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Key to sections of the Official Information Act 1982 under which information has been withheld. 

Certain information in this document has been withheld under one or more of the following sections of the Official 
Information Act, as applicable: 

 

[1] to prevent prejudice to the security or defence of New Zealand or the international relations of the 
government 

6(a) 

[2] to avoid prejudice the entrusting of information to the Government of New Zealand on a basis of 
confidence by the Government of any other country or any agency of such a Government 

6(b)(i) 

[4] to prevent prejudice to the maintenance of the law, including the prevention, investigation, and 
detection of offences, and the right to a fair trial 

6(c) 

[11] to damage seriously the economy of New Zealand by disclosing prematurely decisions to change 
or continue government economic or financial policies relating to the entering into of overseas trade 
agreements. 

6(e)(vi) 

[23] to protect the privacy of natural persons, including deceased people 9(2)(a) 

[25] to protect  the commercial position of the person who supplied the information or who is the subject 
of the information 

9(2)(b)(ii) 

[26] to prevent prejudice to the supply of similar information, or information from the same source, and 
it is in the public interest that such information should continue to be supplied 

9(2)(ba)(i) 

[27] to protect information which is subject to an obligation of confidence or which any person has been 
or could be compelled to provide under the authority of any enactment, where the making available 
of the information - would be likely otherwise to damage the public interest 

9(2)(ba)(ii) 

[29] to avoid prejudice to the substantial economic interests of New Zealand 9(2)(d) 

[31] to maintain the current constitutional conventions protecting collective and individual ministerial 
responsibility 

9(2)(f)(ii) 

[33] to maintain the current constitutional conventions protecting the confidentiality of advice tendered 
by ministers and officials 

9(2)(f)(iv) 

[34] to maintain the effective conduct of public affairs through the free and frank expression of opinions 9(2)(g)(i) 

[36] to maintain legal professional privilege 9(2)(h) 

[37] to enable the Crown to carry out commercial activities without disadvantages or prejudice 9(2)(i) 

[38] to enable the Crown to negotiate without disadvantage or prejudice 9(2)(j) 

[39] to prevent the disclosure of official information for improper gain or improper advantage 9(2)(k) 

[40] not in scope   

[41] that the making available of the information requested would be contrary to the provisions of a 
specified enactment 

18(c)(i) 

[42] information is already publicly available or will be publicly available soon 18(d) 

 

In preparing this Information Release, the Treasury has considered the public interest considerations in section 9(1) and 
section 18 of the Official Information Act. 



 

 

 

 

Joint report: Additional revenue from increased Inland Revenue 
activity – further information 

Date: 27 November 2017 Priority: High 

Security level: In Confidence Report no: T2017/2662 
IR2017/626 

Action sought 

 Action sought Deadline 

Minister of Finance Note the contents of this report 
and discuss with officials 

 

Minister of Revenue Note the contents of this report 
and discuss with officials 

 

Contact for telephone discussion (if required) 

Name Position Telephone 

Arlene White Deputy Commissioner, 
Service Delivery, Inland 
Revenue 

 
(mob) 

Matt Cowan Senior Analyst, Tax Strategy, 
The Treasury 

 
(mob)  

 

[39]

[39]

[23]

[23]
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27 November 2017 
 
 
 
Minister of Finance 
Minister of Revenue 

Additional revenue from increased Inland Revenue activity – 
further information 

Background 

1. We reported to Ministers on 17 November regarding additional revenue that could be 
obtained from increased Inland Revenue activity (T2017/2557, IR2017/595 refers).  The 
Labour Party Fiscal Plan detailed an additional $141 million in funding across the forecast 
period, generating additional total revenue of $902 million.  Our report detailed an additional 
$355m in assessed revenue that Inland Revenue considers it could collect if provided with an 
additional $62.7m in funding as set out below. 
 
Additional funding by financial year: 
 
2017-18 2018-19 2019-20 2020-21 2021-22 Total 
$2.8m $20m $20m $13.5m $6.4m $62.7m 
 
Return (net of impairment) by financial year: 
 
2017-18 2018-19 2019-20 2020-21 2021-22 Total 
$0m $77m $124m $84m $70m $355m 
 
 
2. The proposed additional funding and return was put together in the context of the 
significant revenue assessment increases Inland Revenue has already committed to as a result 
of Business Transformation, along with existing targeted funding programmes that carry 
revenue return commitments. These are set out in the tables below.  Over the forecast period 
these commitments total an additional $2,557.3 million in revenue. 
 
Additional revenue commitment from Business Transformation 
 
2017-18 2018-19 2019-20 2020-21 2021-22 Total 
$0 $90m $190m $290m $540m $1,110m 
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Additional revenue commitment from targeted funding initiatives 
 
Initiative 2017-18 2018-19 2019-20 2020-21 Total 
Ageing Debt*  $35.5m $35.5m $35.5m - $106.5m 
Child Support*  $35.9m $36.0m - - $71.9m 
Complex Technical 
Issues 

$144.8m $144.8m $144.8m - $434.4m 

Fraud  $10.0m $10.0m $10.0m - $30.0m 
Hidden Economy  $72.3m $72.3m $72.3m $44.0m $260.9m 
Property 
Compliance  

$90.4m $90.4m $90.4m $45.0m $316.2m 

Unfiled Returns  $99.1m $99.1m $29.2m - $227.4m 
Total $488.0m $488.1m 382.2m $89.0m $1,447.3m 
Note: These numbers represent the gross revenue and cash (*) targets and do not take into 
account impairment expense. 

Rate of return on further funding 

3. Following this report we have been asked what rate of return Inland Revenue could 
generate if it were provided with the full $141 million in additional funding over the forecast 
period. 
 
4. The proposal set out in our previous report for additional funding of $62.7 million over 
the forecast period focused on: 
 
• Expansion of hidden economy activity; 

• 

• Outstanding returns; and 

• Legislative opportunities. 
 
5. If Inland Revenue were provided with the full $141 million over the forecast period, we 
would be able to generate some level of additional return.  However, given the constraints we 
have outlined in this note and in our previous report we cannot be confident of the level of 
that return.  We are confident, however, that it will be a diminishing level of return, and 
therefore will not be equivalent to the return of $5.7:$1 that we believe we can obtain from an 
additional funding investment of $62.7 million over the forecast period. 
 
6. Improving revenue collection requires two essential elements: 
 
• Better information and analysis to inform what, and whom to focus on in order to 

ensure an appropriate rate of return is achieved; and 

• The optimum number of people who have the right skills and capabilities to do the 
associated work – for example analytical skills (intelligence analysts) and compliance 
skills (investigators and collections resources). 

[41]
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7. We believe there are diminishing returns to investing in activity involving compliance 
work as there is a limit on how much information and analysis can be handled at any one 
time, and because the people required to undertake the work need to be recruited, trained and 
located somewhere.  In addition, a key aspect of Business Transformation is moving to a 
model with a much greater focus on customers getting it right from the start.  As we have 
outlined, we have already committed to significant additional revenue from the new model 
and until we have fully implemented the new model it is difficult to be confident about the 
types of additional interventions that are effective and which of those will have the best 
return. 
 
8. There are significant constraints for an organisation that is currently deploying new 
technology over multiple years and re-organising its structure on the basis that it will not have 
the same level of staff numbers in the future.  The proposal for an additional $62.7m over the 
forecast period is a level of investment that we estimate will maximise the returns on 
investment given these constraints.  We also consider there would be risks associated with 
seeking to achieve further return on investment while Inland Revenue is undergoing such a 
significant transformation process.   
 
9. There are, however, some options that could be explored further that may not require 
significant additional resources.  One aspect of the $62.7 million funding package we have 
proposed is to explore legislative opportunities arising from the data and insights gained from 
the compliance activity that forms the bulk of the package.  We provide some further detail 
below. 

Legislative opportunity – expanding withholding  

10. Withholding taxes and/or third party reporting regimes (for example PAYE) are 
considered a highly effective way of ensuring compliance.  One aspect of the package 
contained in our previous report was considering legislative opportunities to generate 
additional revenue. The focus would be on options that minimise the opportunity customers 
have to not comply with their obligations – for example targeted third party reporting rules 
and/or withholding taxes for specific classes of customers, identified though analytic and 
audit activity.   
 
11. Where non-compliance is enduring and common, audit activity on its own will not 
permanently solve the problem.  An alternative is to introduce reporting and/or withholding 
rules that apply to classes of customers (for example contractors in particular industries) based 
on intelligence gained through analytic and audit activity. Australia and the United Kingdom 
have introduced rules in recent years to improve contractor compliance.  In New Zealand, 
contractors operating through labour hire firms were recently added to the withholding rules, 
however the wider contractor withholding rules remain piecemeal in nature.  A possible future 
review of these rules was flagged in the April 2016 officials’ issues paper Making Tax 
Simpler: Better business tax.1  
 
                                                 
1 https://www.makingtaxsimpler.ird.govt.nz/sites/default/files/files/mts_businesstax_issues_paper.pdf 
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12. This regulatory approach does not require significant audit resources.  Rather it requires 
new regulations and/or legislation to impose reporting and/or withholding obligations on 
those businesses who hire contractors in the areas targeted.  Such changes do impose 
compliance costs on those hiring businesses, but may reduce compliance costs for the 
contractors (by potentially removing the need to pay provisional tax). 
 
13. The package set out in our previous report contained some limited provision for revenue 
to be generated from targeted withholding changes, however if Ministers wished to pursue 
this further, we could undertake a wider review of expanding reporting and/or withholding 
and provide advice on further opportunities that may generate additional revenue in this area.    

Next steps 

14. We understand that this matter is to be discussed at an upcoming meeting between the 
Minister of Finance and Minister of Revenue.  Inland Revenue’s suggested approach is to 
proceed with a bid for the investment of $62.7 million and also seek an indication from 
Ministers as to whether they would like Inland Revenue to prepare advice on the withholding 
approach.   
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Recommended action 

We recommend you: 
 
(a) Note the contents of this report. 
 
Noted Noted      
 
 
(b)  Discuss the contents of this report with officials. 
 
Discussed Discussed 

  
Matt Cowan Arlene White 
Senior Analyst Deputy Commissioner 
Tax Strategy Service Delivery 
The Treasury Inland Revenue 
 
 
 
 
 
 
Hon Grant Robertson Hon Stuart Nash 
Minister of Finance Minister of Revenue 
     /     / 2017      /      / 2017 
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