did it
operate?

The treatment of the record keeping risk has been
integrated as a business as usual approach and it has
been reviewed and refined.

3. Objectives of the risk
treatment (what were the
intended outcomes sought from
the risk treatment?

The objectives of the record keeping strategy is to improve
small businesses record keeping by:

providing appropriate help and support

influencing record keeping practices and providing

certainty through the self evaluation tool

1 revisiting selected high risk taxpayers to ensure
that assistance has been adequate and advice
implemented

9 considering and applying graduated record

keeping penalties when there has been little or no

genuine attempt to improve record keeping

practices.

f
f

4. Who is the target group of
taxpayers for this risk
treatment strategy? How
large is the group?

The primary target group is small businesses with less
than AUD$2 million turnover. Particularly those operate in
the cash economy.

5. Main risk types being
treated (indicate in order of

priority)

Rank
priority for Risk type
treatment
4 Failure to register
2 Failure to file on time
1 Failure to correctly report liabilities (or provide
complete or accurate information) or claim
entitlements
3 Failure to pay

6. Description of the key
elements of the risk treatment
strategy (please elaborate all
features/elements of the risk
treatment strategy (see
explanation at /1), including the
need for any special co-
ordination arrangements.

The key elements of the risk treatment strategy include:

I Taxpayer education i primarily focused on the
new to business population. It includes outbound
education phone calls, and promotion of record
keeping products such as the Record Keeping
Evaluation Tool, various publications such as
booklets and fact sheets (some tailored to specific
industries), free e-Record software, assistance
visits and record keeping seminars.

1 Record keeping reviews (Phase 1) i primarily
undertaken in conjunction with other field activities,
using the Record Keeping Assessment Tool
(RKAT).

1 Record keeping revisit (Phase 2) i based on
certain criteria, taxpayers who have had an initial
record keeping review (Phase 1) and identified as
having poor record keeping practices are selected
for a revisit

1 Penalty imposition and prosecution i penalties are
considered where a taxpayer who failed an initial
record keeping assessment is selected for a
further review and it is found that their record
keeping practices remain unsatisfactory and there
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is little or no genuine attempt to change the
deficient record keeping behaviour. Continued
neglect of record keeping obligations may lead to
prosecution.

1 Penalties are applied using a graduated approach
depending on the level of effort made by the
taxpayer in improving record keeping. There is an
internal guideline to ensure consistency for the
application / imposition of penalties.

7. Describe the overall
strategy for evaluating the
impact of the risk treatment
strategy, including details of
specific measures/
indicators used

Take up rates of record keeping products and attendance
at record keeping seminars and workshops are indicators
of the success of the taxpayer education efforts. Surveys
about improvements in taxpayer knowledge of their record
keeping obligations are also conducted after their
attendance to seminars.

Statistics on the number and results of initial Record
Keeping reviews conducted using the Record Keeping
Assessment Tool (Phase 1) and the number and results of
follow up reviews conducted (Phase 2) are maintained to
evaluate if there is any change in behaviour between the
visits. Statistics on the number of cases where penalties
are applied for failure to keep or retain records are also
maintained.

The whole strategy and results are periodically reviewed
and refined to ensure the objectives are being met.

8. Describe any observed
impacts of the risk treatment
strategy (please also indicate
over what time period (or at
what frequency) you are
measuring the impacts of the
strategy.)

The overall failure rate on initial Record Keeping
Assessment (Phase 1) has been 25% - 30% and the
overall improvement rate on revisits (Phase 2) has been
80% - 90%. This is indicative that the strategy has had
some impact on improving record keeping practices.

It has been observed that taxpayers who fail a revisit and
become liable to consideration of a record keeping penalty
usually have a very poor initial Record Keeping
Assessment score (less than 40%).

The above results are based on analysis of the strategy
over a period of two financial years.

9. Provide any comments,
positive or negative, that
reflect on the results
achieved to date with this risk
treatment strategy.

10. Lessons learned. (Are
there any key lessons or
observations learned from the
approach taken; if you were to
do it again what might you do
differently?)

It has been put forward that cases considered high risk
based on analysis of initial Record Keeping Assessment
score, could be selected for secondary audit action, and
the revisit Record Keeping Assessment can be completed
ancillary to that audit activity. If no improvement to record
keeping has occurred, then a record keeping penalty could
be imposed in addition to other outcomes from the audit.

(1. Arisk treatment strategy can include multiple elements e.g. legislation; help/education initiatives; additional
services; new information sources; use of media and /or enhanced technology; new forms of verification/ enforcement;

and collaboration with other agencies.)
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Australia: Micro enterprises and individuals - using incentives to optimise voluntary
compliance and encourage self regulation in the franchise industry

Part 1

Country

Australia

Part 2

What we would like to learn

Your response

1. Namel/title of risk treatment
strategy

Micro Enterprises and Individuals - Using incentives to
optimise voluntary compliance and encourage self
regulation in the franchise industry

2. Background to the risk
treatment

2a Description of the
background to the specific risk
treatment (e.g. why the
treatment was developed, what
evidence existed of the non-
compliance being targeted?

The concept of using incentives to encourage industry self
regulation and to reduce costs of compliance originated
from the Cash Economy Task F o r ¢ 2063sreport The
Cash Economy under the New Tax System. The regular
reporting of business trading information for royalty
purposes was the characteristic which made franchise
arrangement appropriate for such a program especially in
the retail sector where income and expenses can be
closely monitored by the franchisor.

2b. Was the risk treatment a
pilot, a one off event, or has the
approach been integrated as a
business as usual approach? If
a pilot, over what period did it
operate?

This is a pilot project which is being expanded for
additional learning and possible progressive roll-out to all
eligible franchise groups.

The initial pilot commenced during the 2006 financial year.

3. Objectives of the risk
treatment (what were the
intended outcomes sought from
the risk treatment?

The incentives program will potentially be offered to all
eligible franchise groups that have the business assurance
processes in place that indicate a high degree of integrity in
their records and business practices. The intended
outcome is that the program will lead to an increased level
of industry self regulation and a reduction in costs of
compliance.

Benefits
Financial

1 Itis anticipated that successful introduction of
incentives and rewards will have a positive impact
on compliance within the franchise sector, and

9 reduce compliance costs and ease the overall
compliance burden.

Non-financial

Expectations are that the incentives program will, for both
franchisors and franchisees:

1 encourage good business practices and industry
self regulation, and

The Cash Economy Task Force was first established by the Commissioner of Taxation in November 1996

to examine compliance issues and to develop responses to address the cash economy.
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1 provide certainty regarding meeting tax obligations

4. Who is the target group of
taxpayers for this risk
treatment strategy? How
large is the group?

The incentives program is intended to be offered to eligible
franchise groups who have the business assurance
processes in place that indicate a high degree of integrity in
their records and business practices.

For the 2007-08 financial year there are approximately
67,500 franchise businesses employing 700,000 people.
Whilst it is not expected that all these franchise businesses
will be eligible, it is anticipated that the majority of retall
franchises will be able to participate in the program.

5. Main risk types being
treated (indicate in order of

priority)

Rank
priority for Risk type
treatment
4 Failure to register
2 Failure to file on time
1 Failure to correctly report liabilities (or
provide complete or accurate information) or
claim entitlements
3 Failure to pay

6. Description of the key
elements of the risk
treatment strategy (please
elaborate all features/elements
of the risk treatment strategy
(see explanation at /1),
including the need for any
special co-ordination
arrangements.

An initial pilot of this concept was conducted with a national
franchise group. The regular reporting of sales data for
royalty purposes in franchisee / franchisor arrangements
was considered suitable for such a program. The proposal
was developed with a view of achieving a positive

outcome for all participating parties:

1 the Australian Taxation Office receives assurance
that the franchise is self regulating in that
franchisees observe all the record keeping and
reporting obligations and the franchise group
undertakes to conduct assurance reviews to
ensure integrity of the records and reports,

9 franchisee businesses receive the administrative
concessions (incentives), and

1 the franchisor is portrayed as supporting their
franchisees and is seen as a good corporate
citizen who benefits from improved market image
and standing.

In order to receive the administrative concessions
franchisee businesses will be required to meet their
existing reporting obligations to their eligible® franchisor
and their normal tax lodgement and payment obligations.

Any arrangement will incorporate undertakings that:
1 the franchisor will:
i meet all their tax obligations,

i have an enforceable franchise agreement that
supports self regulation

i have satisfactory assurance processes in

Franchise groups will need to demonstrate the necessary level of internal controls and assurance processes

to be considered eligible for the incentives program.
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place with their franchisees which they will
scrutinise and enforce

i keep internal reports of franchisees for the
statutory required period, and

T report quarterly to the Australian Taxation
Office those franchisees that are meeting all
their obligations.

1 inreturn, the Australian Taxation Office will grant
the following concessions to eligible franchisees:

T reduced income tax and Goods and Services
Tax ( GST ) record keeping requirements,

T less likelihood of being chosen for compliance
activity, and

T concessional penalty treatment.

7. Describe the overall
strategy for evaluating the
impact of the risk treatment
strategy, including details of
specific measures/
indicators used

To evaluate the effectiveness of the incentives program
pilot, the following methodology was followed:

1 Selection of a stratified control group. The
stratification applied was to match the distribution
of entities in the same industry, turnover ranges
and regions as the pilot franchisees.

1 Lodgement and debt levels for eligible franchisees
and the control group were captured.

1 The trend of the average mean net profit ratio for
both populations over the December 2006, March
2007 and June 2007 quarters was captured.

1 Comparison of lodgement, debt and net profit ratio
between the eligible pilot franchisees and control

group.

I Comparison was also made with another franchise
group in the same industry with comparable
attributes.

8. Describe any observed
impacts of the risk treatment
strategy (please also indicate
over what time period (or at
what frequency) you are
measuring the impacts of the
strategy.)

From a tax administration perspective an aim of this
incentives program was to improve industry self regulation
and the level of tax compliance of the eligible franchisees.
By offering tax concessions the incentive is there for the
franchisees to ensure they keep up to date with their
lodgement and payment obligations. The analysis of the
level of compliance by the eligible pilot entities for the two
year period shows a strong improvement. For the period
prior to the start of the pilot, pilot entities had a 72% level of
compliance compared to 86% at the end of the pilot.

In addition, the average debt level for eligible pilot
franchisees has steadily improved over the period of the
pilot, reducing from an average of $3682 in June 2005 to
an average of $1840 in June 2007. This compares
favourably to the average debt level of $4409 and $8590 in
June 2007 for the control group and comparable franchise
sample respectively.

Additionally, based on our observations of a sample of
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entities from a comparable franchise, inference can be
made that the compliance behaviour of eligible pilot entities
over the two year period of this pilot has improved beyond
that can be expected solely due to being a member of a
franchise.

9. Provide any comments,
positive or negative, that
reflect on the results
achieved to date with this
risk treatment strategy.

An analysis of the pilot with franchise group has
demonstrated that an incentives program can improve
voluntary compliance and promote good governance and
sound business practices.

Feedback from the franchisees during the pilot indicated
that the reduced likelihood of compliance action is a
significant and tangible benefit to them. The increased
certainty that they were meeting their tax obligations
directly reduced the O6psych
arising from the worry of being subject to a review or audit.

The pilot fr &enerdl Managerggsvesyu p 6 s
supportive and wishes to continue the incentives program.

10. Lessons learned. (Are
there any key lessons or
observations learned from the
approach taken; if you were to
do it again what might you do
differently?)

Franchisors are not always aware of whether their
franchisees are meeting their tax obligations.

The franchisor acknowledged that franchisees who meet
their tax obligations will have a direct impact on their
continual success, and therefore they are very supportive
of incorporating tax obligations as one of their assurance
criteria.

Franchisees failure to comply with tax obligations can
reflect poorly on a franchise operation and image. This is
also key to ensuring that the tax obligations are included in
any incentives arrangement with a franchisor.

(1. Arisk treatment strategy can include multiple elements e.g. legislation; help/education initiatives; additional
services; new information sources; use of media and /or enhanced technology; new forms of verification/ enforcement;

and collaboration with other agencies.)
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Australia: Publication of taxpayer alerts

Part 1

Country

Australia

Part 2

What we would like to learn

Your response

1. Namel/title of risk treatment
strategy

Publication of Taxpayer Alerts

2. Background to the risk
treatment

2a Description of the
background to the specific risk
treatment (e.g. why the
treatment was developed, what
evidence existed of the non-
compliance being targeted?

The Taxpayer Alert initiative began on 20 December 2001
to provide an early warning to taxpayers and their advisers
of significant new and emerging tax planning issues or
arrangements that the Australian Taxation Office (ATO)
has under risk assessment.

A Taxpayer Alert contains a title and brief general
description of the arrangement in question and also
highlights the features which the ATO considers give rise to
taxation issues. Once an Alert is issued, the ATO must
then finalise its view on the Alert through issuing a Taxation
Ruling or Determination, wh
view on the arrangement.

This initiative was in response to broader community
concerns that the ATO had allowed the proliferation of tax
effective schemes by its inaction, in not signalling its
concerns in a timely manner.

The ATO has also run an end of financial year
communication strategy and has published an investment
checklist and investor warnings on its website as additional
strategies to provide early warning to taxpayers about
becoming involved in tax driven arrangements.

2b. Was the risk treatment a
pilot, a one off event, or has the
approach been integrated as a
business as usual approach? If
a pilot, over what period did it
operate?

Taxpayer Alerts have been integrated as a business as
usual approach. Whenever an aggressive tax planning
arrangement is identified by ATO staff, it is mandatory to
consider whether a Taxpayer Alert should be published.
Since 2001, the ATO has issued a total of forty two
Taxpayer Alerts, which are all available on its website.

3. Objectives of the risk
treatment (what were the
intended outcomes sought from
the risk treatment?

The objective is to promote voluntary compliance by
taxpayers.

In publishing a Taxpayer Alert, the ATO seeks to assist
taxpayers who have entered into an arrangement, or who
may be considering entering into an arrangement, to make
informed decisions about their tax affairs. Those taxpayers
can seek a formal determination of the ATO view in respect
of their particular circumstances through a private ruling.
They may also seek independent advice from tax
professionals not associated with the arrangement or
speak with the contact officer named in the Taxpayer Alert.

The ATO is also aiming to be perceived as an open and
transparent tax administration. The publication of taxpayer
alerts helps to foster this perception.

4. Who is the target group of
taxpayers for this risk
treatment strategy? How

The target group of taxpayers varies according to the type
of arrangement under examination, whether it is a widely
marketed arrangement or one tailored to the circumstances
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large is the group?

of a particular taxpayer or group of taxpayers.

5. Main risk types being
treated (indicate in order of

priority)

Rank

priority for Risk type

treatment
Failure to register
Failure to file on time

1 Failure to correctly report liabilities (or

provide complete or accurate information) or
claim entitlements
Failure to pay

6. Description of the key
elements of the risk
treatment strategy (please
elaborate all features/elements
of the risk treatment strategy
(see explanation at /1),
including the need for any
special co-ordination
arrangements.

1. A potential, new or emerging aggressive tax planning
issue that might constitute a Taxpayer Alert is identified
by ATO auditors/intelligence and escalated to the area
that co-ordinates Taxpayer Alerts

2. Initial research/scan undertaken to establish the extent
of the promotion of the arrangement

3. Arrangement articulated in an internal alert and
submission made for approval to progress Taxpayer
Alert

4. Prepare Taxpayer Alert and associated documents
including technical review of arrangement and
mitigation strategy to address the tax risk associated
with the arrangement

5. Obtain Deputy Commissioner (Aggressive Tax
Planning) approval to proceed

6. Commissioner provides approval to publish Taxpayer
Alert and an accompanying Media Release

Issue Taxpayer Alert

8. Implement mitigation strategy which may involve
publication of final ATO view on arrangement, targeted
compliance activity against the promoter and all the
participants, legislative change and possible
application of promoter penalties

7. Describe the overall
strategy for evaluating the
impact of the risk treatment
strategy, including details of
specific measures/
indicators used

The overall strategy in measuring success of Taxpayer
Alerts is to measure the impact on voluntary compliance.
The aim is to ensure that there are no outbreaks of new
aggressive tax planning arrangements. The timeliness of
identifying new tax planning arrangements is crucial to this
objective, as the early warning will act as a deterrent for
taxpayers entering into such arrangements.

8. Describe any observed
impacts of the risk treatment
strategy (please also indicate
over what time period (or at
what frequency) you are
measuring the impacts of the
strategy.)

It is difficult to measure the deterrent effect of Taxpayer

Al erts as taxpayersd behavi
variety of factors besides an Alert (for example personal
circumstances or advice from other sources, even other
ATO sources). This makes it difficult to directly attribute a
taxpayer not participating in an arrangement to a Taxpayer
Alert.

9. Provide any comments,
positive or negative, that
reflect on the results
achieved to date with this
risk treatment strategy.

Taxpayer Alerts have been acknowledged by the taxpaying
community as a helpful tool
view on potential aggressive tax planning arrangements.

Anecdotal evidence would suggest that Taxpayer Alerts do
have a deterrent affect on taxpayers entering into
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aggressive tax planning arrangements and thus does
promote voluntary compliance.

However, the administrative steps involved in publishing an
alert can hamper timely publication of the alert. The ATO is
currently working on streamlining the process.

There is a need to ensure that the ATO view on matters
raised in Taxpayer Alerts is finalised and published in a
timely manner and that the implementation of the mitigation
strategy post publication of the Taxpayer Alert is actively

managed.
10. Lessons learned. (Are Timely and early intelligence is required. A more
there any key lessons or streamlined Taxpayer Alert process is also necessary, so

observations learned from the we can produce the Alerts more quickly. There is a need
approach taken: if you were to to have a centralised area which is given the responsibility
do it again what might you do of co-ordinating and producing Alerts.

differently?)

(1. Arisk treatment strategy can include multiple elements e.g. legislation; help/education initiatives; additional
services; new information sources; use of media and /or enhanced technology; new forms of verification/ enforcement;
and collaboration with other agencies.)
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Australia: Schedule 25A interactive product

Part 1

Country

Australia

Part 2

What we would like to learn

Your response

1. Namel/title of risk
treatment strategy

Schedule 25A Interactive Product

2. Background to the risk
treatment

2a Description of the
background to the specific
risk treatment (e.g. why the
treatment was developed,
what evidence existed of the
non-compliance being
targeted?

Risk assessments has identified failure to lodge Schedule
25A required to be lodged for those entities with international
related party dealings and/or offshore investments subject to
attributable income regime as a continual concern.

Work undertaken over the last few years has shown that one
of the reasons for the non lodgement was due to a lack of
capability in understanding the provisions and the schedule
reporting obligations.

This was especially true for the lower market entities and the
lower tier intermediaries.

2b. Was the risk treatment a
pilot, a one off event, or has
the approach been integrated
as a business as usual
approach? If a pilot, over
what period did it operate?

This project is a pilot which is expected to be completed this
year i currently involving ongoing consultation and
collaboration with external intermediaries around the design
of the system

3. Objectives of the risk

treatment (what were the
intended outcomes sought
from the risk treatment?

To improve the inclusion of schedule 25A in income tax
returns where required and to improve the quality and
accuracy of the information reported.

4. Who is the target group
of taxpayers for this risk
treatment strategy? How
large is the group?

All entities with an obligation to lodge a schedule 25A.

5. Main risk types being
treated (indicate in order of

priority)

Rank
priority for .
treatment Risk type
1 Failure to register
Failure to file on time
2 Failure to correctly report liabilities (or provide
complete or accurate information) or claim
entittements
Failure to pay

6. Description of the key
elements of the risk
treatment strategy (please
elaborate all
features/elements of the risk
treatment strategy (see
explanation at /1), including
the need for any special co-

Use of IT to design a system or interactive product that will
advise clients if they have an obligation to lodge and, if so,
which labels they needed to complete and where they could
obtain further support on how to complete.

The product will be available on our website

Marketing and education to advise clients of its availability
and use
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ordination arrangements.

7. Describe the overall
strategy for evaluating the
impact of the risk treatment
strategy, including details
of specific measures/
indicators used

Improvements in lodgement of the Schedule 25A and in the
quality of the data received, which affects future risk strategy
and case compliance action.

Improved understanding and capability both internally and
externally as to the reporting requirements.

8. Describe any observed
impacts of the risk
treatment strategy (please
also indicate over what time
period (or at what frequency)
you are measuring the
impacts of the strategy.)

Our ongoing change program has resulted in difficulties in
getting IT support which has delayed the development of the
product.

9. Provide any comments,
positive or negative, that
reflect on the results
achieved to date with this
risk treatment strategy.

Positive

Presentation to the S&ME Tax Agent Forum where the
intermediaries advised of their support for such a product

The results of initial consultation as to the design or the
product has also been favourable

10. Lessons learned. (Are
there any key lessons or
observations learned from
the approach taken; if you
were to do it again what
might you do differently?)

The product is in development.

(1. Arisk treatment strategy can include multiple elements e.g. legislation; help/education initiatives; additional
services; new information sources; use of media and /or enhanced technology; new forms of verification/ enforcement;

and collaboration with other agencies.)

59




Managing and Improving Comp liance: Recent Developments in Compliance Risk Treatment

Australia: Small business assistance programme

Part 1

Country

Australia

Part 2

What we would like to learn

Your response

1. Namel/title of risk treatment
strategy

Small Business Assistance Programme

2. Background to the risk
treatment

2a Description of the
background to the specific risk
treatment (e.g. why the
treatment was developed, what
evidence existed of the non-
compliance being targeted?

Analysis and research has consistently indicated that those
entering business for the first time, or facing a significant
change in their business (such as taking on employees for
the first time) are at greater risk of non-compliance with a
range of taxation obligations.

Additional funding from Government was granted to
significantly increase assistance and education to new
businesses. Additional to the direct funding, the Australian
Taxation Office (Tax Office) commenced a project to
develop an integrated, practically focussed and effective
program of assistance to small business (new or existing).
The Program is targeted primarily at micro business
(defined as a turnover of up to A$2 million), however larger
businesses are not excluded.

2b. Was the risk treatment a
pilot, a one off event, or has the
approach been integrated as a
business as usual approach? If
a pilot, over what period did it
operate?

The Program commenced development in June 2007.
While the Program itself is to be integrated into business as
usual, initially it consists of a range of pilot activities as well
as expanded business as usual activities. The pilots have
varying lifespans of up to 12 months.

3. Objectives of the risk
treatment (what were the
intended outcomes sought from
the risk treatment?

The intent of the Program is to develop and implement a
targeted and practical assistance program for the small
business market that improves their capability to manage
their taxation affairs and access entitlements, while
optimising voluntary compliance and building community
confidence.

4. Who is the target group of
taxpayers for this risk
treatment strategy? How
large is the group?

The Program is targeted primarily at micro business
(defined as a turnover of up to A$2 million), however larger
businesses are not excluded. The micro business market in
Australia consists of approximately 2.4 million businesses.

5. Main risk types being
treated (indicate in order of

priority)

Rank
priority for Risk type
treatment
4 Failure to register
2 Failure to lodge on time
1 Failure to correctly report liabilities (or
provide complete or accurate information) or
claim entitlements
3 Failure to pay

6. Description of the key
elements of the risk
treatment strategy (please
elaborate all features/elements

The Small Business Assistance Program consists of a
number of broad strategies to ensure small businesses
have the capability to meet their obligations or claim their
entitlements, voluntarily comply and thereby maintain
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of the risk treatment strategy
(see explanation at 1),
including the need for any
special co-ordination
arrangements.

community confidence. These broad strategies are:

Outbound education calls made at key lifecycle stages of a
business, or other key triggers, including:

1 Initial registration (particularly targeting those
genuinely new to business and self preparing
Activity Statements)

1 Reqgistration as an employer
1 Late lodgement of an Activity Statement
1 Late payment of a GST debt

Availability of one to one assistance visits by Tax Office
field staff. These visits a
(but may be promoted to them in a targeted way) and are
purely educational in nature. They are subject to a
AGmmi ssionerds Guaranteeo w
Office will not take any action as a result of the visit unless
requested by the client to do so.

Visits cover a wide range of tax topics including:

1 Installation and use of Tax Office electronic
products such as our record keeping system e-
record and online services such as the Business
Portal (also reduces error rates)

Registration for the various taxes we administer
Record keeping

Employer obligations and reporting
Superannuation

Income and deductions

Online lodgement

= =4 =4 =4 A -4 -4

Managing tax debts

A comprehensive program of seminars and workshops
addressing such issues as:

1 Tax basics
1 Record keeping

1 Employer obligations

1 Specific tax issues for particular industries
1

Other tailored topics upon request

In addition to these practical active assistance channels
significant work is also underway to:

1 Review, organise and consolidate publications

1 Improve both the content and navigation of
business related web pages

1 Develop innovative electronic products to support
compliance such as the use of DVD and video
streaming to provide education and assistance

9 Build relationships with key intermediaries, both to
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consult/collaborate/co-design and to explore
delivery of assistance

1 Expand the services provided from our face to face
static locations (shop fronts)

1 Develop a comprehensive communication strategy
for the market segment

1 Develop a long term sustainable design for the
Program.
The Small Business Assistance Program operates across
the organisational units of the Tax Office and across all
revenue products, requiring improved coordination and
project management.

7. Describe the overall
strategy for evaluating the
impact of the risk treatment
strategy, including details of
specific measures/
indicators used

Evaluation and measures of effectiveness will be oriented
around changes in client behaviour and improvements
across the four pillars (register, lodge, report and pay), as
well as improvements in community confidence.

8. Describe any observed
impacts of the risk treatment
strategy (please also indicate
over what time period (or at
what frequency) you are
measuring the impacts of the
strategy.)

Not yet available.

9. Provide any comments,
positive or negative, that
reflect on the results
achieved to date with this
risk treatment strategy.

Not yet available

10. Lessons learned. (Are
there any key lessons or
observations learned from the
approach taken; if you were to
do it again what might you do
differently?)

Not yet available

(1. A risk treatment strategy can include multiple elements e.g. legislation; help/education initiatives; additional
services; new information sources; use of media and /or enhanced technology; new forms of verification/ enforcement;

and collaboration with other agencies.)
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Australia: SMS short message system as an outbound communication channel

Part 1

Country

Australia

Part 2

What we would like to learn

Your response

1. Namel/title of risk treatment
strategy

Short Message System (SMS) as an outbound
communication channel.

2. Background to the risk
treatment

2a Description of the
background to the specific risk
treatment (e.g. why the
treatment was developed, what
evidence existed of the non-
compliance being targeted?

SMS was identified as an outbound communication
channel that could add value and be used as a proactive
compliance strategy, through the use of generic or targeted
messages to clients.

The tax office piloted the treatment strategy in April 2006 to
improve the lodgement compliance of habitual late lodgers
and new registrants. The strategy was then rolled out to a
larger group by the Tax Practitioner and Lodgement
Strategy (TPALS) line as a regular part of our lodgement
program, in October 2006.

2b. Was the risk treatment a
pilot, a one off event, or has the
approach been integrated as a
business as usual (BAU)
approach? If a pilot, over what
period did it operate?

A pilot was undertaken in April 2006. The target was
habitual late lodgers and new registrants. The SMS
message sent was:

A reminder from the Australian Tax Office! Quarter 3
BAS due 28" April. Questions? Please call 13 28 66.

A further SMS strategy was rolled out by the TPALS in
October 2006. Three different messages were sent to three
different client groups:

Group 1: Self Preparer clients who had lodged their
2004-05 income tax returns (ITR) more than 5 days
past the due date, this message promoted the use of e-
tax. The message read:

A A reminder from the Australian Taxation Officel!
Income Tax Returns due 31 Oct. Usee-t a x ,
free and most refunds issue within 14 days. Go
to ato.gov.au

Group 2: Self Preparer clients who lodged their 2004-
05 ITR more than 5 days past the due date and also
were annual GST reporters. The message read:

A Areminder from the Australian Taxation
Office! Income Tax Returns and annual GST
returns due 31 October. Questions? Please
call 13 28 66

Group 3: Self Preparer clients who had lodged their
Q4 activity statements more than 5 days past the due
date or had not lodged their Q4. The message read:

A Areminder from the Australian Taxation
Office! Quarter 1 activity statements due 30
Oct. Questions? Please call 13 28 66
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A follow-up message was issued on 22 November 2006 to
entities in this group who did not lodge after receiving the
reminder in October. The SMS message sent was:

A The Australian Taxation Office advises Q1
activity statements were due 30 Oct. Failure to
Lodge penalties may apply. Questions? Please
call 13 28 66

3. Objectives of the risk
treatment (what were the
intended outcomes sought from
the risk treatment?

In both SMS exercises, the objectives of the exercise were:
1. Toimprove on-time lodgement compliance and;

2. To positively influence subsequent lodgement
compliance.

The messages sent were generic in content, thus adhering
to privacy and secrecy legislation.

4. Who is the target group of
taxpayers for this risk
treatment strategy? How
large is the group?

The target group for the (April 2006) pilot was clients who
habitually lodged their required documents late and new
registrants. There were 1892 clients involved in the pilot.

The target group for the October 2006 SMS messages
consisted of self preparer individual or partnership clients
only who lodged late, and excluded all tax agent clients
and other entity types such as companies, trusts etc. There
were 18017 clients involved in the October SMS group. A
description of the three groups is provided above.

5. Main risk types being
treated (indicate in order of

priority)

Rank
priority for Risk type
treatment
Failure to register
1 Failure to file on time
Failure to correctly report liabilities (or
provide complete or accurate information) or
claim entitlements
2 Failure to pay

6. Description of the key
elements of the risk
treatment strategy (please
elaborate all features/elements
of the risk treatment strategy
(see explanation at /1),
including the need for any
special co-ordination
arrangements.

The key elements or considerations that were taken into
account, for both the pilot and subsequent October 2006
SMS exercise were:

1 SMSis a tool that can be used to educate or
remind clients of their lodgement obligations. It was
used as a pro-active strategy to improve
lodgement compliance of upcoming due
documents. The use of a follow up SMS message
after the due date (which was piloted in the
October 2006 exercise) is moving towards
compliance action.

1 The tax office sought information from other
Australian government organisations (Department
of Employment and Workplace Relations &
Centrelink) which had already incorporated the use
of the technology as part of their outbound
communication strategy.

1 The SMS technology has become socially
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acceptable by the general community with trends
showing that, in some cases, it is a preferred
method of communication i especially for those in
the younger age bracket.

1 A 160 character limit applies to all SMS messages.
An auto response SMS was integrated for any
client responses to the tax office SMS. Very few
SMS responses were received by the tax office.

1 The Spam Act 2003 requires that all messages
must clearly identify the sender of the message,
and include accurate information about how they
can contact the sender. Both the original message
and the response message provided a valid reply
telephone number that the client could contact the
tax office.

91  Scripting was provided to our call centre to assist
them to deal professionally with any responses to
the SMS message. As a result of the potential
reverse work flow, telephony clearance was also
obtained. Results from the previous exercises have
found that the reverse workflow as a result of the
SMS messages is minimal.

1 AKkey risk identified in the use of SMS messages
was the issue of privacy. To overcome potential
breaches of privacy, only generic messages were
sent. This resulted in anotherrisk -t he cl i e
perception of receiving Spam from the tax office.

9 Technical and design clearances were obtained on
the wording of the messages ensuring they were
legally correct and generic in content; thereby
ensuring any breaches to privacy and secrecy
were avoided.

1 The quality of data was imperative in the sending
of SMS messages i in both criteria for client
selection as well as the mobile number itself - to
ensure the correct audience was targeted.

1 The use of Analytics models and data matching
was undertaken to select the most appropriate
population for the innovation.

1 Different time zones in different states, lead times
between the message being issued and the due
date of the obligations, and the storage of a
message if the clientés
factors that were considered when determining the
best time to send the SMS message. It was
considered better business practice to send
messages between 8am and 6pm local time.
Results from the client survey conducted as part of
the pilot indicate that the majority of clients thought
the best time for receiving a reminder was between
one and two weeks prior to lodgement of the due
date. If a client has their phone turned off, they can
still receive the message up to 10 days after the
send date.

T SMS is not deemed 63s amrdg
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cannot be used as a legal message. However,
notes were added to the
that a SMS was sent and what it was about.

1 Costs of using the SMS messaging tool was
already included as part of our contract with our
communication provider, and the project team
costs were met by the business line. The only
additional cost to this exercise was the
employment of an external provider to undertake a
community survey; which was a once-off cost.

7. Describe the overall
strategy for evaluating the
impact of the risk treatment
strategy, including details of
specific measures/
indicators used

Evaluation of the impact on lodgement compliance was
done using internal data. The history of lodgement
compliance was compared to the on time lodgement after
the SMS message was sent, as well as against control
groups that did not receive a SMS message.

In addition to this, an external provider was employed to
undertake a survey on a sample of the pilot population to
obtain their views on the communication channel, as well
as other issues.

8. Describe any observed
impacts of the risk treatment
strategy (please also indicate
over what time period (or at
what frequency) you are
measuring the impacts of the
strategy.)

A client satisfaction survey (conducted by an external
provider) found that:

i The SMS message was sent to the right person.

1 More than half recall receiving the SMS from the
tax office.

1 Atleast two thirds thought that the SMS message
was useful as well as acceptable.

1 The SMS message had a positive influence on
compliance behaviour.

56% of clients in the pilot lodged their quarter 3 Business
Activity Statement (BAS) by the due date. 750 of these
lodged their quarter 3 BAS closer to the due date than their
Q2 BAS.

Key findings from the October 2006 exercise are:

1 Group 1: 92% lodged their 2005-06 ITR closer to
the due date than the previous year. 25% of
lodgements received from the target group were
lodged via e-tax (compared to 12% in the control
group).

1 Group 2: 53% lodged closer to the due date than
the previous year, and 15% lodged the annual
GST return (GSTA) closer to the due date than the
previous year.

1 Group 3: 90% lodged closer to the due date than
the Q4 2005-06 (compared to the control group
74%).

58% who lodged after receiving a follow up
message lodged closer to the due date than in the
previous quarter.

9. Provide any comments,
positive or negative, that
reflect on the results
achieved to date with this

SMS messages are becoming commonplace in the
community. Using these as a means of communication is
accepted by the community.

The cost for SMS messages was negligible as it had
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risk treatment strategy.

already been integrated as part of the organisations
communication contract. Additionally, the actual cost for
SMS message is at least 50 cents cheaper per message
than mail.

The results show an improvement in compliance behaviour
when comparing lodgement compliance of the target and
control groups. The results demonstrate that the SMS
messaging as an outbound communication channel has
the potential to positively influence client behaviour.

10. Lessons learned. (Are
there any key lessons or
observations learned from the
approach taken; if you were to
do it again what might you do
differently?)

The pilot demonstrated that the use of new communication
technology is generally accepted by the community. As a
result other forms of technological communication tools
should also be explored tha
more personalised6 and adce.

The use of SMS as a corporate outbound communication
product is being explored further as it has been identified
that it can be used for other purposes such as marketing.

(1. Arisk treatment strategy can include multiple elements e.g. legislation; help/education initiatives; additional
services; new information sources; use of media and /or enhanced technology; new forms of verification/ enforcement;

and collaboration with other agencies.)
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Austria: Implementation of the standard audit file - tax

Part 1

Country

Austria

Part 2

What we would like to learn

Your response

1. Namel/title of risk treatment
strategy

Implementation of the Standard Audit File - Tax

2. Background to the risk
treatment

2a Description of the
background to the specific risk
treatment (e.g. why the
treatment was developed, what
evidence existed of the non-
compliance being targeted?

The OECD Standard Audit File - Tax will be implemented
in Austria via compliance strategy. Every company, who
voluntary transmits the Standard Audit File - Tax annually
via the Finanz Online-System in Austria (a system where
taxpayers are able to transfer their tax returns
electronically) increases its level of compliance.

2b. Was the risk treatment a
pilot, a one off event, or has the
approach been integrated as a
business as usual approach? If
a pilot, over what period did it
operate?

The Standard Audit File - Tax will be integrated as a
business as usual approach. The level of compliance will
be evaluated every year, so the company has to transmit
the SAF-T annually to stay compliant.

3. Objectives of the risk
treatment (what were the
intended outcomes sought from
the risk treatment?

The intention of the implementation of the Standard Audit
File - Tax is to divide the taxpayers into a compliant and
non-compliant group. For compliant tax-payers the level of
service management will be enhanced and tax-increasing
measurements will be concentrated on the non-compliant
taxpayers.

4. Who is the target group of
taxpayers for this risk
treatment strategy? How
large is the group?

Basically every taxpayer, who runs a business, has the
possibility to submit the Standard Audit File-Tax and to be
compliant. The volume of the target group will be
approximately 2 millions.

5. Main risk types being Rank
trgat_ed (indicate in order of priority for Risk type
priority) treatment
Failure to register
Failure to file on time
3 Failure to correctly report liabilities (or
provide complete or accurate information) or
claim entitlements
2 Failure to pay
6. Description of the key 1. Standard Audit File in accordance to the OECD-
elements of the risk standard

treatment strategy (please
elaborate all features/elements
of the risk treatment strategy
(see explanation at /1),
including the need for any
special co-ordination
arrangements.

2. Voluntary annually transmission

3. Implementation of Compliance-System
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7. Describe the overall After the transmission of the Standard Audit File - Tax from
strategy for evaluating the the taxpayer there will be a standard-examination of the
impact of the risk treatment data. If the check is positive - the level of compliance of this
strategy, including details of | taxpayer increases.

specific measures/
indicators used

8. Describe any observed The taxpayer has to transmit the Standard Audit File - Tax
impacts of the risk treatment | annually - therefore the level of compliance will also be
strategy (please also indicate | evaluated annually.

over what time period (or at
what frequency) you are
measuring the impacts of the
strategy.)

9. Provide any comments, Implementation is not finished yet.
positive or negative, that
reflect on the results
achieved to date with this
risk treatment strategy.

10. Lessons learned. (Are Implementation is not finished yet.
there any key lessons or
observations learned from the
approach taken; if you were to
do it again what might you do
differently?)

(1. Arisk treatment strategy can include multiple elements e.g. legislation; help/education initiatives; additional
services; new information sources; use of media and /or enhanced technology; new forms of verification/ enforcement;
and collaboration with other agencies.)
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Austria: Tax compliance education at local schools by tax officials

Part 1

Country

Austria

Part 2

What we would like to learn

Your response

1. Namel/title of risk treatment
strategy

Tax Compliance Education at local schools by tax
officials

2. Background to the risk
treatment

2a Description of the
background to the specific risk
treatment (e.g. why the
treatment was developed, what
evidence existed of the non-
compliance being targeted?

Young people on the one hand can represent a high risk
group (poor knowledge, less risk aversion) and on the
other hand there might be scope of educating them
towards compliant behaviour.

We think that compliance behaviour can be influenced
better when people are still young and still do not have
fixed opinions and fixed behaviours. Therefore we chose
teenagers as a target group for education of taxpayers with
a strong focus on tax and customs compliance.
Furthermore several scientific empirical analyses showed
that young people are less compliant than the older.

See for example Alm, J./Jackson, B. and McKee, M. (2006): Audit
Information Dissemination, Taxpayer Communication, and Compliance
Behavior, Working Paper 06-44, Andrew Young School of Policy Studies

Research Paper Series.

2b. Was the risk treatment a
pilot, a one off event, or has the
approach been integrated as a
business as usual approach? If
a pilot, over what period did it
operate?

The school visits have been conducted by several tax
offices across Austria individually. In the moment we are
setting up a professional design for these events which will
then be used by all tax offices. Through the Management
by Objectives process every tax office will than get a
certain number of visits as an objective.

3. Objectives of the risk
treatment (what were the
intended outcomes sought from
the risk treatment?

The outcomes we expect are manifold. On the one hand
we are trying to enhance tax moral of young people by
explaining the necessity and function of taxes (always
focussing on issues relevant to young people like for
example education expenses.). On the other hand we are
informing about the responsibilities and how to comply with
these, also informing about the ways to file and submit tax
returns to build the knowledge needed to be compliant.

4. Who is the target group of
taxpayers for this risk
treatment strategy? How
large is the group?

Teenagers aged 15-18.
About 400,000 persons (~4.8% of total population)

5. Main risk types being
treated (indicate in order of

priority)

Rank
priority for Risk type
treatment
4 Failure to register
2 Failure to file on time
1 Failure to correctly report liabilities (or provide
complete or accurate information) or claim
entitlements
3 Failure to pay
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6. Description of the key 1. PowerPoint presentation answering:

elements of the risk treatment q
strategy (please elaborate all
features/elements of the risk
treatment strategy (see
explanation at /1), including the
need for any special co- Where do | have to go to get information or to
ordination arrangements. submit my return

What are taxes good for
What is tax revenue spent for

il
1 What are my responsibilities in connection to taxes
l

1 How to use FinanzOnline (electronic filing system)
2. Visitation of a tax office

3. Handouts designed for young people including the
above listed topics

4. Giveaways

7. Describe the overall Survey on several topics including attitude towards taxes.
strategy for evaluating the Comparing different groups (file questionnaire before
impact of the risk treatment presentation, filing questionnaire after presentation, filing

strategy, including details of | Without getting a presentation).
specific measures/

The differences between these groups give an impression
indicators used groups g p

of the impact of this treatment.

8. Describe any observed No evaluation available at this time

impacts of the risk treatment
strategy (please also indicate
over what time period (or at
what frequency) you are
measuring the impacts of the
strategy.)

9. Provide any comments,
positive or negative, that
reflect on the results
achieved to date with this risk
treatment strategy.

10. Lessons learned. (Are
there any key lessons or
observations learned from the
approach taken; if you were to
do it again what might you do
differently?)

(1. Arisk treatment strategy can include multiple elements e.g. legislation; help/education initiatives; additional
services; new information sources; use of media and /or enhanced technology; new forms of verification/ enforcement;
and collaboration with other agencies.)
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Belgium: Protocol of cooperation relating to the fight against tax evasion in the hotels,

restaurants and cafes sector

Part 1

Country

Belgium

Part 2

What we would like to learn

Your response

1. Namel/title of risk treatment
strategy

Protocol of cooperation relating to the fight against tax
evasion in the sector of hotels, restaurants and cafes.

2. Background to the risk
treatment

2a Description of the
background to the specific risk
treatment (e.g. why the
treatment was developed, what
evidence existed of the non-
compliance being targeted?

a) Background of the protocol

The tax administration has the intention to conclude
partnerships with professional associations of different
sectors.

To this end, protocols of cooperation will be established
with various professional associations.

b) The protocol of cooperation with the sector of hotels,
restaurants and cafes protocol

The protocol signed between the tax administration and the
professional associations of the sector (see point 1) results
from their common goodwill to cooperate in the fight
against tax evasion in the sector. Indeed, in this sector
there is a substantial unlawful competition by unscrupulous
operators and a multiplication of bankruptcies.

Because of the number of operators active in this sector,
specific audits carried out by the tax administration can
appear unjust and create an awkward situation. Such an
approach is not of interest to the state because the taxation
is not efficient, nor for the image of the sector.

2b. Was the risk treatment a
pilot, a one off event, or has the
approach been integrated as a
business as usual approach? If
a pilot, over what period did it
operate?

The protocol of cooperation is concluded for a period of
three years. It is implicitly renewed for successive periods
of three years, unless it is cancelled by one of the parties.

3. Objectives of the risk
treatment (what were the
intended outcomes sought from
the risk treatment?

The protocol has the following objectives:

1  To promote and develop the cooperation between
the sector and the administration in the framework
of the fight against the tax evasion in the sector.

i  To create stable and foreseeable rules which wiill
be generally applicable in the sector.

1  Toinform all operators clearly preventively of the
rules established by this protocol and of the
limitations it imposes.

The outcome sought is a better distribution of paying taxes
among all operators.
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