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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. 
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17 November 2017 
 
 
 
Minister of Finance 
Minister of Revenue 

Additional revenue from increased Inland Revenue activity 

Executive summary 

1. This report provides advice you have requested about additional revenue that could be 
generated by Inland Revenue as a result of increased activity from extra funding. 
 
2. Inland Revenue is committed to significant revenue assessment increases as a result of 
the Business Transformation programme.  This includes the advanced analytics systems we 
are currently developing which are critical to achieving improved compliance gains and 
revenue assessment increases.  We also have a number of existing targeted funding 
programmes which have revenue return commitments.  As a result, Inland Revenue is 
somewhat constrained in its ability to offer significant additional revenue gains from further 
targeted funding initiatives. 
 
3. Taking this into account, we have identified four areas where increased activity could 
generate further revenue, specifically: 
 
• Expansion of hidden economy activity; 

• 

• Outstanding returns; and 

• Legislative opportunities. 

 
4. In combination, the extra activity is estimated to have the following additional funding 
and revenue implications: 
 
Additional funding by financial year: 
 
2017-18 2018-19 2019-20 2020-21 2021-22 Total 
$2.8m $20m $20m $13.5m $6.4m $62.7 
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Return (net of impairment) by financial year: 
 
2017-18 2018-19 2019-20 2020-21 2021-22 Total 
$0m $77m $124m $84m $70m $355m 
 
5. Additional total revenue of $355 million is therefore estimated to have a total cost of 
$62.7 million across the forecast period. 
 
6. Inland Revenue has a moderate level of confidence in these additional revenue 
estimates.  You have asked for some initial advice, however, further development and detail 
on these proposals is required. 
 
7. The Labour Party fiscal plan included additional funding of $15 million in 2017-18 
rising to $30m in 2018-19 onwards.  The proposals outlined below target areas where Inland 
Revenue believes additional revenue can be generated.  Although the additional revenue does 
not meet the long-run target in the Labour Party fiscal plan, there would be diminishing 
returns from investing in a higher level of additional revenue generating activities, particularly 
while Inland Revenue is undergoing a multi-year Business Transformation programme and 
introducing a new organisational design.  

Recommended action 

We recommend you: 
 
(a) Note the contents of this report. 
 
Noted Noted     
   
 
 
 
 
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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Background 

8. You have asked us for advice on additional revenue that could be generated from 
increased Inland Revenue activity with the provision of extra funding. The Labour Party fiscal 
plan included provision for additional funding to Inland Revenue to generate additional 
revenue as follows: 
 
Fiscal plan additional funding by financial year: 
 
2017-18 2018-19 2019-20 2020-21 2021-22 Total 
$15m $30m $31m $32m $33m $141m 
 
Fiscal plan additional return by financial year: 
 
2017-18 2018-19 2019-20 2020-21 2021-22 Total 
$100m $200m $200m $200m $202m $902m 
 
 
9. The fiscal plan indicated that this further revenue would be generated from additional 
compliance work with multi-nationals.  As officials have discussed with you, Inland Revenue 
currently has a reasonably comprehensive and effective compliance approach to multi-
nationals operating in New Zealand and we do not believe that it is possible to collect any 
substantive amount of additional revenue from this group within current policy settings. 
 
10. Inland Revenue undertakes a proactive intelligence-led approach to ensuring 
compliance by significant enterprises, of which over 50% are foreign owned.  An annual 
population analysis is undertaken to identify all significant enterprises, and the foreign-owned 
groups within that population.  A multi-faceted compliance approach is then applied.  In 
addition to case by case monitoring and review, Inland Revenue also undertakes strategic 
analysis to identify patterns and trends, including industry-specific analysis.  This is further 
supported by continuous monitoring of international intelligence and new and emerging risks 
through our international networks.  

Current funding and revenue environment 

11. Inland Revenue is currently undertaking a significant multi-year Business 
Transformation programme.  The programme will simplify and streamline our business 
processes, policies and customer services through the introduction of a new organisational 
design as well as an upgrade of our technology platform.  As part of this programme Inland 
Revenue has committed to additional revenue generation over the next five years as follows: 
 
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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12. This additional revenue will be driven by improved administration of the tax base, 
supported by:  
 
• more sophisticated analytical capabilities;  

• improved methods of both sharing and receiving information;  

• legislative changes that increase what, and how often, information is reported to Inland 
Revenue; and  

• proactively ensuring compliance by helping customers get it right from the start.   

  
13. In addition to the Business Transformation forecasted additional revenue, Inland 
Revenue currently receives targeted funding for several major initiatives.  This funding comes 
with revenue generation expectations.  A summary of the targeted funding revenue 
expectations is set out below.  All of these targeted funding streams are currently scheduled to 
cease by the 2020-2021 year or before, as per the below table. 
 
Current targeted funding initiatives 
 
Initiative 2017-18 2018-19 2019-20 2020-21 
Ageing Debt  $35.5m $35.5m $35.5m - 
Child Support  $35.9m $36.0m - - 
Complex Technical Issues $144.8m $144.8m $144.8m - 
Fraud  $10.0m $10.0m $10.0m - 
Hidden Economy  $72.3m $72.3m $72.3m $44.0m 
Property Compliance  $90.4m $90.4m $90.4m $45.0m 
Unfiled Returns  $99.1m $99.1m $29.2m - 
Note: These numbers represent the gross revenue and cash (*) targets and do not take into account 
impairment expense. 

Potential revenue generation package 

14. Given the additional revenue already forecast as part of Business Transformation and 
associated with existing time-limited funding, we believe the ability to generate additional 
revenue is somewhat constrained.  Improved analytics is a significant aspect driving both the 
improved returns to be generated from Business Transformation and improved returns outside 
the programme.  In the absence of improved analytics the ability to significantly further 
increase revenue assessment is limited.  Work on improved analytics systems is already 
underway and is not able to be accelerated.  
 
15. A further impact of the existing time-limited funding and Business Transformation 
worth noting is the increased focus on enabling compliant behaviour from customers.  This 
approach seeks to help customers get their tax obligations right from the start, rather than 
correcting non-compliant behaviour after it has occurred.  Where compliance behaviour 
changes as a result of, for example, advertising or calling campaigns in particular industries, it 
is difficult to attribute to a particular campaign, and because the compliance improves on an 
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up-front or go forward basis, it reduces the returns to be gained from subsequent compliance 
activities by Inland Revenue.     
 
16. Taking into account the activity already underway, we have compiled a package of 
initiatives that we consider, with some additional funding, will generate additional revenue.  
These initiatives all target non-compliant customers who either under-report their income or 
operate outside the tax system.  The specific areas we propose could be targeted are: 
 
• Expansion of hidden economy activity; 

• 

• Outstanding returns; and 

• Legislative opportunities. 

17. The total extra funding and expected additional revenue associated with these initiatives 
is set out below. We have assumed that this would be time-limited funding for the period as 
set out in the fiscal plan, that is, the final year of funding would be 2021-22.  Over the total 
period the proposed package represents a return on investment of $5.7:$1.0.  

 
Additional funding by financial year: 
 
2017-18 2018-19 2019-20 2020-21 2021-22 Total 
$2.8m $20.0m $20.0m $13.5m $6.4m $62.7m 
 
Return (net of impairment) by financial year: 
 
2017-18 2018-19 2019-20 2020-21 2021-22 Total 
$0.0m $76.9m $123.9m $84.0m $70.0m $354.8m 
 
18. Additional total revenue of $355 million is therefore estimated to have a total cost of 
$62.7 million across the forecast period. 

19. The proposed package does not generate any revenue in the 2017-2018 year.  This is 
primarily due to the need for a lead-in time to recruit and train new staff to undertake the 
proposed additional work.  In addition, as part of Inland Revenue’s Business Transformation, 
a new organisational structure for a large part of the department, including Customer and 
Compliance Services and Information and Intelligence Services teams, commences from 
February 2018.  While recruitment and preparatory activities can occur during this period, 
commencing revenue-generating activity from the beginning of the 2018-19 financial year 
will give an appropriate length of time for the new organisational structure to bed in and for 
any additional teams created as a result of additional funding to be appropriately aligned into 
the new structure.  Increased analytical capability, in the form of additional analytical staff 
will also need to be sourced externally.  

20. We note that if Ministers choose to progress with the proposed package, it will need to 
be developed and implemented at the same time as Inland Revenue is implementing other key 
Government 100 day priorities, and alongside the Business Transformation programme and 

[41]



T2017/2557, IR2017/595: Additional revenue from increased Inland Revenue activity   Page 6 

existing targeted funding activities.  The cumulative impact of these changes does give rise to 
some risk to the successful implementation of the full suite of initiatives.  However, overall 
Inland Revenue considers this risk can be minimised. 

21. Further information on each proposed area for targeting is set out below. 

Expansion of hidden economy activity 

22. Inland Revenue currently has a strong focus on hidden economy.  We have previously 
been provided additional targeted funding to focus in this area (Budget 2015) and this has 
generated consistent increased year-on-year revenue returns and increased public awareness 
of the need for compliance, particularly focusing on the high risk sectors of hospitality and 
construction. 
 
23. There are, however, other evolving sectors of the economy where Inland Revenue has a 
less visible presence, and non-compliance is becoming more sophisticated. 

 We consider that improved 
compliance levels could be achieved by expanding the current work undertaken in the 
hospitality and construction sectors into these other areas. Inland Revenue had intended to 
increase efforts in these areas as part of the Business Transformation programme, however 
under this initiative that work will be brought forward to generate earlier returns. 
 
24. Additional funding in this area could be used to establish additional customer 
compliance (investigations) and community compliance teams to focus on the expanded 
group of industries.  Additional analytics support and customer education and 
communications work would also be undertaken as has been the case with previous hidden 
economy work. 

Outstanding returns 

26. This initiative builds on existing unfiled returns work currently carried out under 
targeted funding.  It focuses on identifying customers who are registered in the system but 
regularly are not filing their annual returns and then contacting them to remedy this.  For 
example, focus could be given to outstanding company tax returns, along with the individual 

[41]
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returns of associated shareholders.  Additional funding in this area will primarily be utilised to 
bring on more people to undertake outbound calling campaigns, targeting customers identified 
from predicative analytics work.  Again, the application of additional analytics resource, 
along with education and communications work will also form part of this initiative.   

Legislative opportunities 

27. The final area where we consider there is opportunity to generate some additional 
revenue, is through utilising data and insights gained in the various intervention processes 
outlined above (and as part of existing interventions) to develop legislative solutions to 
particular aspects of non-compliance.  Such solutions would be focused on minimising the 
opportunity customers have to not comply with their obligations – for example targeted 
withholding taxes for specific classes of customers.  Intelligence from current and future 
compliance activity would be used to identify industries where legislative solutions such as 
withholding tax would improve revenue. 
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