
Submission by the Treasury to the Senate Economics Legislation Committee: Inquiry into the Inspector-General of Taxation Bill 2002.

Key Points

· Bill creates a new statutory office of Inspector-General of Taxation charged with improving tax administration.

· Community consultation was undertaken in developing Bill through the Board of Taxation.

· The Board of Taxation found widespread support for establishing an office of Inspector General of Taxation.

· The Bill protects the privacy of individual taxpayer information provided to the Inspector-General.

· The Inspector-General must consult with the Commonwealth Ombudsman and the Commonwealth Auditor-General each year in developing the Inspector-General’s work program.

Introduction

1. The Inspector-General of Taxation Bill 2002 establishes a new independent statutory office to review and recommend improvements to tax administration for the benefit of all taxpayers.  This Submission outlines a range of issues considered in the development of the Bill. 

Role of Inspector-General

2. The Inspector-General will provide a new source of independent advice to Government on the effectiveness of tax administration and process.  The Bill provides that the Inspector-General is appointed by the Governor-General with wide-ranging powers and authority to be able to undertake comprehensive reviews of the performance of tax administration systems.

3. The Bill provides the Inspector-General with a broad range of powers to obtain comprehensive information on the administration of the tax laws.  Submissions can be invited from the public or particular groups of taxpayers or tax professionals.  The Inspector-General may receive and retain submissions in confidence and may hold meetings with taxpayers, tax professionals or their representatives.  The Inspector-General reports annually to Parliament and presents reports on reviews directly to Government.

4. The Bill does not impose any obligations on taxpayers and introduces no additional compliance costs for individuals or business.  The compulsive investigative powers of the Inspector-General do not extend to taxpayers, since the Inspector-General will be reviewing systemic tax administration issues and not the tax affairs of individuals or groups.

5. The Inspector-General’s role will complement existing agency responsibilities and avenues available to review tax decisions.  These include internal review by the Australian Taxation Office, external review by tribunals, appeal to the courts and the right of individual taxpayers to complain to the Commonwealth Ombudsman.  In addition, the role of the Inspector-General does not impact on the independence of the Commissioner of Taxation.   The Inspector-General will not be able to direct the Commissioner other than to require the Commissioner to disclose information for review.

Consultation

6. Following the release of a Consultation Paper ‘The Inspector-General of Taxation in the Taxation System’ by the Minister for Revenue and Assistant Treasurer in May 2002 (copy attached), a consultation process was conducted through the Board of Taxation.  The Board sought and considered views of business, tax professionals and the community.  This consultation process was advertised in daily newspapers though out Australia and resulted in 34 submissions being received by the Board.  The Board also conducted meetings in Sydney, Melbourne and Canberra with external stakeholders.

7. Copies of submissions made to the Board, details of stakeholder discussions, and the Board’s  final report have been made available on the Board of Taxation website at www.taxboard.gov.au. 

8. The membership of the Board of Taxation is drawn from industry, the community and government.  The role of the Board is to provide the Government with independent advice on tax matters which it did in developing the Inspector-General of Taxation proposal.

Board of Taxation Report

9. The Board of Taxation provided a report on the Inspector-General of Taxation proposal to the Minister for Revenue and Assistant Treasurer in July 2002 (copy of the Board’s final report is enclosed for reference).  The Key findings of the Board included:

· that there was strong support among business taxpayers, tax professionals and the community for the establishment on an Inspector-General;

· that there was a preference for the Inspector-General to be a separate organisation from the Ombudsman’s office;

· identifying the need for the Inspector-General to have access to individual taxpayer records, subject to rigorous privacy procedures; 

· identifying the need for the Inspector-General to be totally independent of the Australian Taxation Office;

· procedures for the appointment and dismissal of the Inspector-General; and

· identifying the need for the Inspector-General to be able to establish the office’s own work program priorities, subject to any Ministerial direction.  That the Inspector-General should not be a member of the Board of Taxation and should liaise with the Ombudsman and the Auditor-General in setting programs and priorities.

10. The Government accepted all the Board’s recommendations in principle, and the Board’s advice is reflected in the Bill currently before the Parliament.   A copy of the Government’s response is attached.

Reporting

11. On completion of a review, the Inspector-General must report, in writing, to the responsible Minister.  The Minister may table all or part of a report in Parliament or make it otherwise publicly available.  Further, the Inspector-General must prepare an Annual Report on the operations of the office for each financial year.   This Report must include details of any directions given by the Minister during the year.  The Minister must table the Annual Report within 15 sitting days of receiving it.

12. In order to protect individuals and organisations providing information to the Inspector-General, the Bill protects sensitive information from disclosure.  The protection from disclosure extends to:

· information that would be prejudicial to the public interest;

· information relating to a particular taxpayer’s affairs;

· the naming or specific identification of a tax official, other than the Commissioner of Taxation; 

· criticism of the Australian Tax Office or tax official(s) that the Commissioner of Taxation has not had a reasonable opportunity to respond to; and

· confidential submissions to the Inspector-General.

Inspector-General’s Independence and Powers

13. The Inspector-General is a full time position, appointed by the Governor-General for a maximum period of 5 years.  The Bill provides independence of the office in that the Inspector-General can only be dismissed by the Governor-General on certain grounds which are: bankruptcy; extended absences; engaging in outside work; misbehaviour; physical or mental incapacity.  Treasury Ministers do not have the power to unilaterally dismiss the Inspector-General. 

14. The Bill provides that the Inspector-General can initiate a review of a tax administration issue.   This issue may be drawn to the attention of the Inspector-General by taxpayers, tax professionals or the Commonwealth Ombudsman.  In addition, Parliament and the Commissioner of Taxation may request the Inspector-General to undertake a review. 

15. The Bill provides the Inspector-General with the following three ways of obtaining information:

· through open public consultation;

· through voluntary disclosure by the Commissioner of Taxation; and

· through the use of statutory powers to obtain information from tax officials.

Relationship to other Review Bodies

16. The Bill requires the Inspector-General to consult with the Commonwealth Ombudsman and the Commonwealth Auditor-General each year to assist in developing the Inspector-General’s work program.    This will avoid possible duplication in investigations being conducted by each of the organisations.

17. The Commonwealth Ombudsman currently reviews, inter alia,  administrative action taken by the Australian Taxation Office, both in response to a complaint and on an ‘own motion’ basis.   The Ombudsman’s Office includes a specialist tax team focussing on taxpayer complaints.

18. In considering possible overlaps in responsibilities, the Board of Taxation’s review examined the need to establish the Inspector-General as a separate organisation to the Ombudsman’s Office. The Board concluded that the Inspector-General should be established as a separate organisation, with the Ombudsman retaining its existing functions.   Issues that favour having a separate Inspector-General organisation include:

· different roles - the Ombudsman’s principle role is to address complaints made by individuals whereas the Inspector-General’s responsibility would be to improve the administration of the tax laws for the benefit of all Australians; 

· different accountability - the Inspector-General would advise Government to assist improving tax administration, whereas the Ombudsman reports to Parliament;

· the view that allocating additional resources to the Ombudsman to undertake systemic taxation reviews may result in those resources being diverted by internal priorities, eg to investigate individual taxpayer complaints, instead of being used for systemic reviews; and

· that the Inspector-General can be pro-active in investigating problems and does not need to be reacting to taxpayer complaints.

Attachments

19. In addition to the publications previously mentioned, a separate briefing paper prepared for the information of Senators has been attached to this Submission.

A. ‘The Inspector-General of Taxation in the Taxation System’ Consultation Paper, May 2002.

B. ‘Inspector-General of Taxation.  A Report to the Minister for Revenue and Assistant Treasurer’ The Board of Taxation, July 2002.

C. ‘Minister Responds to Inspector-General Report’ Press Release by the Minister for Revenue and the Assistant Treasurer, 16 September 2002.

D. ‘Inspector-General of Taxation Bill 2002’ Brief for Senators, 21 October 2002.
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