


The revenue that we collect funds
government services, including:

social security and welfare
health

education

law and order

transport and communications
environmental protection
defence

housing and community
development

primary services.




Thank you for reading
our Annual Report
Nga mihi ki a koe mou
I panui i ta matou
Parongo a-Tau

Inland Revenue

Inland Revenue Te Tari Taake is

here to improve oranga—the
wellbeing of people, families and the
environment—for current and future
generations of New Zealanders.

We make our biggest contribution
to wellbeing through economic
activities, including collecting and
distributing money.



This logo represents the way that we
want to work with our customers

to achieve our primary outcome of
improving the economic and social
wellbeing of New Zealanders.

Our customers are represented
by the inner inverted koru.
They are the focus of all the
work that we do.
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The larger koru element reflects
the environment and the support
and guidance that we provide to
our customers. The head of the
koru meets the upward sweeping
woven strands, reflecting the
relationships we have with our
customers to help us understand
their needs.

The strands that form the base
of the koru represent our work,
and the interwoven strands
reflect the way we deliver our
services through developing
strong relationships, resources,
knowledge, skills and capability
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A word from the Commissioner

Over the last year, Inland Revenue Te Tari Taake has
continued to focus on making tax simpler and easier for
individuals and businesses, with 99.2% of tax returns being
filed digitally in 2023-24.

In New Zealand, we enjoy a high level of voluntary
compliance, with nearly 90% of payments made on time this
year. We offer help to customers who may be struggling to
meet their tax obligations.

New Zealand’s tax revenue has grown to its highest level ever
this year with tax revenue for 2023-24 being $115.4 billion.
This is 10.5% more than in 2022-23. We continue to focus on
making tax and entitlements easy and simple and follow up
with those who don’t comply.

Delivering value through our work

During the year, we refreshed our enterprise strategy,

which confirmed our core roles of working efficiently and
effectively, being active stewards of the tax and social policy
system and making a broader contribution across the
Public Service through working collaboratively.

The focus of our strategy, in particular being efficient
and effective, is consistent with helping us deliver the
Government's priorities for revenue.

The successful completion of our business transformation
programme in mid-2022 has created a solid foundation for

4 Annual Report 2024

us to build on and the opportunity to deliver greater value
for New Zealanders. This is the final year of reporting the
outcomes of the programme and you can read more about
what we have achieved on page 90.

IR delivered a range of initiatives this year intended to
improve efficiency and effectiveness across our services. You
will see some of these covered in this Annual Report.

During the year, there has been a notable net growth in
overdue tax debt, which is in part due to a difficult economic
climate. We are prioritising efforts to manage and recover
overdue amounts and are targeting high-value and high-risk
debt such as customers with high levels of debt and who
persistently default on their obligations.

Many customers with a debt have taken positive steps

to deal with it, which includes setting up instalment
arrangements this year covering $4.3 billion of debt, of which
$461 million had been paid at 30 June 2024. The ability for
customers to set up their own arrangements was one of the
changes introduced by transformation. Since February 2017,
when customers were first able to do this, more than 150,000
arrangements have been paid in full totalling $1.5 billion.

Across our compliance activities we have assessed
$975 million in additional revenue. This includes

$230 million in incorrect or fraudulent refunds and tax
reductions that were picked up by our systems and
stopped at the time of filing.

The analytical capabilities delivered by transformation enable
checks like these to happen at the time of a transaction,
which supports compliance and provides certainty to
customers. We can now quickly assess risk on a customer-by-
customer basis.

We have increased our enforcement activities this year for
the few customers who choose to not do the right thing. We
have carried out more audits and liquidations this year than
last year. These activities also build trust and give confidence
that, if people are doing the wrong thing, we will take action.



The new Government’s priorities include maximising
revenue, reducing costs to customers and simplifying
processes. In Budget 2024, IR received additional funding to
carry out more compliance activities to increase tax revenue.
We have committed to a return on investment of $4 for
every $1 invested in 2024-25 and $8 for every $1 in future
years. The funding will support an increase in investigations
and audits as well as focus on debt collection from overseas-
based student loan borrowers. This work is happening
alongside our existing compliance activities.

Helping customers

Being visible in the communities we work with is important
to us and we hosted tax workshops for businesses and sole-
traders and visited more than 1,600 customers to explain our
services and talk through any areas of concern.

We continued to run awareness campaigns, including

a successful campaign targeted at the construction
industry, which has led to increased compliance, resulting
in $1.2 million of debt being brought under instalment
arrangements.

In line with the Government’s priority of reducing
compliance costs for individuals and businesses, we have
continued to look at what we can do for small-to-medium-
sized enterprises (SMEs). We are also working to reduce
uncertainty for larger companies by providing tailored
account management for the biggest companies.

Our Tax Counsel Office also supports compliance through
providing clarity and certainty on tax law so that customers
can enter into commercial transactions with confidence.

As well as collecting revenue, IR administers a range of
social policy payments. Around 336,000 customers receive
Working for Families Tax Credits, we facilitate child support
for 145,000 children and process KiwiSaver contributions for
3.4 million New Zealanders.
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During the early part of 2024, we worked closely with the
Ministry of Social Development Te Manati Whakahiato Ora
and the Ministry of Education Te Tahuhu o te Matauranga
to prepare to implement FamilyBoost, the Government’s
new payment to partially reimburse early childhood
education costs. We can now implement new products and
services much more quickly and cost-effectively as a result of
transformation.

To raise awareness about the new scheme and other
Budget 2024 changes to Working for Families, we ran online
campaigns to reach as many eligible people as possible.

Working together for New Zealanders

Our work is not done alone. We work with other Public
Service agencies to deliver greater value together. We also
work with partners across the tax ecosystem, including
intermediaries, software providers, industry bodies and
community organisations, who all contribute to supporting
our customers.

To make sure New Zealand remains active in progressing
global taxation initiatives, we work with international
organisations and New Zealand’s tax treaty partners to
support international efforts to ensure that everyone pays
their fair share of tax.

The last year has required us to deliver our services in a
challenging economic and financial environment and we
have asked a lot of our people. | am proud of the work they
do every day to deliver positive outcomes for current and
future generations of New Zealanders.

Peter Mersi

Commissioner of Inland Revenue Te Tari Taake



He Kupu na te Kaikomihana

| te tau kua hori, kua mau tonu te arotahi a Te Tari Taake

ki nga mahi hei whakangawari, hei whakamama i te taake
MO nga tangata takitahi me nga pakihi, me tona 99.2% o

nga puka whakahokinga taake ka tukua matihikotia mai i
2023-24.

Kei Aotearoa nei, he tino pai te nui o te tautuku tuao, ara e
tata ana ki te 90% nga utu ka utua i te wa tika i ténei tau. Ka
tuku awhina matau ki a matau kiritaki e raruraru ana ki te
utu i a ratau kawenga taake.

Kua piki te whiwhinga taake o Aotearoa ki tona taumata teitei
rawa i ténei tau, ara kua tae ki te $115.4 piriona te whiwhinga
taake mo te tau 2023-24. Kei tona 10.5% nui ake ténei i téra
02022-23. Ka mau tonu ta matau arotahi ki nga mahi hei
whakangawari, hei whakamama hoki i te taake me nga takuhe,
3, ka whaiwhai hoki i te hunga kaore i te tautuku mai.

He tuku uara ma a matau mabhi

| te tau kua hori, i whakahou matau i ta matau rautaki
pakihi, ka whakaptmau ai i a matau tino kawenga ki te
mahi totika, whaitake hoki, ki te ata tiaki i te pinaha taake,
kaupapahere papori hoki, ki te whai wahi hoki ki te rangai
tdmatanui ma te mahi tahi.

E hangai ana te aronga o ta matau rautaki, me te kawenga
tonu ki te mahi totika, whaitake hoki, ki nga mahi hei

awhina i a matau ki te whakatutuki i nga whakaarotau o te
Kawanatanga mo te whiwhinga taake.
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Na te whakatutukitanga pai o ta matau hotaka whakarereké
pakihi i waenganui 0 2022, kua takotoria tétahi kaupapa
totoka hei whai atu ma matau, me te huarahi hoki ki

te whakawhiwhi atu i te uara nui ake ki nga tangata

o Aotearoa. Ko te tau whakamutunga ténei mo te
whakapiirongo i nga hua o te hotaka nei, ka taea te panui
étahi korero an6 mo nga huanga kei te wharangi 90.

Ka oti i Te Tari Taake nga tini kaupapa te whakatutuki i
ténei tau kia pai ake ai te totika me te whaitake o a matau
ratonga. Ka kite koe i nga korero mo étahi o énei kaupapa ki
roto i ténei Purongo a-Tau.

| ténei tau, kua piki matiratira ake te nui o nga nama e
tomuri ana, he ahuatanga ténei ka hua mai i te taiao ohanga
e uaua ana. Kei te whakatomua matau i nga mabhi ki te
whakahaere, ki te whaiwhai hoki i nga nama e tomuri ana,
kei te heipl atu ki nga nama nui te uara, nui te morearea
hoki, pénei i nga kiritaki e nui ana te nama, 3, e rite tonu ana
te hapa o nga utunga mai.

He tokomaha nga kiritaki whai nama kua ata mahi torunga

mai ki te whakatau i te nama, pénei i te whakarite i te utu
harangotengote tae atu ki te $4.3 piriona o te noho nama,

a, kua utua tona $461 miriona o ténei tae mai ki te 30 o

Pipiri 2024. Ko te aheinga o nga kiritaki ki te whakarite i a

ratau ake whakaritenga tétahi o nga panonitanga ki roto i te
whakahoutanga. Mai i te Pepuere 0 2017, ara ko te wa téra i
timata ai te ahei kia pénei te mahi a nga kiritaki, he nui ake i te
150,000 nga whakaritenga kua utua, e eke ana ki te $1.5 piriona.

Puta noa i 8 matau mahi tautuku, kua arotake matau i

te $975 miriona whiwhinga tapiri, ka raua atu ki ténei

ko te $230 miriona o nga whakahokinga taake me nga
whakaitinga taake e hapa ana, e tinihanga ana ranei i kitea

i roto i a matau punaha, aukatia i te wa o te tuku mai

i te puka taake. Ko nga plkenga tatari i hua maiai i te
whakahoutanga ka whakaahei i ngd momo arotake i te wa
tonu o te kurutetetanga, ma reira e tautokona ai te tautuku,
e whakamanawatia mai hoki nga kiritaki. Ka taea inaianei te
arotake tere i te morearea e pa ana ki ia kiritaki, ki ia kiritaki.

Kua whakapiki hoki matau i a matau mahi uruhi i ténei tau
mo éra kiritaki ruarua ka kowhiri kia kaua e whai i te ara tika.
He nui ake nga tatari kaute me nga whakamangohetanga
kua oti i a matau i ténei tau, téra i éra o te tau kua hori.

He mahi énei ka whakatipu i te whakapono mai, ka



whakamanawa hoki téra mehemea kei te mahi hé te tangata
ka whakauruhi atu matau.

Ka raua atu ki nga whakaarotau o te Kawanatanga hou nei, ko
te whakamorahi i nga whiwhinga taake, ko te whakaiti i nga
utu ma nga kiritaki me te whakamama i nga hatepe. | te Tahua
Patea 2024, ka whakawhiwhia Te Tari Taake ki étahi pitea hou
kia nui ake nga mahi tautuku hei whakapiki i te whiwhinga
taake. Kei te @ matau kia $4 te whakahokinga moni mo te

$1 ka whakapaua hei 2024-25, ka mutu ka piki atu téra ki te

$8 mo ia $1 hei nga tau o anamata. Ka tautoko te pitea i te
whakapikinga o nga whakatewhatewhanga me nga tatari kaute,
ka mutu ka aro hoki ki nga mahi kohi nama i nga tangata noho
nama a-tauira e noho ana ki tawahi. Kei te kokiritia énei mahi ki
te taha o nga mahi tautuku o mohoa noa nei.

Te awhina i nga kiritaki

He mea nui ki a matau te whakakanohi atu ki nga hapori e
mahi nei matau, kua whakat matau i nga awheawhe taake
ma nga pakihi me nga tangata mahi takitahi, kua toro atu

ki nga kiritaki 1,600 koni atu ki te whakamarama i a matau
ratonga, ki te korero hoki mo nga awangawanga.

| haere tonu a matau kaupapa whakamohio, tae noa atu

ki tétahi kaupapa e aro ana ki te rangai hanganui nana i
hua mai ai he whakapikinga tautuku, me te whakanoho
mai hoki o te nama e $1.2 miriona ki roto i nga tikanga utu
harangotengote.

| runga i te whakaarotau o te Kawanatanga ki te whakaiti i nga
utu tautuku mo nga tangata takitahi me nga pakihi, kua haere
tonu ta matau tirotiro he aha nga mahi ka taea hei awhina i
nga pakihi iti-waenga hoki (SMEs). Kei te mahi hoki matau ki te
whakaiti i te rangiruatanga mo nga pakihi nui ma te whakarato
i te tikanga whakahaere e hangai pti ana ki nga pakihi nui rawa.

Ka tautoko ta matau Te Tari Tohutohu Take i nga mahi
tautuku ma te marama me te pimau hoki o nga ture taake
kia maia nga kiritaki ki te whai wahi atu ki nga kurutete
tauhokohoko.

Hei apiti atu ki nga mahi kohikohi whiwhinga taake, ka
whakahaere hoki Te Tari Taake i nga tini takuhe kaupapahere
papori. Tera ko tona ahua 336,000 nga kiritaki ka
whakawhiwhia ki mé nga takuhe taake o Working for Families
Tax Credits, ka whakarite hoki matau i nga utu tautoko
tamariki mo6 nga tamariki 145,000 me nga tukunga KiwiSaver
ma tona 3.4 miriona nga tangata o Aotearoa.

Inland Revenue
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NoO te wahanga tuatahi o 2024, i ata mahi tahi matau ki Te
Manati Whakahiato Ora me Te Tahuhu o te Matauranga

ki te whakarite i nga mahi hei whakatinana i a FamilyBoost,
ara ko te utu hoki a te Kawanatanga ki te whakahoki i tétahi
wahanga o nga utu kura kohungahunga. Ka taea inaianei te
kawe atu nga taonga me nga ratonga hou kia tere ake ai, kia
mama ai hoki te utu na runga i te whakahoutanga.

E whakatairangatia ai te méhio ki ténei kaupapa hou, me
étahi atu panonitanga ki Working for Families Tax Credits

i puta mai i te Tahua Piitea 0 2024, i whakahaere matau i
étahi kaupapa whakatairanga tuihono kia puta atu te rongo
ki te tokomaha o nga tangata e maraurau mai ana.

Ko te mahi tahi ma nga tangata o Aotearoa

Ehara i a matau anake a matau mahi. Ka mahi tahi matau
me étahi atu tari kawanatanga ki te whakawhiwhi ngatahi
i te uara e nui ake ana. Ka mahi tahi hoki matau ki étahi
hoa rangapt puta noa i te taiao taake, tae atu ki nga
kaitakawaenga, nga kaiwhakawhiwhi piimanawa rorohiko,
nga ropl a-rangai me nga ropa hapori hoki, ratau katoa ka
whai wahi atu ki te tautoko i a matau kiritaki.

E whakaritea ai e toitl ana a Aotearoa ki roto i nga kaupapa
taake a-ao, ka mahi tahi hoki matau ki nga whakahaere a-ao
me nga whenua rangapi a-taake o Aotearoa ki te tautoko i
nga mahi a-ao ki te whakarite ka utu nga tangata katoa i te
taake e tika ana ki a ratau.

| te tau kua hori nei, kua kawea e matau te whakawhiwhi atu
i @ matau ratonga ki roto i tétahi taiao a-ohanga, a-putea
hoki e taimaha ana, kua nui hoki te tono mahi i a matau
tangata. E whakahi ana au ki nga mahi e kokiri nei ratau i

ia ra ki te tuku huanga torunga ki nga whakatipuranga o
Aotearoa o naianei, o anamata hoki.

Peter Mersi

Kaikomihana oTe Tari Taake



IR delivers 3 long-term outcomes for New Zealand
Ka tuku matou i nga putanga mauroa e 3 mo Aotearoa

As you can read in our Statement of Intent 2021-25,' we focus on progressing 3 outcomes,

or long-term results, for New Zealand:

Revenue

Revenue is available to fund
government programmes

through people meeting
payment obligations of their

own accord.

IR collects over 80% of Crown core revenue and we are
the steward of the tax system.

Pages 12 to 15 summarise our key results from
assessing and collecting tax revenue this year and
protecting the overall integrity of the tax system.

From page 17, we outline what we have done to make
it simpler to pay tax, reduce customer compliance
efforts and ensure everyone pays their share.

You can find more detail on our performance from
page 49 and financial information and notes on
revenue from pages 152 and 163.

Social policy
() payments

People receive payments they
are entitled to, enabling them
to participate in society.

IR administers a range of social policies and is
implementing a new programme, FamilyBoost. We play
a central role in improving the long-term effectiveness
and efficiency of New Zealand’s social policy system.

A summary of our delivery of social policy payments
starts on page 33.

From page 53, you can read more performance
information, including a case study about
implementation of the FamilyBoost scheme on page 92.

Financial information and notes on social policy
payments start on pages 154 and 169.

Collaboration

New Zealanders benefit

economically and socially
through our working
collaboratively across our

external environment.

The page opposite outlines the many organisations we work
with in the tax and social policy system.

Throughout the report, you can read about specific
initiatives where we have teamed up with other agencies,
community groups and international organisations.

You can read case studies on our work with others to collect
student loan and child support repayments from customers
overseas and on our information sharing from page 57.

1 Our Statement of Intent covering 2021-25 is available in the ‘About us’ section at [rdgovt.nd.
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To achieve our outcomes, we work with many others
E tutuki ai a matou putanga, he tokomaha a matou

hoa mahi ngatahi

As the principal steward of the tax and social policy system, IR plays a crucial role in
maintaining and enhancing its integrity. We are accountable to the Minister of Revenue.

IR works with many other organisations that help manage and run the tax and social policy
system, with community groups and with international tax networks.

Advice

IR advises the Government on tax policy and the social
policies that we administer. We work with other agencies
such as the Treasury Te Tai Ohanga to help deliver
oranga—wellbeing—for all New Zealanders.

Products

We provide assurance that the system for tax and social
policy payments:

« operates efficiently
« delivers what the policies intended
« achieves the intended outcomes

« remains fit for purpose.

Partnerships

Many other parties help IR manage and run the tax and
social policy system such as tax agents, employers, KiwiSaver
scheme providers and financial institutions. We also work
with New Zealand Police Nga Pirihimana o Aotearoa to
disrupt organised crime.

We are part of a digital ecosystem that includes service
providers such as payroll software companies. We have
information-sharing arrangements with more than

23 agencies.

Social policy payments

IR administers various social policy programmes, working
closely with other government agencies, especially the
Ministry of Social Development Te Manati Whakahiato
Ora (MSD) and the Ministry of Business, Innovation and
Employment Hikina Whakatutuki (MBIE).

International revenue

IR advises the Government on international tax issues
and helps to develop and implement New Zealand’s
international tax legislation.

We work with groups such as the Organisation for Economic
Co-operation and Development and tax agencies in

other countries. We're able to exchange financial account
information with 99 overseas jurisdictions.

Inland Revenue
Te Tari Taake



Our customers want us to keep making tax and
social policy payments simpler and more certain
Kei te hihia @a matou kiritaki kia mama ake te utu
i a ratou take me nga utunga, otira kia tuturu ake

IR has a relationship with nearly every individual and business in New Zealand and
hundreds of thousands of customers living overseas. We focus on making tax and
student loan obligations simple to pay, supporting individuals and families through
making social policy payments and helping New Zealanders save for their first home

or retirement.

&

It's important to our individual customers that we:

« send out annual tax assessments quickly and explain
things clearly

« help people pay what they should on time

« make it straightforward to set up a plan for repaying
an overdue debt.

3.5 m|II|on CUSTOMERS

received an automatically issued individual income tax
assessment in the tax year to March 2023."

3.4 mI"IOI1 KIWISAVER MEMBERS

were enrolled in the scheme at 30 June 2024. We
transferred $10.4 billion to scheme providers to invest in
2023-24.

618,000 STUDENT LOAN BORROWERS

made $1.6 billion in repayments this year.

$328 million

IN DONATION TAX CREDITS

went to 313,000 customers in 2023-24.

1 Figures for the tax year ended March 2024 are not available
for this Annual Report because some customers who use tax

agents have until April 2025 to file their 2024 returns.
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Families receive social policy payments that we deliver along
with MSD and MBIE.

Some families may be facing hardship, managing complex
circumstances or unsure about the payments they're entitled to.

Families and whanau want us to:

« give them certainty about the payments they receive
from week to week

+ take the time to understand their situations and work
through options for receiving entitlements or paying
child support.

Along with MSD, IR distributed:

$3.1 bI"IOI‘I IN NET ENTITLEMENTS

to support working families this year.

145,000 CHILDREN

were supported by the Child Support Scheme.

5480 million v chio supprorT

was collected from more than 127,000 parents in 2023-24 and
$413 million was distributed to carers.

5642 mI"IOI‘I IN PAID PARENTAL LEAVE

payments went to around 54,000 new parents.



Our customers want us to keep making tax and
social policy payments simpler and more certain
Kei te hihia @a matou kiritaki kia mama ake te utu
i a ratou take me nga utunga, otira kia tuturu ake

All New Zealand businesses interact with IR. As well
as paying tax, businesses play a key role in the tax and
social policy system by providing us with employment
information and collecting tax and social policy
payments such as student loans and child support for
their staff.

Small businesses want dealing with IR to be as simple
and efficient as possible. We're focused on reducing their
compliance effort.

Providing certainty and clarity for companies is critical so
they can manage their tax obligations.

It's important that we:
« help new businesses get their tax right from the start
« reduce the effort and uncertainties involved in paying tax

« understand their circumstances if they’re going through
difficulties

« make it easy to advise us about any significant loss of
income or set up an instalment arrangement to pay a
debt.

250,000 EMPLOYERS

filed more than 7.2 million employer information returns
in 2023-24.

708;000 CUSTOMERS

were registered for GST at some point in 2023-24.
They filed 3.19 million GST returns.

435)000 COMPANY RETURNS

were filed in the 2023 tax year.’

Inland Revenue
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One of the ways that we keep customers at the centre
of our services is through our customer research
panel, IR Connection.

IR Connection is an 18,000-strong community who
represent all customer groups and product users,
including traditionally hard-to-reach customers such as
new migrants and people living with disabilities.

Through the panel, IR learns about customers’
experiences, motivations and needs. This year, members
have shared their views on a range of key topics,
including:

» looking at ways to optimise the electronic

notifications we send to customers when there is an
action they need to take or information to read

+ helping our policy teams understand how donation
tax credits are working for customers.

We're grateful for IR Connection members’ time and
valuable contributions.

1 Figures for the tax year ended March 2024 are not available
for this Annual Report because some customers who use tax

agents have until April 2025 to file their 2024 returns.
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Tax revenue reached $115.4 billion this year
| eke te whiwhinga taake ki te $115.4 piriona i ténei tau

New Zealand’s tax revenue grew to its highest level ever this year. However, in the

current economic conditions, more customers have struggled to pay their tax and
there has been a notable net growth in overdue tax debt.

Under our completed transformation programme, IR sought
to deliver an uplift in Crown tax revenue. Tax revenue for
this year was $115.4 billion, 10.5% above 2023 and 14.7%
more than in 2022.

Most of the annual growth was in deductions from salary and
wages, GST net of refunds and resident withholding tax (RWT)
on dividends and interest. (RWT is a tax deducted from some
kinds of investment income before the investor receives it.)

The growth in deductions from salary and wages was

$4.8 billion (10.4%), reflecting salary and wage growth and
the associated increase in tax due to more income being
earned in higher tax brackets.

Net GST grew by $3.4 billion (13.0%) as a result of growth

in domestic consumption, partially offset by less GST from
residential investment. Net GST collected was further boosted by
a decline in imported goods, which resulted in smaller refunds.

IR collected $110.3 billion in tax receipts, which is 6.9%
higher than in 2023.
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We continued to focus on assessing and collecting revenue
efficiently and have increased efforts to get the revenue that
is harder to collect because customers have not filed returns
correctly or paid their tax on time or in full.

Overdue tax debt (which excludes debt related to child
support, student loans, COVID-19 support products and
Small Business Cashflow Scheme loans) grew to $7.94 billion.
The level of tax debt tends to increase alongside revenue
growth. However, economic conditions and changes we
made this year to the definitions of overdue tax debt
resulted in it increasing at a greater rate than revenue.
(There’s more on this on page 23). We've worked with
customers to ensure they are repaying debt quickly and
sustainably.

IR is furthering the Government’s commitment to operating
a stable, predictable revenue system by continuing to simplify
tax, reduce uncertainties for taxpayers and businesses, assure
future revenue and collect more unpaid tax.



TOTAL TAX REVENUE

" $115.4b
" $104.5b
" $100.6b
~ $93.8b

$77.7b

MAIN TAX REVENUE TYPES

Individuals tax

$58.9b

51% of tax revenue

TAX REVENUE GST

IRy §$29.2b

25% of tax revenue

o $18.7b

16% of tax revenue

Other

$8.6b

8% of tax revenue

A breakdown of the tax that takes more effort to collect, using revenue from the 2023-24 financial year

$106.9b

in tax revenue was paid
on time and in full (94% of it)

12.6m returns
were filed on time

Cost: $506.8m to inform
customers and
process obligations

Inland Revenue
Te Tari Taake

$4.03b

in overdue tax debt
was collected

$1.71b

in revenue was assessed
from finalising
overdue returns

$975m

in revenue was
identified and expenditure
recovered or disallowed
through our compliance
interventions

Cost: $83.9m to manage
overdue debt and
unfiled returns

Cost: $102.7m
for investigations
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Key results

Nga hua matua

MAKING TAX SIMPLER

88.2% 2

of the tax payments made
by customers were on time
and in full ($106.9 billion
paid on time and in full)
2023: 88.8%

2022: 89.4%
TARGET: 90%

82% &

of customers who received
an automatically calculated
individual income tax
assessment had nothing
further to do
(provisional result)

2023: 83%

72% ©

of customers found it easy
to get the information they
needed
2023: 72%

2022: N/A
TARGET: 70%

ACTIVELY MANAGING DEBT

We collected $4.07 billion in overdue debt
this year ($2.95 billion in 2023), of which
$4.03 billion was for overdue tax. Read about
what we did to manage debt from page 23.

58.3% @

of new customer debt was resolved
within 6 months
2023: 58.6% | 2022: 61.7%
TARGET: 50%

Overseas-based borrowers paid $173 million
in student loan repayments, $17.5 million
more than in 2023. However, their compliance
remained low so we've increased efforts to
address this, outlined on pages 25 and 58.

82.9% 2

of student loan customers met
their obligations

2023: 83.1% | 2022: 83.8%
TARGET: 85%

EVERYBODY PAYS THE RIGHT AMOUNT

We collected

$67.69 ©

in cash for every
dollar spent on debt

We identified

$975m &

in revenue and recovered
or disallowed expenditure
through our compliance

61% @

of customers had trust in IR.
Trust is integral to the integrity
of the tax system and to
people’s willingness

. : 2023: $47.11
interventions 2022: $43.43 to pay their obligations. There’s
2023: $973m TARGET: $40.00 more on this on page 61.
2023: 57%
2022: 60%

(\/) (_) These show our performance against measures that have

(7l) (_)) (N) These show our performance across trend-over-
specific targets—we met or did not meet a target.

time indicators, which improved, were stable or saw
minimal change or declined.
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Key results
Nga hua matua

CERTAINTY FOR FAMILIES

66% ©

of Working for Families customers who got
regular payments during the year were paid
within 20% of what they should have received
(provisional result)

2023: 64% | 2022: 64%

We continue to work with customers to ensure

they get the right amounts and avoid going into

debt. You can read about this work and progress

on our review of the whole Working for Families
policy from page 34.

72.5% @

of child support assessments were
paid on time

2023: 70.8% | 2022: 70.2%
TARGET: 70%

Read about the improved outcomes we've
delivered for child support customers and
children through our transformation
programme and other changes on pages

35 to 36.

COST-EFFECTIVE AND EFFICIENT AT WHAT WE DO

IR constantly works to improve efficiency and effectiveness across our work programme, alongside
our implementation of Government’s revenue and social policy, design and operational changes.
This is the last year of reporting on the outcomes of our business transformation programme. We
achieved 7 out of the 10 indicators for which there are quantitative measures, including for digital
uptake, system availability and resilience, additional Crown revenue and administrative savings.

Read more from page 90.

It cost IR

45 cents ©

to collect $100
in tax revenue

2023: 43 cents

2015: 80 cents
(prior to our business
transformation)

We assessed

$71.630

in revenue for every dollar
spent on unfiled returns
2023: $60.12

2022: $61.10
TARGET: $45.00

We transferred

$10.4b &

in KiwiSaver contributions
to scheme providers

2023: $9.7b

99.2% @

of income tax, GST and
employment information
returns were filed digitally

2023: 99.0%
2022: 98.7%

GOVERNMENT
PRIORITIES

IR has worked with key publicand

private sector partners to deliver

Government priorities for the tax

and social policy system, including:

« FamilyBoost

« changes to the bright-line test

« changes to personal income
tax rates, and

« implementing an online
casino gambling tax.

Read more about this from page 40.

(‘/) (_) These show our performance against measures that have

specific targets—we met or did not meet a target.

Inland Revenue
Te Tari Taake

@ @ @ These show our performance across trend-over-

time indicators, which improved, were stable or saw
minimal change or declined.



Our compliance approach
Ko ta matau kokiri i nga mahi tautuku

Our compliance approach is how we go We take a range of actions to tackle the few people who try
. . . to deliberately flout the rules.
about collecting revenue and distributing © deiberately TIott the Tiies

social policy payments. You can read about the range of compliance activities

carried out this year and results in the next 2 sections.

We strive to make it as easy as possible to pay tax and
receive payments and hard to get it wrong. We work with
those who have unintentionally found themselves in debt to
repay it and become compliant taxpayers again.

Designing the tax and social Using analytical tools to Stepping in when people
policy system with end-to- help ensure people get get things wrong
end compliance in mind things right The right side of the diagram shows
In the diagram below, the left side The centre shows that we use tools the approaches we can use with the
shows our tax and social policy, and intelligence capabilities to very few customers who need more
systems, processes and guidance that identify and assist customers who help to get things right or more of our
help the majority of our customers need more help to comply with attention because they deliberately
get their tax and payments right. their obligations. try to avoid their obligations.
COMPLIANCE BY DESIGN FACILITATING COMPLIANCE INTERVENTIONS FOR THOSE
Most people get it right Right from the start WHO DO NOT GET IT RIGHT

Errors and deliberate non-compliance

fmi

.
Policy and
legislation -
Qs and Intey,
o &y Advice Assistance
Y\
Check and verify
E 3
J: System analytics
25 o — Targeted
intelligence Reviews & campaigns &

Collections
investigations

interventions

{é Guidance and

education
Systems and
process design

Disputes Litigation
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Revenue—

our year

Nga whiwhinga—
ko ta matau tau

Ensuring revenue is there to fund government
programmes and services is the first outcome
that Inland Revenue Te Tari Taake (IR) delivers
for New Zealand.

We continued to work to make tax simpler and
easier to pay, and we have stepped up efforts to
collect overdue tax debt.

IR is using a range of compliance capabilities,
data and intelligence to address the few who try
to deliberately flout the rules and avoid paying
their fair share.

We're steadily increasing compliance activities
with additional Budget 2024 funding.




Making tax simpler, collecting revenue efficiently

New Zealand has a high level of voluntary compliance when it comes to people paying tax,
with little to no contact needed with IR. Nearly 9 out of 10 tax payments were on time this
year. IR has worked to assess and collect tax efficiently and ensure core tax revenue continues

to be reliable from year to year.

Tax revenue for this year was $115.4 billion, 10.5% more than
in 2022-23.

We have continued to focus on delivering efficiencies across
our operations and optimising resources. This is freeing up
more time to tackle non-compliance and implement the
Government’s priorities. However, as you can read on

page 23, there has a been a notable net growth in overdue
tax debt alongside revenue. We have lifted efforts to collect
unpaid tax and actively manage overdue debt.

Compliance from the start

Designing compliance into our systems and processes lies
behind the success of key IR tax events, digital services for
businesses and effective implementation of Government
policy changes.

The tax event most New Zealanders experience every
year is an individual income tax assessment, where we
automatically calculate and finalise their tax for them. IR
sends out assessments over May to July. As at 30 June,
3.6 million customers had received their assessment and
82% had effectively completed their tax obligations for
the year.

IR has run these assessments since 2019, refining the process
each year—we sent 221,000 more automatic assessments
than in 2023 by removing out-of-date income source
information that would require people to manually file.

Systems design also ensures a significant amount of non-
compliance is prevented at the earliest opportunity possible.

TAX REVENUE PAID ON TIME AND IN FULL

Payments by volume

88.2% $

of the tax payments that customers

made were on time and in full

2023: 88.8% | 2022: 89.4%
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Our systems automatically screened 9.7 million returns
this year, stopped 134,000 returns that did not look right
for review and processed the rest quickly. $230 million in
incorrect or fraudulent refunds and tax reductions were
stopped at the time of filing.

Promoting compliance in the community

While IR is a highly digital organisation, we also need to be
visible in communities to help people get their tax right and
reinforce that we're looking for wrongdoing. This year, our
community compliance teams have offered targeted support
to many communities, including new migrants, businesses
and customers affected by the weather emergencies in 2023.

Targeted support means tailoring our education to intrude
into people’s lives as little as possible while providing the
right tools and information. For example, we hosted tax
workshops for 2,500 businesses and sole-traders and visited
1,660 customers to explain our services and talk through any
areas of concern.

At an expo at Unitec in May 2024, most of the students
we talked with were in their last year of study to become
electricians, builders and mechanics and were keen to
understand the different compliance efforts involved in
working for a company versus being self-employed.

We covered income tax, PAYE, business structures and
expenses, compliance and withholding tax, and emphasised
the overall importance of self-employed customers being

proactive about paying tax and keeping good records.

There is more on
revenue from page
49 and financial

Payments by value

94.0%

of the value of those tax schedules and

notes start on
pages 152 and 163.

payments was paid on time,
which totalled $106.9 billion

REVENUE > OUR YEAR



Reducing the effort for businesses

In line with the Government’s priority of reducing
compliance costs for individuals and businesses, IR
continues to look at what we can do for small-to-medium-
sized businesses (SMEs). It's important because our research
suggests SMEs have the highest compliance costs relative

to the amount of tax paid. We aim to reduce the time and
money spent on compliance so there’s more time to run and
grow their businesses.

As you can read in our final report on the benefits gained
from IR’s business transformation (page 90), the time taken
by SMEs to complete their tax has reduced, but not by as
much as expected. The cumulative value of the time saved
by SMEs on compliance was $650 million.

In our latest 2024 survey of SMEs, a fifth of respondents said
IR had made compliance easier this year by doing things
such as improving the user-friendliness of mylIR, providing
useful online calculators and ensuring our systems are
compatible with accounting software. Factors that made it
harder included changes to the tax and social policy system,
meeting filing and information requirements and increased
professional advice and software costs.

As well as offering assistance to businesses just starting out
and those looking to grow, IR has a number of initiatives
under way to reduce the compliance effort, including:

« simplifying the notifications we send businesses to
ensure they are easy to understand

« ensuring they are aware of important information such
as interest accruing on a Small Business Cashflow loan

« developing a more efficient and fair way to deduct
withholding tax by percentage of income

« simplifying the compliance process by reforming trust
tax returns to better align with financial statements and
other related resources.

Inland Revenue
Te Tari Taake

Reducing uncertainties for larger
companies

New Zealand’s larger companies—we term them significant
enterprises—are vital to the economy, because of the
amount of tax revenue they pay and because of the PAYE
they deduct and pass on. This year, 98.6% of their payments
were on time and in full.

Reducing uncertainty for larger companies is highly
important to an effective tax system because their
transactions usually involve significant money and are
complex. IR provides tailored account management for the
biggest companies. This year our work included:

+ helping some companies to reduce errors in their
employment information that cause rework

« improving tax governance

+ providing high-calibre advice on the interpretation and
application of tax law.

Providing certainty to corporates helps to increase the
proportion of revenue from year to year that can be
considered as ‘assured’—meaning that we are confident the
right amount of tax will be paid in the future. This year saw
corporates continue to set up advance pricing agreements
with IR, which give them upfront certainty of their
international transfer pricing arrangements. These agreements
represent approximately $400 million in assured revenue.
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Certainty in interpreting tax law

The services of our Tax Counsel Office foster compliance
through providing clarity and certainty on tax law so that
customers can enter into commercial transactions with
confidence.

The Tax Counsel Office has provided a range of advice and
rulings on our interpretation of how a tax law applies to a
particular arrangement—private rulings that customers can
obtain for a fee. These provide certainty on the tax position
for a wide range of transactions as they are binding on the
Commissioner of Inland Revenue if the taxpayer applies the
ruling (and meets certain legislative requirements).

This year, we ruled on arrangements worth $18 billion,
with associated tax of more than $4.6 billion. Some of the
significant transactions ruled on covered business disposals
and reorganisations, employee share schemes, financing
arrangements, bank capital structure requirements, life
insurance and reinsurance and infrastructure transactions,
and overseas investment in New Zealand.

The Office also provides a range of public advice and
guidance on particular issues that provide certainty and
predictability of IR’s position to tax advisors, customers and
our people. There’s more on this on page 73.

Overall feedback from our customers shows an appreciation
of the criticality of both private rulings and public guidance.

Customer feedback from 2023 on the
Tax Counsel Office’s private rulings
illustrates their importance to businesses:

“The rulings provide an opportunity to obtain
a clear, considered and neutral view of the
relevant tax issues before a final tax position
is taken as compared to the uncertainty of an
audit or dispute.”
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Implementing the trustee tax rate change

Following on from an increase in the top personal income
tax rate to 39% for the 2022 tax year, IR implemented an
increase in the tax rate for trusts to 39% from 1 April 2024.
The Government's intent behind the new rate was to align
the trustee rate with the top personal rate.

IR has engaged widely with the tax community about the
comprehensive compliance approach we will be taking

and the intelligence we are using to identify and monitor
non-compliance. Information disclosed from 400,000 trusts
for the 2022 and 2023 tax years will be critical to identifying
customers with significant changes in income-generating
assets, arrangements with associates such as loans and
tracking changes in income allocation to beneficiaries.

We have emphasised that we can monitor and validate

what customers are doing in real time and that use of
external datasets is improving our understanding about the
relationships between wealth, assets and corporate structures.

A customer on our public guidance:

“We welcome Inland Revenue’s efforts in
providing guidance on the application of

the income tax rules to general and limited
partnerships. The application of these rules
can be challenging, especially in the light of the
complex commercial arrangements that have
been developed in the market in relation to
these structures (and in particular in the context
of limited partnerships, which are increasingly
the favoured structure for infrastructure and
property investments).”

REVENUE > OUR YEAR



Customer experience and attitudes to tax We're staying focused on helping to reduce the number

of contacts needed to resolve agents’ queries, including

We acknowledge that its not always simple for some identifying training for them to get the most out of myIR.

customers to deal with us: families who receive tax credits,

small businesses, tax agents or customers who pay child Overall, the tax and social policy system relies on people’s

support need to get in touch more during the year. Their trust and willingness to pay voluntarily so we work hard to

satisfaction with our services is driven by each interaction. encourage helpful attitudes to paying tax. Trust in IR has

started to recover following declines over the past 3 years. More

Customer perceptions about satisfaction and ease in gettin .
percep & & customers agreed they feel good about paying tax and that IR

information from IR remained stable this year. IR still has will help them when they are trying to do the right thing,

work to do to improve our timeliness in responding to

correspondence from customers. This includes a focus

on improving e-notifications, the 35 million electronic ‘ ‘
communications sent a year requesting that customers do Customer voices:

or read something. _ _
] ] o “Saying thanks for all the work you do. I noticed

We have invested in further simplifying processes where . .

o . : in the letters you sent me for my income tax

we can, automating simpler tasks, working to resolve their

issues in a single contact and managing spikes in customer assessment you had a paragraph thanking me for

demand driven by key tax events. Using a new cloud-based paying tax and listed some of the things taxes are
voice channel platform, launched in November 2023, we have  used for. | just want to say that | appreciate the fact
answered a higher percentage of answered calls received and that you took the effort to be appreciative.”

kept to within target for our speed to answer them.
" = . .

, ) . . ‘As a new business owner it can be hard to navigate
We've also continued to Improve our services to tax agents,

who play a key role in the tax system by handling the tax so many tax-related obstacles before being able to

affairs of a quarter of IR customers. We provide dedicated afford professional accounting software, but your

account management and conduct weekly surveys to customer services officer made things a lot easier

understand their experiences interacting with us. by understanding my small errors and helping to
”

Tax agents’ overall satisfaction has continued to improve correct them.

over the past 5 years and their ease of interacting with IR
remains high.

CUSTOMER EXPERIENCES SEE MORE

70(y 72(y There’s more
o (Y information on
of customers were satisfied with of customers said it was easy to get customer trust and

their last interaction with IR overall the information they needed from IR experiences from

2023: 69% | 2022: 70% 2023: 72% | TARGET: 70% page 61 and services
from page 69.

ATTITUDES ABOUT TAX

61% 60% 65%

of customers have trust in IR of customers surveyed felt agreed IR will help them when they
2023:57% | 2022: 60% good about paying tax are trying to do the right thing
2023: 58% | 2022: 58% 2023: 60% | 2022: 61%

Inland Revenue 1
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Efficiencies and effectiveness

IR completed or progressed 69 initiatives this year intended to improve

efficiency and effectiveness across our services.

3 EFFICIENCIES THAT SAVED TIME AND
EFFORT FOR CUSTOMERS

« IR’'s new voice channel platform has expanded
our ability to offer a callback option to customers.
This helped increase the number of callbacks from
approximately 40,000 in 2022-23 to over 290,000
this year.

« To help reduce the number of unfiled returns that
IR needs to contact customers about, we identified
and removed 25,000 returns that were likely to have
a nil assessment value.

« Our group that works with larger companies
focused on working with customers more effectively
to limit filing errors. Their efforts have contributed
towards an increase in straight-through processing
of employment information through our systems
without further intervention.

A BETTER SERVICE FOR GRIEVING
CUSTOMERS

Each year, approximately 35,000 people pass away in

New Zealand. IR was sometimes criticised by the media and
customers for the way we dealt with deceased customer
accounts, causing frustration and additional financial costs.

A networked team came together to implement process
and operational changes, making it quicker and easier
to finalise the tax accounts of family members who have
passed away.

System changes made included the following:

« enabling the ability to view customer credits, which
has helped reduce complaints, customer contacts and
manual reversals

« new KiwiSaver legislation enabled us to create
a dedicated repository of critical executor and
administrator information, which streamlines our ability
to link up executors with KiwiSaver providers.

A consistent, well-documented and timely process is now
applied to the treatment of all deceased customer accounts.
This enables our people to support customers who are
managing the affairs of a deceased loved one and reduces
IR’s costs to administer these accounts.

We're encouraging people to check out
our updated property tax decision tool,
which helps work out whether the sale

of a property is taxable under any of the
land taxing rules, including the bright-line
test. The tool is available online at ird.govt.
nz/property/buying-and-selling and takes

approximately 7 minutes to complete.
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$4 billion in overdue tax debt collected

Most people want to do the right thing when it comes to paying tax. Over 90% of
customers either paid on time this year or negotiated a repayment plan if they could not.
However, there has been a notable net growth in overdue tax debt. Through multiple
campaigns and interventions, we are addressing debt issues and collecting unpaid tax.

Economic conditions this year impacted many New
Zealanders, particularly small businesses, although the OVERDUE TAX DEBT at 30June 2024
number of customers in debt at 30 June 2024 remained

about the same as last year. We know that those S7.94b
experiencing cash flow problems sometimes stop paying

. . . o . in overdue tax debt
their tax as a way to manage immediate financial difficulties.

D
Ove‘rdue tax d(?bt,. including Workm'g for Families debt, X 69?
has increased significantly and consistently over the year (V)
to $7.94 billion at 30 June 2024. (The amount excludes
e d

COVID-19 product debt, child support, student loans and
debt related to Small Business Cashflow Scheme loans.)

of total tax debt is collectable

31%

of the total tax debt is made
up of penalties and interest

The increase is mainly due to the impact of the global
environment on New Zealand, especially the growing debt
relating to employer activities/PAYE and GST, which is an
early signal that businesses are experiencing cashflow issues. o
Almost half of the customers with overdue GST or employer

debt only had debt relating to 2023-24, indicating this year @ S 1 2’000

has been tougher than previous years. customers had a tax debt

. . . 2023: 518,000 customers
IR also made technical adjustments to our definitions of

overdue tax debt to include the following in the overall
amount at 30 June 2024: OVERDUE DEBT BY TAX TYPE

«  $366 million of provisional tax relating to the 2023 tax year at30]junc 2024

and earlier that remains unpaid and where the customer o

also has an overdue annual tax return for the period. b
P $2.04 INDIVIDUALS INCOME TAX
+ $357 million of mostly income tax debt from customers

who are using tax pooling for the current period but who

have overdue tax debt from previous periods not covered $1.1 Ob NON-INDIVIDUALS INCOME TAX
by tax pooling. Tax pooling clients pay their provisional

tax to registered intermediaries who then deposit

payments into an account with IR. We hold the payments $2.84b GET
until intermediaries tell us where to transfer them.

«  $144 million of overdue tax debt that has previously
been omitted from debt collection activity and reporting S 1 05 1 b EMPLOYER ACTIVITIES
as most of it is due to customers being deceased,

undischarged bankrupts or in liquidation.

Total overdue tax and Working for Families debt increased
by $2.15 billion (37%) from $5.80 billion at 30 June 2023 to e

$7. 94 billion. Excluding the $867 million in reclassified overdue $
tax debt noted above, the increase from 2023 to 2024 was 1 75'7m Qe
$1.28 billion.
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Our priorities for collecting overdue debt

IR offers individual support to customers who want to do
the right thing. As outlined below, we have emphasised
to customers to get in touch with us now to avoid harsh
outcomes, that we are targeting high-value and high-risk
debt and using datasets in different ways—for instance
when they can provide a more comprehensive view of the
financial situations of customers.

Our approaches are in line with the Commissioner of Inland
Revenue’s responsibility to collect the highest net revenue
over time (which is behind prioritising high-value debt)
while still maintaining the integrity of the tax system (the
high-risk debt) and voluntary compliance (getting as much
debt as possible under active management).

Collecting overdue debt is a priority for the Government.
With additional Budget 2024 funding that it appropriated
for this purpose, IR will intensify efforts to manage and
recover outstanding amounts.

High-risk, persistent defaulting

We are taking a firm approach with companies and self-
employed business customers with high levels of debt and
who persistently default on their obligations. As at 30 June
2024, we had targeted 5,300 cases that represented $1.4 billion
in overdue debt through a range of collection activities,
including negotiating repayments, applying relief options

and legal action. Of these, 3,500 cases are under active debt
management, excluding closed and liquidation cases.

Another priority is non-compliance by employers who

make deductions (such as tax, student loan repayments or
KiwiSaver contributions) from employees’ salaries or wages
but do not pass them on to IR. Retaining deductions for their
own use and failing to properly pay them is a serious breach
and their actions can have a significant ongoing impact on
their employees.

We have continued to progress a range of compliance
options from assessing cases for investigations or liquidations
and legal options. One South Island company director was
sentenced to 2-and-a-half years’ jail in February 2024 after
being convicted for a second time for failure to pass on
deducted PAYE totalling $560,000 to IR. The offending was
premeditated and deliberate and occurred over 4 years.
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NON-TAX OVERDUE DEBT
at 30 June 2024

Student loans

$2.37b

2023: $2.21b

COVID-19 products

$167.1m

2023: $104.1m

3k

Child support

$1.01b

2023: $1.10b

i

Prioritising GST and employment information
and debt

IR has increased efforts to collect GST and employer

debt and finalise overdue returns. GST returns have been

a priority, as they are generally of high value. Employer
returns are another priority as they contain information that
ensures millions of individual salary or wage earners’ tax,
KiwiSaver, student loan and child support contributions are
calculated accurately.

Finalising high-value returns resulted in our assessing

$1.71 billion of additional revenue this year, although we did
not achieve our target for finalising 60% of unfiled returns
within 6 months. This is $331 million more than in 2022-23,
although a proportion of this may end up as overdue tax debt.

Focus on the construction industry

Where we identify business sectors at high risk of incorrect
tax reporting, we run targeted campaigns to improve

their compliance. For example, we continue to educate
contractors in the construction industry about appropriate
tax deductions, expense claims and reporting practices.
Customers in this industry have among the highest levels of
unfiled returns and overdue payments.

In a campaign running over April to June, we contacted
and advertised to 40,000 individual businesses, giving them
a last-chance warning to pay their taxes. Customers were
directed to an online Tax Toolbox for Tradies and we visited
various hardware centres to provide advice and education.
Our teams have emphasised that we’re willing to work with
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customers who need help. As one customer told us, “l am a
good tiler and love doing it, but | can’t do paperwork.”

One element of the campaign involved texting 2,400
customers over June and July to offer help with sorting
their affairs. As at 31 July, IR had received $541,000 in lump
sum payments, with instalment arrangements set up to
cover $1.2 million in debt. We began unannounced visits to
construction businesses in July 2024.

This campaign is a good example of IR using a range of ways
to reach large groups of customers efficiently and deliver
targeted enforcement activities.

People with overdue debt living overseas

The annual number of overseas-based student loan borrowers
meeting their repayment obligations was at its lowest during
the COVID-19 pandemic at June 2022 but has risen since.
However, they owe 93% of all overdue student loan debt and
only 29% met their repayment obligations this year.

When living in New Zealand, student loan repayments are
automatically deducted from the pay of most borrowers.
Many only become aware of their responsibilities once they
leave the country—biannual repayments can come as a
shock as well as the loans no longer being interest free.

We run marketing campaigns, such as encouraging
customers who have recently gone into debt to talk to us
and set up an instalment arrangement.

One March 2024 campaign involved contacting
57,000 customers, a number of whom made a collective
$10.4 million in repayments. This contributed to the

Inland Revenue
Te Tari Taake

$173 million in overall repayments made by overseas-based
borrowers this year, an 11.5% increase on 2022-23.

Borrowers are located in approximately 100 countries: IR has
prioritised activities in Australia and the UK, where we can get
collection underway sooner. Starting in April 2023, IR has sent
26,500 cases to third parties in Australia to pursue collection,
and 900 cases to a UK collector. This is showing good results,
contributing $9.0 million in repayments this year.

As you can read in a case study on page 58, we're using a
range of ways to reach customers who have defaulted on
their obligations, from the campaigns noted above that
reach many to enforcement where our options can include
cross-jurisdictional legal cases for a few borrowers. We

can also apply to Australian courts to deduct outstanding
amounts from salary and wages, which is an action we
consider carefully because it is resource intensive.

IR has the ability to stop people from leaving New Zealand
if they have returned from overseas and been unwilling to
engage proactively with us over a tax, student loan or child
support debt. We use this ability in only the most serious
of cases.

IR has also set up a dedicated team who are locating
overseas-based student loan borrowers with invalid
contact details, tracking frequent travellers with overdue
repayments, applying for arrest warrants and handling
national and international civil proceedings.
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Debt under an instalment arrangement

Customers who have not paid on time can set up an
instalment arrangement to get back on track and minimise
penalties. Within a set of specific parameters, we encourage
people to set up their own plan online to give them a sense
of control over their own debt. Self-service plans continue
to be more successful with 67.4% of customers making
repayments to schedule as at 30 June 2024, compared to
58.9% of customers who set up an arrangement with IR’s
assistance.

The number and value of arrangements have progressively
increased since 2018, partly because of external factors such
as economic and COVID-19 pressures and also because we
improved settings such as decreasing minimum repayment
amounts and increasing repayment timeframes.

IR is focused on further improvements that will get more
debt under control, including trialling ways to better engage

with customers who have missed payment plan instalments.

Debt can be written off in cases of serious hardship,
bankruptcy or liquidation or if the debt is uneconomical to
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collect. This year we wrote off $694.5 million of debt using
these provisions, compared to $523.5 million in 2022-23
(this excludes COVID-19 remissions).

Monitoring overall debt

Monitoring the overall level of overdue tax debt is
important because it indicates how many customers

are in difficulty and equates to uncollected cash for the
Government. A growing and ageing debt book results in an
increase in the impairment and reduction in value of the
debt as an asset on the Government’s books.

IR is monitoring the levels of debt collection, write-offs
and impairment made this year, and trends in impairment,
as they are material to the Financial Statements of the
Government and what it can plan to spend. The rise in

the level of overdue debt had an associated increase in the
impairment expense as did our reclassification of some
overdue tax debt. As noted on page 104, expenditure

on debt write-offs and impairment was higher than
appropriated.

REVENUE > OUR YEAR



Results and next steps

IR recognises that the effects of the economic downturn
have compounded over the past few years, ultimately
impacting some customers’ ability to file returns and pay.
Even so, we achieved our target for returns filed on time at
96.4% (target 95%). We were just 2 percentage points short
of meeting the target for payments made on time and in full
at 88.2% (target 90%). This indicates that most who have tax

RESULTS FROM DEBT RECOVERY

$4.07b $67.69

in overdue debt was collected

2023: $2.95b

TARGET: $40.00

SEE MORE

Read more detail about student loan
compliance on page 58

Inland Revenue
Te Tari Taake

in cash was collected for
every dollar spent on debt

2023: $47.11 | 2022: $43.43

to pay, including businesses, are managing to adapt despite
the current economic challenges.

IR has collected more overdue debt this year—$4.07 billion,
up from $2.95 billion in 2022-23. This result reflects that
there was more overdue debt to collect and increased debt
recovery activities. With the additional compliance funding
outlined on page 31, we will intensify our efforts to manage
and recover outstanding amounts.

$71.63

was the value of assessed revenue
from addressing unfiled returns

2023:$60.12 | 2022: $61.10
TARGET: $45.00

There’s more detail on instalment
arrangement results on pages 64 and 68
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Scaling up enforcement

IR has steadily increased enforcement activities
this year. While we have worked to ensure
customers get things right, a few people
needed our attention because they ignored us
or tried to deliberately flout the rules.

IR has carried out more audits and liquidations this year
than in 2022-23. We're also rebuilding the pipeline of

tax offence prosecutions that were deferred due to our
prioritising delivery of COVID-19 and emergency weather
events support. To help us best direct our enforcement
efforts, we're improving analytics tools, using more third-
party data and increasing our visibility in industries where
cash jobs are more prevalent.

This year, IR has assessed $975 million in additional revenue
or disallowed expenditure through our compliance
programme and worked hard to retain the public’s
confidence in the tax system. This year, 80% of customers we
surveyed agreed that, if someone tries to avoid paying the
right amount of tax, we will take action.

Who is getting more of our attention

Many parts of IR contribute to the decisions we make as
an organisation about where to focus our efforts. Our
people bring a range of perspectives such as capabilities
in intelligence, data analytics, community relations and
business knowledge to understand and address the most
serious risks.

Risks can centre around customer behaviours, tax products,
industries with the greatest prevalence of non-compliance
or misuse of new technologies.

As you can read on pages 24 and 25, IR is increasing
enforcement activities targeted at high-risk, persistent
defaulters and non-compliant overseas-based student

loan borrowers. We have also stepped up efforts to tackle
organised crime, people taking part in the hidden economy
and people with crypto-assets who are not paying their
share of tax.

Organised crime

Organised crime is a focus for the Government and IR
because of the extensive damage it poses to the financial
and social wellbeing of New Zealanders. Such activities
often include tax evasion, fraud, identity theft and money
laundering.
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Employee issues and income
suppression in smaller liquor
stores

In February and March this year, IR carried out
a campaign focused on smaller liquor outlets
around the country.

The number of off-licence liquor stores has
grown rapidly since 2020 to approximately 3,000
businesses.

Our data showed these outlets:

« had total sales of $1.95 billion and taxable
profits of $34.7 million in 2020

paid a combined $11.4 million in income tax
and IR collected $29.4 million in GST.

Our compliance staff made 220 unannounced
visits nationwide. While most of the businesses
visited had things in order, we found issues such

as high levels of unreported cash sales, poor

record-keeping and directors with minimal
knowledge of their business or responsibilities.

We discovered PAYE being deducted from the
wages of more than 100 staff that was not then
paid to IR.

This was a deliberately light-touch campaign and
only the beginning of a wider look into smaller
liquor stores nationwide and how they operate.

Following on from our visits, we started
investigations, with 9 outlets referred for audit.

We have also advised businesses in the sector
that we will be increasing our monitoring with
additional visits and further audit activity.

IR is a key player in disrupting organised criminal groups
and tackling schemes intentionally set up to evade tax.
Our approach covers all aspects of a customer’s tax affairs,
including their social policy entitlements and compliance
with child support and tax obligations.

As at 30 June 2024, our special audit team was overseeing
the compliance of approximately 8,000 customers identified
as high risk because of their potential involvement in
organised crime and other behaviours. We've had a

REVENUE > OUR YEAR



dedicated focus on outstanding returns and debt collection,
which continues in 2024-25, as well as an increased focus
on information sharing across government, joint task-force
operations, fraud, money laundering and tax evasion, and
undertaking audit and other compliance work targeted at
local and international organised crime.

Organised crime is an area where we share intelligence and
coordinate with other government agencies, such as taking
part in joint task-forces and pooling resources and expertise
to target criminal networks. As you can read on page 190,
this year has seen an increase in our information shares with
New Zealand Police Nga Pirihimana o Aotearoa, the Serious
Fraud Office Te Tari Hara Taware and the New Zealand
Customs Service Te Mana Arai o Aotearoa.

The hidden economy

The hidden economy covers a range of undeclared or
inaccurately reported transactions that obstruct our ability to
collect tax revenue. IR has an ongoing programme to target
the sectors where cash jobs are more prevalent—the work we
do plays an important part in creating a level playing field for
businesses and sole traders who do operate fairly.

IR has run nationwide surveys since 2012 to monitor
perceptions and trends towards tax and cash jobs. Our
2024 survey provided insights on how people’s attitudes
and behaviours have changed following COVID-19 and how

Advice Assistance

Targeted
campaigns and
interventions

Reviews &

. .. Collections
investigations

Disputes Litigation

Inland Revenue
Te Tari Taake

we can combat non-compliance more effectively. While it
found no significant increase in people actually doing cash
jobs, findings indicated people are more tolerant of them
and there has been an increase in the perception that IR has
limited ability to know about them.

The survey results reinforced the need for a more active
programme. We have lifted our presence in communities
and industries through campaigns and raising general
awareness of the consequences of deliberately not paying
the correct amount of tax.

Using information from other parties is increasingly in the
mix to help us understand more about the accuracy of
customers’ reported incomes. For example, we're starting
to get merchant electronic sales transaction data from
payment service providers with the intention that it will
help validate the accuracy of GST reported sales and the
extent to which transactions may be under-reported.

An emerging risk is the use of electronic sales suppression
tools that are designed to alter point-of-sale data. These
tools exist only to evade tax and launder money and IR has
been taking an assertive approach to identify both users and
promoters. For example, our compliance staff carried out a
range of search operations and unannounced visits this year
to hospitality businesses in Christchurch Otautahi, Dunedin
Otepoti and a number of other centres.

INTERVENTIONS THAT RESULTED IN
ADDITIONAL ASSESSED REVENUE AND
RECOVERED OR DISALLOWED EXPENDITURE

Compliance activity volumes 2023 2024
Audit cases closed 3,608 4,344
Audit cases opened 4,216 5,131
Audit cases on hand 3,178 3,773
COVID-19 product reviews 27,714 5,781
Voluntary disclosures’ 9,790 28,335
Integrity reviews 65,662 65,860

1 See the footnote 1 on page 50 for more information on the difference

in voluntary disclosure numbers between years.
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Growing focus on crypto-assets

A growing number of customers are now trading in crypto-
currency as a means to pay for cash jobs and to evade tax so
IR has a mix of policy, education and targeted compliance
interventions under way to address this.

There’s extensive guidance to help people assess their
situations, and, despite popular thinking that people are
invisible on blockchain, IR has the information collection
powers and analytical tools to identify and expose crypto-
asset activities and holdings. We have identified around
227,000 crypto-asset users in New Zealand undertaking
around 7 million transactions worth over $8 billion.

IR has contacted customers emphasising that now is the
time to think seriously about tax and the risks of not
declaring all taxable activities.

Lift in enforcement activities

IR is scaling up and creating a strong pipeline of
enforcement activities. As at 30 June 2024, we had closed
4,344 audits, 20% more than last year. We have active
audits under way, including hidden economy cases, fraud,
COVID-19 eligibility reviews, annual reviews of significant
enterprises and property arrangements.

Increased liquidation activity has also heightened awareness
that IR will act and has been a driver for directors to

place companies into voluntary liquidation. While these
customers represent a very small proportion of taxpayers,

COMPLIANCE RESULTS

$) $9.50

was the identified value of
compliance activities over

their impact on tax debt and public perceptions of the tax
system is significant. Insolvent businesses take trade from
businesses working to do the right thing.

$1.26 billion is owed by 4,429 companies in liquidation. A total
of 2,072 companies went into insolvent liquidation this year
(including 437 liquidated by IR)—88% of these had a tax debt.

Prosecutions

IR completed 31 prosecutions for tax evasion, knowledge
offences and Crimes Act 1961 offences in 2023-24
compared to 34 cases in 2022-23. This reduction in
completed prosecutions reflects the reprioritisation of our
compliance work programme in previous years to support
customers through COVID-19 alert-level changes and deliver
initiatives. With redirecting efforts back to compliance
activities, prosecution numbers are expected to increase.

As at 30 June 2024, there were 85 active cases before the
courts.

IR considers a number of factors when looking at potential
prosecutions, including a history of non-compliance,

the gravity and prevalence of offending and loss to the

tax system or damage to the system’s integrity. Other
considerations are misuse of corporate entities for a

criminal tax purpose (for example, using multiple entities to
facilitate GST fraud) and whether there are organised and/or
systematic attacks on tax or social policy systems.

Given the interest in our prosecution work, we have
continued to publicise the outcomes from court cases, in

Compliance activity results

associated costs

2023: $9.04
TARGET: $10.00

¢) $975m

from interventions that

Audit S460m
COVID-19 products S57m

Voluntary disclosures $228m
Integrity reviews $230m

identified revenue and recovered
or disallowed expenditure

2023:$973m
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part to illustrate the role IR plays in protecting businesses
from competitors that avoid their obligations.

For example, we are taking a proactive approach towards
taxpayers who continue, despite prohibition, to act as a
company director or be involved in the management of

a company. Automatic prohibition provisions within the
Companies Act 1993 come into effect where a person

has been convicted of certain types of tax offending.

We recently contacted one taxpayer to advise him that his
convictions for failing to account to the Commissioner for
$560,000 of employer-related deductions (including PAYE
and KiwiSaver) had resulted in automatic prohibition.

Enhancing capabilities, improving results

We have plenty to do to optimise the use of our data

and analytics assets. This will be essential to IR being able

to undertake more activities that enable and enforce
compliance—see deeper into the economy, reach more
people, prevent wrongdoing upfront, swiftly conclude with
compliant customers and turn data insights into sustainable,
repeatable actions.

Among other work to continuously improve our ability to
protect integrity and detect fraud, we are establishing rules
for the new FamilyBoost scheme in our systems, improving
our ability to identify GST on property transactions and
refining existing tools.

One existing tool, GST Integrity Manager, uses a model to
analyse patterns and predict behaviours in relation to GST
compliance. It scans every GST credit return filed by customers
and assesses its level of risk. We have improved the model this
year, enhancing its ability to identify high-risk returns.

Funding for additional compliance

In Budget 2024, IR received additional funding to carry out
more compliance activities to collect more tax revenue and
outstanding debt. We committed to achieve an overall return
on investment of 4:1 over 2024-25, scaling up to 8:1 in future
years. This amount includes funding to increase investigations
and audits, do more unfiled returns and debt work and
increase debt collection from overseas-based student loan
borrowers. IR is continuing to scale up existing activities and
planning to ensure the targets can be achieved alongside
other compliance work.

IR receives approximately 7,000 anonymous tip offs a year from the public, many

relating to cash activity and income suppression. Anyone can report a potential

tax evasion or fraud online on our website, or by writing or calling a dedicated

anonymous phone line at 0800 225 610.

Inland Revenue
Te Tari Taake
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Social policy
payments—

our year

Nga takuhe
kaupapahere
papori—ko ta
matau tau

The second long-term outcome we deliver for
New Zealand is to ensure people receive the
Government social policy payments they are
entitled to, enabling them to take part in society.

By doing this effectively, IR is supporting 336,000
families, facilitating child support for 145,000
children and processing KiwiSaver contributions
for 3.4 million New Zealanders.

IR has also geared up to implement the new
FamilyBoost scheme.




Giving New Zealanders certainty and options

In administering social policy payments,
IR aims to distribute money efficiently and
effectively to help give people and families
choices and certainty about their incomes
and retirement.

With our focus in the past few years on digitising services
and using more timely data, IR has streamlined delivery
across all social policy products. We continue to work on
further simplifying things and assisting customers who have
more complex situations.

This year, economic circumstances have impacted some
customers so we've prioritised ensuring that families know
about and take up payments, minimising overpayments that
lead to debt and preparing for the new FamilyBoost scheme.

Working for Families

Approximately 336,000 customers rely on Working for
Families Tax Credits as a significant part of their income.

It has been a regular payment throughout the year for
two-thirds of these customers, with other families opting to
receive a lump-sum payment at the year’s end.

We strive to minimise the likelihood of customers getting
overpaid, especially the most vulnerable customers who

Our social policy products for families

oy

Paid parental leave

$642 million in payments Credits

went to more than 54,000 new You can read about
parents this year. Working for Families in

97% of parents applied online this section, and in more

and 99.9% of initial payments detail from page 53.

went into customers’ bank Financial information is

accounts on the first payday after
their agreed date of entitlement.

on page 154.
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Working for Families Tax

receive the minimum family tax credit, which is a weekly
income top-up for those earning under $35,204 (as at April
2024). We have helped them to understand their obligations
for income estimation at the beginning of the year and
monitored their income during the year.

Another 80,000 customers were contacted because their
income estimates for the year ahead appeared too low,
putting them at risk of overpayment.

Of the customers who received regular payments, two-
thirds were paid within 20% of what they should have
received for the year (a provisional figure at 30 June 2024),
about the same as in 2022-23. Any underpayment is paid
out at the end of the year.

However, changes to incomes and to family circumstances
affect customers and our ability to accurately estimate

their annual income and payments during the year.

Overall Working for Families debt continues to rise, from
$245.6 million at 30 June 2023 to $273.5 million, an increase of
11.3%. The number of customers in debt has not grown much,
although the average debt owed at 30 June was 9% higher.

This year saw a drive to improve the guidance and support
that our teams use when working with families in debt, giving
them a better overview to explain our decision making to
customers when there’s not a one-size-fits-all approach.

[l
Bj|C

Child Support Scheme  FamilyBoost

We talk about child Find out more about

support on pages 35 FamilyBoost at the end
to 36 and page 38. of this section, about
Financial information its implementation
about the scheme on pages 36 to 37 and

about the Budget 2024

investment on page 92.

starts on page 169.
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As at 30 June, active steps had been taken with 37% of
customers in debt such as instalment arrangements, write-
offs or legal action. Instalment arrangements covered 20% of
overdue Working for Families debt.

Seeing the bigger picture

As we noted in last year’s Annual Report, IR has been
considering the future of Working for Families. We have
focused on potential areas for improvement, including
providing more accessible, timely ways to support
customers and addressing the debt that families can
sometimes get into. We continue to consider long-term
aspirational objectives, nearer-term options and how to
improve customer experiences through administrative
improvements. Next steps include feasibility design while
engaging with other agencies.

Operationally, IR has done more to ensure we're seeing the
bigger picture for customers and the impacts of payments
on their lives. We continued to broaden our people’s
delegations and moved decision making as close to the
customer as possible so that more queries can be resolved
promptly and our services are consistent.

We still have work to do—families are among the least
satisfied IR customers, which reflects the difficulty in getting
payments right when their circumstances change and
income forecasts made at the start of the year do not match.
Two common reasons for calling us are about a Working for
Families debt or a compulsory child support deduction.

Customers may need to interact with multiple agencies

so IR and MSD have put together information that we can
share with customers about all the government support
available to them. The feedback from our families teams has
been extremely positive. Becoming more efficient in our
processes is making an impact too: IR contacts MSD around
24,500 times during the year for information that we need
to administer Working for Families. Small changes at our end
have resulted in the information we ask for from MSD being
more accurate.

Better outcomes for child support
customers

Improvements in the way that the Child Support Scheme is
working have lifted the compliance of the parents who are
required to pay it. 145,000 children are supported by the
scheme, and more in-full and on-time payments are going to
their carers.

Policy changes made in 2021 in conjunction with
administrative efficiencies delivered by our business

Inland Revenue
Te Tari Taake

Working for Families customers

=

22%

of customers earned under $42,700,
which is the income point at which
payments start to reduce

56,800

customers had a debt as at 30 June 2024

2023: 55,700 customers

$273.5m

in overdue debt as at 30 June 2024

2023: $245.6m | 2022: $250.8m

19,600

hardship write-offs had been made
as at 30 June 2024

Child support customers

72.5%

of child support assessements were
paid on time

2023:70.8% |2022: 70.2%
TARGET: 70%

83.7%

of domestic liable parent debt cases
were resolved within 12 months

2023: 84.0% | 2022: 80.0%
TARGET: 75%

$1.01b

overdue child support debt at 30 June
2024

2023: $1.10b | 2022: $1.19b

of customers with a debt have an
instalment arrangement in place



transformation programme are largely responsible. In 2021,
we overhauled the child support penalty regime to better
encourage ongoing compliance and introduced compulsory
payments from liable parents’ salary and wage income.
Employers made compulsory deductions from 81,000 parents’
earnings this year, which has contributed to 72.5% of
payments being made on time.

Child support debt has fallen by 55% since June 2020,
which is the lowest it has been in nearly 20 years. This year’s
reduction includes $83.1 million in penalties that we wrote
off to encourage liable parents to restart repayments. The
reduction is also partly due to the introduction of revised
penalty rates in October 2021 and IR ceasing to apply
incremental penalty rates from April 2021.

Our child support teams have continued to encourage
compliance by targeting older debt and resolving new debt
quickly, with more people working on debt management
and enforcement this year. As you can read in the story on
page 38, this work can involve making complex decisions,
having difficult conversations and pursuing enforcement
internationally.

Their efforts are reflected in a 9.5% reduction at 30 June 2024
in the number of parents with outstanding debt compared

Our other products

Q

o

to the previous year, and the resolution of 83.7% of new
debt cases involving New Zealand-based customers. We'll
keep working to improve compliance.

Last year, we reported on the implementation of the
child support pass-on policy. This policy change meant
child support for parents on a sole parent rate of benefit
were able to receive it directly instead of it being retained
to help cover the costs of their benefits. We are seeing
positive effects of this change in factors such as improved
compliance, a reduction in customer numbers and an
increase in payments passed on.

In total, $413 million in child support went to all the carers
of children this year compared to $294 million in 2022-23.

Implementing FamilyBoost

FamilyBoost is the Government’s new payment to partially
reimburse parents or caregivers for the costs of early
childhood education (ECE) provided by licensed providers.
From 1 July 2024, it will cover up to 25% of a household’s
weekly childcare fees, or a maximum of $975 every 3 months.

We worked closely with MSD and the Ministry of Education
Te Tahuhu o te Matauranga to implement FamilyBoost as
they also administer financial support to the ECE sector.

) 3

KiwiSaver

As at 30 June 2024, there were approximately
60,000 more savers than last year. We handled
$10.4 billion in KiwiSaver member, employer and
Government contributions and ensured 98.5% of
funds reached scheme providers to invest within
3 days.

Over 2 weeks in July 2023, we processed
2.8 million claims for the Government
Contribution to members’ savings and
paid out $990 million.
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Student Loan Scheme

You can read about our
collection of student loan
repayments on pages 25 and
58 and financial performance
from page 175. IR also
contributes to a separate
annual report on the Student
Loan Scheme, which is

available at pducationcounts

govt.nz.

Unclaimed monies

We processed 23,000
claims for unclaimed
money this year, approved
4,300 of them and paid
out $36.5 million in total.
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ECE providers are critical to the scheme so we have focused
on the information needed in their invoices to enable
households to claim the payments.

The scheme has been designed to ensure as many
households as possible can claim this support and that it is
paid directly to families. We will monitor registrations and
claims, having estimated that 100,000 families will be eligible.

To raise awareness about the new scheme, and other

Budget 2024 changes to Working for Families, IR has run
online campaigns, gone on mainstream and ethnic radio and
advertised at family and recreation centres around

New Zealand.

Any scheme has some kind of compliance burden on
customers, so IR has taken on additional staff to support
providers and customers and process payments efficiently.

You can read a case study about our design and delivery of
FamilyBoost on page 92 and more on other Budget 2024
changes on page 40.

Inland Revenue
Te Tari Taake
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The customers at the centre of child support

The payers and receivers of child support have some of the most complex needs of

our customers. Our teams need to be well rounded and empathetic negotiators and

communicators to reach good outcomes for customers.

IR has administered the Child Support Scheme since 1992.
It’s an unusual product for us because the customers are
both parents liable to pay child support and those who
receive it.

We need to factor in a third set of customers—the
employers of liable parents who deduct payments from
salaries and wages.

Most parents pay on time and it’s good to see customers
taking advantage of the improved digital tools in myIR that
let them set up a payment plan, tell us about a change in
their circumstances and ask for a review of their assessed
payment amounts.

There are customers who disagree with compulsory
deductions so we provide education on the legislation when
they contact us. There are also customers we need to work
harder to find because they will not engage, live overseas or
have no obvious sources of assessable income.

Empathy for parents who rely on child support money is
important as is our follow-up on issues they call us about.
Missing payments matter because it's money a parent has
budgeted to support their children.

Addressing the actions of parents who attempt to side-step
their obligations is a rewarding but time-consuming part of
our work. It ensures the costs of raising children are shared

fairly and goes directly to the wellbeing of 145,000 children.

We have used options such as seeking charging orders
over properties and warrants to seize goods to encourage
compliance.

One customer living overseas who had last made a
repayment in 2014 was arrested at the New Zealand border
after returning in 2023—their child support assessment was
repaid in full so they could depart the country.

IR’s tools and systems have automated a great number

of activities and can identify small issues, such as missing
employer payment schedules, before they become
significant. These efficiencies have freed up our people’s
time—there is plenty to do such as more debt management
and legal enforcement.
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Overall, our child support teams aim to foster productive
relationships between parents as much as their
circumstances and the legislation allow. This year, we
continued to improve teams’ negotiation skills, the quality
of advice we give and decision making.

Sometimes a better customer experience means just being
very straightforward even if people do not get the result
they want.

For example, the relative of a customer who visited our
offices about his child support obligations said, “He was

still not happy about paying, but now understood how it’s
calculated and why he is paying it. He really appreciated how
the officer conducted his appointment and explained the
process to him.”
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Immediate priorities and long-term
stewardship—our year

Ko nga whakaarotau o naia tonu nei me nga
mabhi kaitiakitanga waroa—ko ta matau tau

In response to the new Government’s priorities, Our third strategic outcome is that New
IR has been developing and implementing its Zealanders benefit economically and socially
policies at pace. through IR working collaboratively across

We are increasing our focus on stewardship of our environment. As you can read in this

the tax and social policy system and working
to ensure it keeps benefiting New Zealanders

section, we are increasingly working with other
organisations when this can deliver more value
for the country.

aCross generations.




Implementing Government priorities

The benefits of having policy and
administration together in one department
were evident this year in how we worked

at pace and with key public sector and
private sector partners to deliver the new
Government'’s priorities.

This year, IR took part in a Performance Improvement
Review pilot run by the Public Service Commission Te Kawa
Mataaho, which you can read about on page 44. One of the
capabilities assessed by reviewers was how we respond to
Government priorities. Reviewers rated IR as leading and
noted “It is an advantage for New Zealand to have the policy
function inside the administrator as the dual function can
be used to improve policy and delivery.”

Mini-Budget 2023

In December 2023, the Government announced 2 proposals
as part of its mini-Budget:

« Returning the bright-line test to a 2-year period from
1 July 2024. For properties sold on or after 1 July 2024,
the bright-line test will only apply if the property is sold
within 2 years of purchasing it and the customer does
not meet the exclusions.

« Removing depreciation deductions for commercial and
industrial buildings from 1 April 2024.

A team of people from across IR worked with the Treasury
Te Tai Ohanga to design the policy proposals to ensure
they could be administered effectively and efficiently and
delivered in the timeframes required and minimised effort
for customers. These changes were included in the Taxation
(Annual Rates for 2023-24, Multinational Tax, and Remedial
Matters) Bill enacted in March 2024.
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The Taxation (Annual Rates for 2023-
24, Multinational Tax, and Remedial
Matters) Bill

In addition to the changes announced in the mini-Budget,
other Government priorities included in this Bill were
restoring the ability from 1 April 2024 to claim interest
deductions for residential investment properties and
introducing a new gaming duty of 12% on online casino
gambling from 1 July 2024 (there’s more on this on the
next page).

The Bill also included a number of remedial items. We
regularly provide advice on updates to legislation, including
integrity issues that are identified and where rules do not
reflect the policy intent. Ensuring that the rules that govern
the tax and social policy programmes we administer are
maintained and fit for purpose is part of our product and
regulatory stewardship work.

Budget 2024

IR is delivering a number of changes announced as part of
Budget 2024 and has worked at pace and across the public
sector to ensure they are implemented on time and as
smoothly as possible.

A significant amount of work took place to ensure we were
well prepared. Many people from across IR were involved in
making sure our systems are ready to support these changes,
we’re ready to respond to customers and customers have
the information they need.

From 1 July 2024, FamilyBoost was introduced to support
households with the cost of early childhood education, with
parents able to start claiming support in October. You can
read about FamilyBoost on pages 36 to 37 and 92.

From 31 July 2024, thresholds for the bottom 3 personal
income tax rates increased, the Independent Earner Tax
Credit was extended and thresholds increased for 2 of the
4 types of Working for Families payments—the Minimum
Family Tax Credit and In-work Family Tax Credit.

From 1 April 2025, other changes will take effect, including
an increase in the interest rate charged on overseas-based
borrowers’ student loans for late repayments.
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Being an active steward of the tax

and social policy system

Being an active steward of the things we're
responsible for is one of our key roles. We think
of stewardship in a wide sense. It includes the
legislation and products we administer, the
systems, processes and assets we're responsible
for and the capabilities of our people.

For IR, stewardship means actively balancing delivering on
today’s demands with positioning our organisation to meet
the demands of the future.

Our stewardship work falls into 3 main areas—product
and regulatory stewardship, policy stewardship and
organisational stewardship—and is closely aligned with our
strategy, planning and risk work.

A small team was set up for 1 year from 1 July 2024 to
provide leadership and support for this work. The team will
test concepts and learn by doing to determine what ongoing
capability may be needed to ensure we fulfil our stewardship
responsibilities.

Addressing global tax issues

A large programme of work is under way to ensure New
Zealand plays its part in global initiatives on transparency,
the effective exchange of information and international
collection assistance.

As new ways of earning income emerge, new international
tax risks arise. We work with international organisations and
New Zealand’s tax treaty partners to support international
efforts to ensure that everyone pays their fair share of tax.

Crypto-assets

Tax authorities do not currently have full visibility of
income earned offshore through crypto-assets—digital
representations of value that can be transferred, stored or
traded electronically.

To resolve this, the Organisation for Economic Co-operation
and Development (OECD) has developed a Crypto-Asset
Reporting Framework (CARF) that requires intermediaries,
such as crypto-asset exchanges, brokers and dealers, to
provide tax authorities with income information on the
users who operate through them.

Inland Revenue
Te Tari Taake

IR will receive information about the activities of crypto-
asset users who are tax residents of New Zealand and

share information with other tax authorities who have
implemented the CARF about users who are tax residents in
their jurisdictions.

Subject to legislation, the CARF will apply in New Zealand
from 1 April 2026, with the first information exchanges
taking place in early 2027. This provides sufficient time for
crypto-asset service providers to have the required reporting
systems in place.

We will use the information received to support greater
tax compliance and ensure New Zealanders pay the right
amount of tax on their crypto-asset income. As you can
read on page 30, IR is already using data and tools to
identify crypto-asset users and holdings.

Global Anti-Base Erosion Rules

The Global Anti-Base Erosion Rules (GIoBE rules) impose a
global minimum corporate income tax which operates as

a top-up tax. It applies to multinational corporate groups
with a turnover in excess of €750 million a year and is only
imposed on income that is not already taxed at an effective
rate of at least 15%.

The tax will reduce the incentive for multinational
companies to move income to countries where it is subject
to a lower tax rate.

In New Zealand, it will apply to income earned on or after
1January 2025.

Online casino gambling tax

From 1 July 2024, a 12% offshore gambling duty applies
to online gambling provided by offshore operators to
New Zealand customers. This ensures offshore gambling
operators pay their fair share of tax.

New Zealand has arrangements with other countries that
we use to exchange information with foreign tax authorities.
These arrangements can be used to identify offshore
gambling operators and seek assistance from other tax
authorities to ensure compliance.

The Government has also made an in-principle agreement
to regulate online casino gambling, which will support

tax collection, minimise harm and provide consumer
protections to New Zealanders.
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Supporting tax good governance

In April, IR hosted representatives from the European
Commission who visited on behalf of the European Union
(EU). They came to observe New Zealand’s compliance with
the EU’s Code of Conduct standards when it comes to tax
good governance. The standards embrace transparency, fair
taxation and implementation of the OECD base erosion and
profit shifting minimum standards. Meeting these standards
means New Zealand can continue to hold strong business
and investment relations with EU member states.
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The visit involved meetings with IR people, business
representatives and the Minister of Revenue, as well as cross-
government collaboration with Treasury and the Ministry of
Foreign Affairs and Trade Manati Aorere.

Given New Zealand’s excellent international track record,
we are confident of a full clearance from the EU. They see
New Zealand as very like-minded in respect of international
tax policies and practices and they were encouraged by our
promotion of tax good governance in the Pacific region.

The international Automatic Exchange of
Information Peer Review Group was established to
review jurisdictions in terms of their compliance
with the minimum international standard for
exchange of financial account information.

The Group has representatives from 30

jurisdictions and is chaired by India, supported by

vice-chairs from New Zealand and Switzerland.

IR hosted the 13th APRG meeting in Wellington

Te Whanganui-a-Tara in late October, with over

60 participants. Feedback from attendees was
positive, not only on the technical content covered
but also towards IR as host and New Zealand as a
country.
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Making a broader contribution

We will increasingly work with other agencies
where we can contribute and create greater
value for our country. IR is also looking to work
more with third parties in the private sector to
deliver better services to New Zealanders.

Simpler and more integrated public services

IR actively participates in broader system work and supports
other agencies in their system leadership roles to make

it easier for New Zealanders to take ownership of their
personal information and data and to interact digitally with
government and the private sector.

We worked with the Department of Internal Affairs

Te Tari Taiwhenua (DIA) on the Digital Identity Services
Trust Framework. Legislation enacting the framework

came into force on 1 July 2024 and we were significantly
involved in its development. We continue to work closely
with DIA on developing the supporting mechanisms for the
framework, including rules and regulations and how they
are administered.

The Ministry of Business, Innovation and Employment
Hikina Whakatutuki (MBIE) is the lead agency for the
Consumer and Product Data Bill. We are engaging with
MBIE to ensure we support the goal of enabling New
Zealanders to securely share data held about them with
third parties.

IR is represented on the group convened by DIA to look at
service modernisation, including developing a roadmap for
digitising government services. We're working with DIA to
identify opportunities across the public sector to accelerate
the development of customer-centric digital services.

Co-designing digital solutions

We know it’s important to have strong relationships

with third parties and work with them to make tax
administration more efficient and effective. As part of our
digital ecosystem work, we are exploring how we can work
with a wider range of third parties and share data more
easily with other organisations.

To build capability, IR is using the OECD work on Tax
Administration 3.0 as a guide and actively participating in

the digital transformation working group. We have set up a
Digital Advisory Group with membership from Digital Service
Providers Australia New Zealand (DSPANZ), an industry
association representing the business software sector.

Most digital interactions with the tax system are now
handled via gateway services, facilitated by third-party
software and cross-government information-shares.

During peak periods, gateway services handle around

65 million transactions a month, and we expect this to grow
significantly as the digital ecosystem expands.

We are taking steps to ensure we are better equipped to
fully realise the benefits delivered by gateway services
and can better engage with and support the software
development community.

We’re progressively implementing a solution to centralise
knowledge, relationship and developer management, issue
management and onboarding to create a one-stop shop for
developers using gateway services to support customers’
digital compliance. Once fully implemented, this will deliver
a better developer experience, ensure IR can continue to
successfully deliver change with digital ecosystem partners
and be ready to meet future demand and opportunities.

Contributing to productivity and economic growth

In line with the Government’s priority for economic
growth and improved productivity, IR has been
considering what more we can contribute, beyond the
day-to-day tax administration that provides a stable
revenue base for New Zealand and the compliance
activities we do that reduce unfair advantage across
the business community.

Inland Revenue
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We're continuing to support further digitisation of
government services, optimising our use of data and
analytics and completing changes that will bring

in new areas of revenue efficiently. As noted in this
summary of our year, IR is also focusing on reducing
the compliance effort of small businesses, providing
large companies with more certainty about their tax
matters and implementing Government revenue
policy changes effectively.
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Looking to the future

In October 2023, we released a new strategy that sets out
what we’re striving for as an organisation over the longer term.

In Our Strategy, we share our aspiration:
Improving oranga for current and future generations.

We recognise that we make our biggest contribution to
oranga through economic activities including collecting
and distributing money.

Our Strategy identifies how we add value to New Zealand
through our 3 roles—being effective and efficient, active
stewardship and making a broader contribution across the
Public Service.

What our stakeholders say

- Being effective and efficient is doing what we do in the
best ways for the best results.

+ Stewardship is actively making sure what we're
responsible for is fit for purpose today and tomorrow.

« Making a broader contribution means we will work
across the Public Service to deliver more for New
Zealand.

Having a long-term strategy helps us make choices and
prioritise actions that will move us closer towards achieving
our aspiration and delivering the right outcomes for New
Zealand now and in the future.

A number of external reviews this year are helping to identify where our stakeholders think

we are doing well and where we can improve.

Performance Improvement Review

IR took part in a Performance Improvement Review pilot
run by the Public Service Commission Te Kawa Mataaho.
The review is future focused and a way of assessing an
agency’s capability to respond to future opportunities and
challenges.

The independent review completed by 2 external reviewers
concluded that “IR is a high performing organisation,

well placed to meet the increasing expectations of New
Zealanders”. The reviewers talked to a number of our
people and external stakeholders to get their perspectives.
You can read the reviewers’ report on the Public Service

Commission’s website at publicservice.govt.nZ.

Binding Rulings

We surveyed customers who use our Binding Rulings
service, which is discussed on page 20, and 94% told us they
were satisfied or very satisfied with the service. More than
90% said they were satisfied or very satisfied with the clear
explanation of the reason for the ruling, the timeframe for
receiving the ruling and the value for money of the service.
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CA ANZ and TMNZ survey

Every year, Chartered Accountants Australia and New
Zealand (CA ANZ) and Tax Management New Zealand
(TMNZ) survey their members about the services IR
provides to them. Key findings from the 2023 survey
showed that most members now use our digital services
and are more positive about their experiences. Satisfaction
with IR increased, and there was a big increase in our rating
for being helpful. Self-service instalment plans were highly
rated and seen to be successful.

Areas where members thought we could improve were our
response times, with over half saying they waited 6 or more
days for a response, and the increased costs of complying
with trust disclosure rules that were introduced in 2021,
with a third saying we could provide more guidance on
trust disclosures.

IR is undertaking a post-implementation review of the
increased disclosure rules to determine whether changes
can be made to improve future disclosures and reduce
compliance costs. The review includes interviews with

tax and accounting practitioners, surveying trustees and
analysing data from the second year of disclosures. The
review will identify whether changes should be made to the
2025 trust tax returns.
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Our performance
Ko ta matou mahi

Inland Revenue Te Tari Taake tracks the
progress we're making through a range of
measures and indicators. Our Performance
Measurement Framework on page 47 shows
how we use our resources to deliver services
and how our services connect with the

outcomes we want to achieve for customers
and New Zealand.




Statement of Responsibility

| am responsible, as Chief Executive of Inland Revenue Te Tari Taake, for:

the preparation of Inland Revenue’s financial statements, and statements of expenses and capital
expenditure, and for the judgements expressed in them;

having in place a system of internal controls designed to provide reasonable assurance as to the
integrity and reliability of financial reporting;

ensuring that end-of-year performance information on each appropriation administered by
Inland Revenue is provided in accordance with sections 19A to 19C of the Public Finance Act 1989,
whether or not that information is included in this Annual Report; and

the accuracy of any end-of-year performance information prepared by Inland Revenue, whether or not
that information is included in this Annual Report.

In my opinion:

the Annual Report fairly reflects the operations, progress and organisational health and capability of
Inland Revenue;

the financial statements fairly reflect the financial position of Inland Revenue as at 30 June 2024 and its
operations for the year ended on that date; and

the forecast financial statements fairly reflect the forecast financial position of Inland Revenue as at
30 June 2025 and its operations for the year ending on that date.

Countersigned by:

B Mo NS B

Peter Mersi Nick Bradley

Chief Executive and Commissioner Chief Financial Officer
of Inland Revenue Te Tari Taake

30 September 2024 30 September 2024
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How to read our performance section
Me pehea te panui i ta matou wahanga
whakatutukinga mahi

We use our Performance Measurement Framework below to monitor the progress we're making
towards the outcomes we want to achieve for New Zealanders through the services we provide.
The information about our performance in each layer tells the story of how IR is performing.

Our outcomes—the long-term results we want to achieve

Revenue Payments Collaboration

Revenue is available to fund government | People receive payments they New Zealanders benefit economically

programmes through people meeting are entitled to, enabling them to and socially through Inland Revenue

payment obligations of their own accord. | participate in society. working collaboratively across our
external environment.

Our customer outcomes—the changes we want in customers’ knowledge, skills or behaviour

Customer motivation Customer opportunity Customer capability

The factors that create the willingness How easy it is for a customer to How well customers can meet their

to comply and then actually follow comply or not to comply with obligations and access their entitlements.

through and do it. Motivation includes their obligations or access their It includes their knowledge of rules that

both social and personal norms. entitlements. apply to them, their access to tools and
assistance and their ability to understand.

Our services—the services we deliver for our customers and government

Our 3 departmental appropriations that provide services to government and the public and deliver other activities.

Services for Customers Services to Other Agencies Residual Activities Following the
Transformation Programme’s
Substantive Closure

Our organisational health—how we use our resources to deliver for our customers

Our people Our processes Our assets ‘ Our environment

We use both trend-over-time indicators and results against targets to monitor performance.

Key to our Stable or
[ d Declined O Achieved
RIS > i) s @ mprove @ ecline N4 chieve
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Our outcomes—the long-term results we want to
achieve

Inland Revenue Te Tari Taake (IR) contributes to the economic and social wellbeing of
New Zealand by collecting and distributing money. Our success is reflected in 3 outcomes:

« Revenue is available to fund government programmes through people meeting payment
obligations of their own accord.

« People receive the payments they are entitled to, enabling them to participate in society.

« New Zealanders benefit economically and socially through our working collaboratively
across our external environment.

We use a range of indicators to help track our performance in delivering these outcomes.
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Outcome 1—Revenue is available to fund government programmes
through people meeting payment obligations of their own accord

The taxes we collect for the Government help to fund things like education and healthcare. Taxes also provide money that’s paid
out in benefits and entitlements to hundreds of thousands of New Zealanders every year through different government agencies.

@ Revenue trend over time

$115.4b

$115.4 billion - 32—

in tax revenue

2020 2021 2022 2023 2024

Most of the annual growth in tax revenue is in deductions from salary and wages, GST net of refunds and resident
withholding tax (RWT) on dividend and interest. The growth in deductions from salary and wages was $4.8 billion (10.4%),
reflecting salary and wage growth and the associated increase in tax as more income is earned in higher tax brackets. Net
GST grew by $3.4 billion (13.0%) as a result of growth in domestic consumption, partially offset by less GST from residential
investment. Net GST collected by IR was further boosted by a decline in imported goods, which results in smaller refunds.
The increase in interest RWT reflects increased interest income (a mixture of interest rates and deposit base). The increase

in dividends is likely to be a one-off, reflecting a behavioural change in advance of the 39% trustee rate taking effect. Tax
revenue forecasts are provided in the Vote Revenue Estimates of Appropriations for the Government of New Zealand for the
Year Ending 30 June 2025.
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@ Revenue through our interventions

We make sure customers are doing the right thing. The actions we take range from interventions that promote voluntary
compliance and prevent revenue loss occurring in the first place to finding and correcting errors. A key building block of
voluntary compliance is tax morale or the willingness to pay tax. Read more about customer perceptions of tax morale and
trust in IR on page 61.

Our compliance interventions supported the integrity of the
government accounts from:

« Identifying tax position differences through our investigation
activities, which assessed $460 million in additional tax. The
$63 million increase from 2023 reflects the increased focus on

) ) investigation activities in 2024.
We identified ) ) S
« Voluntary disclosures by customers that resulted in $322 million in

[ [ ]
5975 mi I I ion additional revenue. Of this, $94 million came from return reviews

. reported in the $230 million noted below.’
in revenue and recovered or

disallowed expenditure through « Real-time reviews of returns that stopped $230 million in incorrect

our interventions or fraudulent refunds and tax deductions at the time of filing, $85

million more than 2023.

« The use of our tools, data and intelligence to ensure the integrity of
COVID-19 products identified $57 million from declined applications
or post-payment reviews. This is an expected drop as most of the
applications for these products closed in 2022-23, with Small
Business Cashflow Scheme applications closing in December 2023.

We assured a further Some interventions result in assurance that future revenue will be returned
59 -I m i I I ion . correctly through changes in customer behaviour and an increased
understanding of their obligations. We estimate how much additional
in revenue for the next 3 years ~ revenue is assured in future years?

1 A change in methodology for 2024 means we are now including more voluntary disclosures. Using this improved approach for 2023, we

would have reported voluntary disclosures of $291 million, (compared to the $219 million reported in our 2023 Annual Report).

2 Future revenue benefit quantifies the effects of our compliance interventions on customers’ future behaviour. The estimated future revenue

assured is the value of prevented revenue loss through audit activity and specific campaign results forecast over 3 years.
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@ Providing certainty

Our experts provide certainty

for customers on specific tax
positions. Private rulings provide our
interpretation of how the law applies
in specific circumstances. See page 20
for more information.

This year, we ruled on with associated
arrangements worth tax of more than

$18 billion $4.6 billion

On 30 June 2024, 88 customers had
active advance pricing arrangements
with us, representing approximately

$400 million

in assured tax each year

Advance pricing agreements provide customers with certainty on tax for
specific transfer pricing arrangements for an agreed period. In return, New
Zealand gets a level of certainty that these businesses are paying the right
tax for that period of time.

@ Total tax debt to tax revenue

One of the ways we measure progress towards our revenue outcome is looking at the amount of overdue general tax debt as

a percentage of tax revenue.

6.6%

of overdue general tax
debt to tax revenue

Inland Revenue
Te Tari Taake

The ratio of overdue general tax debt to tax revenue reflects an increase in
overdue general tax debt, reflecting the challenging economic environment
and changes in our definition of overdue tax debt. Tax revenue increased by
10.5% from 2023. Due to changes in debt reporting, this result is not directly
comparable to prior years.

The ratio compares favourably with other similar tax administrations, some
of which have ratios of as much as 10% to 17%.

Read more about debt and what we’re doing to address debt growth on
pages 23 to 27 and 77 to 81.

Note: Overdue general tax debt and tax revenue figures used in this calculation exclude child
support, student loans, Working for Families Tax Credits and COVID-19 support products.
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@ Cost of collecting $100 in tax revenue

The indicator provides an overall measure of how efficiently we collect tax revenue. The ratio compares the operating costs
with the total tax revenue assessed.

80 cents

It cost us

45 cents

to collect $100 in tax revenue

43 cents 45 cents

| 2015 2023 2024

The cost to collect $100 in tax revenue increased marginally from 43 cents in 2023 to 45 cents in 2024. The increase is a result
of a 14% increase in costs compared to a 10.5% growth in tax revenue. The main driver for the increase in costs was from the
Public Sector Pay Adjustment.

52 Annual Report 2024 OUR PERFORMANCE



Outcome 2—People receive payments they are entitled to, enabling
them to participate in society

It’s important that New Zealanders get the payments they’re entitled to at the right times. We focus on helping them get
things right from the start by making it simpler and easier to access entitlements and refunds.

@ Timeliness of tax refunds

We look at how long it takes to provide income tax and GST refunds to customers once we receive their returns.

Our target for providing GST refunds is 95% within 4 weeks. We
Targets

; issued 97.1% of refunds within the timeframe, a small increase
achieved

from 96.6% in 2022-23.

2/2

Our target for issuing income tax refunds is 85% within 5 weeks.
We issued 86.6% in 2023-24, a small decrease from 2022-23
when we achieved 87.0%.

B Achieved Not achieved

@ Accuracy of GST refunds

Our measure of the accuracy of GST refunds is the number of returns that are accepted without any changes.

99.4% 99.5%

98.9%
99.5%

of GST refunds were not
amended after the initial refund

2020 2021 2022 2023 2024
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@ Income tax for individuals

This indicator is based on how automatically calculated income tax assessments for individuals are making tax simpler for New
Zealanders. We use the data we get from employers every payday and from financial institutions to help support customers to
pay the right amount of tax.

As at 30 June 2024 ; We refine the process each year, finding ways to reduce effort for
82% customers by bringing more customers into this automated process
where possible. For the 2024 tax year, 74% of customers needing
of customers had completed an income tax assessment got one automatically, up from 71% for
their 2024 assessment and had : the 2023 tax year, with fewer customers having to file a tax return

nothing to do (83% for 2023) manually.

Note: 2024 results are preliminary and may change as customers with a tax agent have until 31 March 2025 to finalise their assessments.

@ Timeliness of paid parental leave (PPL) and Working for Families Tax credit (WfFTC)
payments

We look at how long it takes to pay the following social policy payments, ensuring customers receive the payments they're
entitled to in a timely manner.

%
99.96%
99.79% 99.84% 99.98% 99.96%
of PPL payments were made on the 99.44% o mmemmocmoooooeooooooo:
first payday following the agreed date ’“/{.“V.——”" 99.83% 99.84% 99.87%
of entitlement 99:30% 99.16%
%
99.87%
L 1 1 1 1 |
of WFFTC payments were made 2020 2021 2022 2023 2024
on the first regular payment date — WIFTC payments === PPL payments
following an application
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@ Timeliness of assessments paid by child support customers

72.5%
o
o 0 .

of child support assessments were
paid by liable parents on time

2020 2021 2022 2023 2024

The improvement in payment timeliness for 2024 reflects a few factors: a decrease in the number of liable parents and
therefore fewer assessments and payments being due, an increased proportion of liable parents paying by employer
deductions and a decrease in those not paying at all.

@ Accuracy of Working for Families Tax Credits payments

There are 4 types of WfFTC payments, each with different eligibility rules. The payments depend on income, the number of
dependent children and any shared care arrangements.

We aim to improve the accuracy of WfFTC payments and give customers more certainty about how much they will receive by

picking up changes in their income that may affect their entitlement and adjusting payments when necessary. Payment accuracy

also relies on customers giving us timely updates if their circumstances change.

Overall, accuracy levels have remained
steady over the last 5 years, a positive ‘
result given income variability has [ 13% 12% 13% 13%
increased over this time with the impacts
of COVID-19, the economic environment
and adverse weather events.

Around two-thirds of customers who
received payments during the year 2020 2021 2022 2023 2024

(provisional)

received Within 20% Of what they i Customers within 10% of their entitlement
should have. Customers can also B Customers within 10-20% of their entitlement
choose to receive their entitlement

following the finalisation of their income

tax assessment. Results for 2024 are

provisional and, based on previous years,

are likely to fall to similar levels once all

assessments have been finalised.

See pages 34 to 35 for information on our work to support families to get the right entitlements.
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Outcome 3—New Zealanders benefit economically and socially through
our working collaboratively across our external environment

We work with and share appropriate data and information with other government agencies and external partners to deliver
better services and outcomes for New Zealanders.

Partnerships are integral to how we operate. IR manages and runs the tax and social policy system by working with many
other stakeholders, including other public sector agencies, tax agents, employers, KiwiSaver providers, financial institutions
and community groups.

You can read more about the work we do with others, including how we worked closely with other agencies to implement
FamilyBoost on page 92, work with our OECD partners to ensure we play our part in global initiatives on page 41, and co-
design solutions to better support digital service providers on page 43.

We continue to work with government departments on cross-agency initiatives and administering products and services.
Read about our data and information-sharing agreements, international agreements and memoranda of understanding with

other agencies at jrd.govt.nz/about-us/information-sharing.

The following case studies provide examples of the work we do with others.
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@ Results from working with others to deliver services and improve compliance

CASE STUDY 1

Outcomes from data and information-sharing

IR fosters interagency collaboration through data and information sharing with various government and non-
government agencies. Our aim is to enhance service delivery, improve compliance and streamline administrative
processes. By leveraging shared data and intelligence, IR and other agencies can collectively identify and address
issues quickly and provide more integrated and effective support to New Zealanders.

While ensuring efficient, effective and secure methods of data and information exchange within legislative
frameworks, we continue to digitise processes to improve accuracy, streamline operations and reduce manual
effort.

Improving the accuracy of entitlements and tax assessments

Integrating data sources from financial institutions, employers, the Ministry of Social Development Te Manatu
Whakahiato Ora (MSD) and the Accident Compensation Corporation enables us to provide timely and
accurate Working for Families Tax Credits entitlements and individual tax assessments, while requiring minimal
effort from customers. This is a fully digitised process that reduces the possibility of fraud.

Recent policy changes such as FamilyBoost and Fees Free highlight the success of interagency collaboration,
with effective coordination required across multiple agencies. This is also shown through the sharing of data
and information with New Zealand Police Nga Pirihimana o Aotearoa, the New Zealand Customs Service

Te Mana Arai o Aotearoa and the Serious Fraud Office Te Tari Hara Taware to help prevent, detect, investigate
and provide evidence of serious crime. There is more details on these shares on page 190.

Contributing to evidence-based policy and research

Partnerships with agencies such as Statistics New Zealand Tatauranga Aotearoa (Stats NZ) and MSD enable
a comprehensive view of taxpayer behaviours and socioeconomic trends. This facilitates targeted policy
interventions and support services, ultimately improving outcomes for New Zealanders.

IR is a major contributor to two of Stats NZ's large research databases: the Integrated Data Infrastructure (IDI)
and Longitudinal Business Database. Numerous government agencies, universities, non-profit organisations and
private companies can apply to Stats NZ to use the databases to conduct research projects on complex issues
affecting New Zealanders.

IR's data contributes to around two-thirds of research projects, with around a quarter of these being

IR’s data has recently played a crucial role in developing an understanding of business performance

O public sector projects.

benchmarks. Businesses can use this data for planning and goal setting or to assess their performance
against similar entities.
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CASE STUDY 2

Collecting student loan and child support payments from people overseas

Student loans

To ensure that all student loan borrowers meet their repayment obligations, regardless of where they live, we
have data-sharing agreements with other public sector agencies and third parties, both here and overseas.

As at 30 June 2024, 93% of outstanding repayments were for overseas-based borrowers, most of whom are
based in Australia. We receive customer contact details from the Department of Internal Affairs Te Tari
Taiwhenua and the Australian Tax Office to help locate customers with invalid contact details.

Arrival data from the New Zealand Customs Service helps us to contact people who are not meeting their
repayment obligations when they arrive in New Zealand. Last year we received cases from the service for 13,400
customers. As a result of these cases, and consequent follow-up actions, 1,700 are no longer in default with 500
applying for hardship.

We use third-party collection agencies in Australia and the UK to contact people and discuss their overdue
repayments initially and then move to enforcement for people who continually refuse to meet their obligations.
At 30 June 2024, we had 12 judgments for debt lodged with the Australian courts.

This year, we successfully contacted 11,000 individuals who repaid a total of $9 million. These results
have been lower post COVID-19 and we will be increasing our focus in this area, bolstered by additional
funding received in Budget 2024.

During COVID-19, we reduced enforcement work with overseas-based borrowers. We have increased our focus
on them this year and received additional funding as part of Budget 2024 to focus more on ensuring they meet
their repayment obligations. We will do this by using the data we collect from our existing information-sharing
arrangements to locate customers. We will continue to use third parties in Australia and the UK to contact
borrowers and take enforcement action on our behalf if borrowers do not meet their obligations. We will also
focus on those returning to New Zealand as we have more ability to engage with them directly.

Child support

IR has a reciprocal child support agreement with Australia that enables the exchange of personal and income
data and information, and the enforcement of collection of payments. While overseas-based student loan
borrowers have to make their own payments, for child support customers based in Australia, the money is
collected by Services Australia, making it easier for those customers to meet obligations.

@ As at 30 June 2024, there were 6,486 cases registered in Australia. During the 2024 financial year, we
received $34 million from Services Australia.
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@ Business customers gain value from easy and seamless dealings with government

The Better for Business programme run by the Ministry of Business, Innovation and Employment Hikina
Whakatutuki (MBIE) researches customer experiences with several government agencies, including IR. MBIE's
Customer Experience Index (CXI) uses 10 dimensions to generate insights into how government agencies can
improve the experience that businesses have when they deal with them.

We scored 66

62 s e

on the Customer Experience Index

2020 2021 2022 2023 2024

Over the past year, our CXI score decreased by 4 points to 62, slightly above 2020 pre-COVID-19 levels.
Businesses say it is taking more time to deal with us and taking longer to resolve their queries. Filing returns
and making payments for GST, provisional tax and income tax take the most time. However, the number of
businesses that say they receive a valuable service from us and would recommend IR increased slightly over
the year. You can read more about what we are doing to reduce effort for businesses on page 19.
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Our customer outcomes—the changes we want in
customers’ knowledge, skills or behaviour

Our compliance model helps us understand our customers so we can work proactively and
tailor our approach.

With the customer at the centre of the model, we recognise 3 factors that influence
customers’ behaviour: motivation, opportunity and capability.

These factors help us to provide the right support for customers such as providing certainty
and making it easy to comply. This helps us achieve our outcomes.

EDUCATE

up®

Build compliance
right from the start

Make it easy
to comply
and difficult
not to
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Customer outcome 1—Customer motivation

IR defines customer motivation as the factors that make people willing to comply and follow through with an action.

New Zealand’s tax and social policy system is based on customers voluntarily making the payments they should and claiming
only what they’re entitled to. For this system to work, it is critical that the public trusts us.

@ Customer trust and tax morale

New Zealand’s tax system is based on the voluntary compliance of individuals and businesses, so public trust in the integrity
of the system is critical to its success. Research has demonstrated that better long-term compliance outcomes can be
achieved by increasing tax morale. Not all the factors that influence trust and tax morale are within our control. Based on the
factors we can influence, we measure 3 beliefs that reflect the views we aim to create among customers:

«  When | pay my tax, I'm doing a good thing.
«  When I'm trying to do the right thing, IR will help me.

« When someone else is trying to do the wrong thing, IR will find them.

We measure our customers’ trust in us and their tax morale through our Customer Experience and Perceptions Survey. This
survey asks customers to rate their responses on a 7-point scale. Results reflect ratings of 5 or more. More information on the
survey is provided on pages 96 to 97.

85%

81% 80%

79% 79%

64% 63 64% 65%
. sen ssn 6% 61% 0% m

Have trust in us Feel good about paying tax IR helps people who are trying If someone tries to avoid paying
to get things right the right amount, they will
get into trouble with IR

H 2020 W 2021 H 2022 H 2023 H 2024

Trust in IR has started to recover following declines over the previous 3 years. In line with this improvement, tax morale also
increased with significantly more customers agreeing we help those who are trying to get things right.

Fairness is the main theme customers mention when describing why they perceive IR as trustworthy. The aspects to fairness
that help build trust are ensuring everyone pays their share, treating customers fairly and equitably and acting lawfully. We
have been building momentum from the rebalancing of our enforcement work following a period where our approach was
more heavily focused on supporting customers affected by COVID-19 and economic circumstances.

We also know that our customers’ direct experiences with us are a key driver of trust, and 2024 has seen some improvements
in our call responsiveness. Continuing to focus on reducing effort for customers, addressing product-specific pain points,
enhancing online services and improving communication are all areas we are focused on to further improve customer
experience.

Inland Revenue 61
Te Tari Taake



Customer outcome 2—Customer opportunity

We define customer opportunity as customer ease and satisfaction when interacting with us to meet their obligations or
access their entitlements.

@ Customer satisfaction and perceptions of effort

We use 2 questions in our Customer Experience and Perceptions Survey to measure customers’ perceptions of effort and
satisfaction. The survey asks customers to rate their responses on a 7-point scale. Results reflect ratings of 5 or more. More
information on the survey is provided on pages 96 to 97.

73% 70% 69% 70%

67% 65% 67%

Customers who found it easy to deal with IR Customers satisfied with their last
interaction with IR overall

H 2020 H 2021 H 2022 H 2023 W 2024

This year’s survey results showed small increases in how easy it was for customers to deal with us and their satisfaction when
interacting with us. Prompt and easy access combined with high-quality service continue to drive satisfaction and ease. We
answered a higher percentage of calls received in 2024, and 66% of customers told us their issue was resolved in one contact.

@ Returns filed digitally

Most customers use digital channels, particularly when filing their tax returns.

— 90— —o0 ° 0

of returns were filed digitally

(income tax, GST and
employment information returns)

2020 2021 2022 2023 2024
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@ Customer interactions across assisted and unassisted channels

Digital services enable customers to do as much for themselves as possible in a way and at a time that suits them. Millions of
straightforward transactions happen with no intervention by us, providing customers with certainty sooner.

Attribute

® Answered calls

® Correspondence - digital
@ Correspondence - paper
® Front of house

® Gateway returns filed

® R website

® R website - mobile

@ mylR - mobile

® myIR - website

® Self-service phone calls

™

2020 2021 2022 2023 2024
Financial Year

Over the last 5 years, digital interactions have increased from 98 million in 2020 to 113 million in 2024, mostly through
increased use of our website and myIR:

« mylR sessions increased from 53 million in 2020 to 65 million in 2024.
«  Website sessions increased from 37 million in 2020 to 38 million in 2024.
« Use of gateway services by businesses to file returns from their own systems increased from 6 million returns filed in 2020 to

8 million in 2024.

The increases in website and myIR website interactions in 2022 and 2023 is likely due to increased activity around COVID-19
support payments and the Cost of Living payment.
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@ Donation tax credit claim submissions sent digitally

Customers can submit their donation receipts in mylIR at any time during the year or they can send us paper records. At the
end of the tax year, we pay out refunds for approved submissions.

89.2%
° (\ : 71.9%

of donation tax credit claims
were submitted digitally

2020 2021 2022 2023 2024

This year’s result is 3.6 percentage points higher than 2023. However, 30,000 fewer claims were made in 2024, indicating that
the challenging economic environment may have played a part in the result.

Note: In error, results reported in the 2023 Annual Report did not include claims submitted using gateway services. These have been included in the 2024 and prior

year results shown above, increasing results by 1.9 percentage points for 2021, 8.1 percentage points for 2022 and 4.7 percentage points for 2023.

@ Instalment arrangements set up through self-service

IR provides options for customers who get into debt, including paying off what they owe in instalments while they get back
on track. Customers can also set up arrangements ahead of the due date. Customers can set up an instalment arrangement
themselves in mylIR.

41.4% 40.6%
0, , 38.3% -
40.6 /o 32.6% 35.6%

of instalment arrangements
were set up in myIR

2020 2021 2022 2023 2024

In 2023-24, 77,000 customers set up an instalment arrangement in myIR. We know customers who set up their own
arrangements are more likely to stick to them. Instalment arrangements set up by customers in myIR in 2023-24 totalled
over $1.3 billion in debt. More detail on how well customers adhere to arrangements is on page 68.
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@ Returns processed without the need for intervention (straight through)

Tax returns processed without the need for further system actions or any staff intervention reduce effort for customers and us.

88.0%

of employment information
returns were processed
without requiring further
intervention

96.9%

of GST returns were
processed without requiring
further intervention

85.2%

of income tax returns were
processed without requiring
further intervention

96.3% 96.9%

95.1%

2021-22 2022-23 2023-24

B Employer information returns M GST returns

82.1% 85.2%

67.1%

2020 2021 2022 2023

M Income tax returns

Note: GST and employer information yearly results reflect returns filed from April to March. Income tax returns reflect the result by tax year, noting that 2024 is not

included as not all the due dates have passed.
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@ Median customer time spent on tax compliance for small-to-medium-sized enterprises

We are committed to reducing the tax compliance costs to businesses. We survey SMEs to estimate the time they spend on
complying with tax requirements and what it costs them.

55

On average, SMEs spend

32 hours

a year on tax compliance

activities

2004 2009 2013 2016 2018 2021 2024

In 2024, SMEs told us they spend an average of 32 hours a year on meeting their tax obligations. That’s 4 hours less than in the
survey’s baseline year of 2013. The value of the time saved by SMEs since 2017-18 is $650 million. This is time that business
owners can more productively spend running and growing their businesses.

The introduction of mandatory payday filing on 1 April 2019 means that businesses spend more time complying with PAYE
and KiwiSaver obligations than they did in 2013. They spend less time complying with GST, income tax and fringe benefit tax
(FBT) obligations.

Improvements to myIR to make it more user-friendly, ensuring our systems are compatible with external software and
timely responses to myIR messages are making it easier for SMEs to comply with their obligations. Approximately 20% of
SMEs reported that IR had made tax compliance easier in the last 12 months, with most others being neutral, saying tax
compliance was neither easier nor harder.

In 2024, more SME business owners agreed (64%) than disagreed (14%) that the time their business spends on tax matters
was acceptable. The percentage agreeing that the time they spend on tax is acceptable has increased steadily from 54% in
2016, the first year this question was asked.

Most SMEs (87%) reported low or no stress when dealing with their tax obligations in the 12-month period prior to the survey.

Note: The 2021 result has been updated to reflect corrections for 2 errors: incorrect filing frequencies for some respondents and the treatment of partial responses
where no time estimates were provided that were incorrectly included as 0 rather than being excluded.
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@ Insights into customers’ digital interactions and experiences with IR

CASE STUDY

Making improvements to support customers

Improving our website content for paid parental leave (PPL) customers

We've made changes to our website to improve the content for PPL. The changes make content easy to find and provide
additional information to help customers understand how PPL works.

@ The improvements include:

+ anew overview page to provide a quick summary of PPL and how it works
+ putting the guided help tool ‘Can | get paid parental leave? on its own page so it’s easier to find

« extra information to clear up a common misunderstanding that PPL entitlements can be transferred back to the original
applicant after being transferred to a partner

+ more explanations about surrogates, miscarriages and the link between PPL and Working for Families Tax Credits

+ more examples to illustrate the rules.

Supporting software partners

Nearly all tax returns are filed digitally, and the majority are filed through software delivered by over 80 software partners.
Maintaining the connection and stability of these return-filing services is critical to supporting New Zealanders and businesses to
meet their obligations.

To better support our digital partners, an online service portal was progressively released to them in phases between November
2023 and June 2024. The portal will improve onboarding for new partners, support self-management for existing partners and
reduce partner effort maintaining these critical services.

O The benefits to customers include:
O &

Greater visibility Faster resolution of issues More self-service options Targeted communications
« Viewalerts and « Consolidated account, + Search and browse + Proactive
notifications product and past issue knowledge bases and communications on
. See cases in a single place information ask the community issues
. Progress is transparent + Providing additional questions + Notifications when there
information is quicker has been an update to
their case
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Customer outcome 3—Customer capability

We define customer capability as the ability of customers to meet their obligations and access their entitlements. It includes
customers knowing the rules that apply to them, having access to tools and assistance and understanding what they need to do.

@ Customer understanding and confidence

We use 2 questions in our Customer Experience and Perceptions Survey to measure customers’ understanding and
confidence. The survey asks customers to rate their responses on a 7-point scale. Results reflect ratings of 5 or more.
More information on the survey is provided on pages 96 to 97.

77%

of customers knew what they
needed to do next

83%

of customers felt confident they Customers knew what they needed to do next Customers felt confident that they were doing the right thing
were doing the right thing

m 2020 u 2021 H 2022 m 2023 W 2024

This year’s small increases tell us that we're continuing to effectively support customers to get it right from the start and that
they’re familiar with what they need to do.

@ Instalment arrangement success

We provide options for customers who get into debt, including paying off what they owe in instalments while they get back
on track, minimising the costs they incur by paying late. Customers can set up instalment arrangements themselves, or we
can set them up for them.

86.3%

62.5%

of customers adhered to their ‘ 64.4% 63.6% 62.5%

instalment arrangement

2020 2021 2022 2023 2024

—— Overall — Self-service

While 28,000 more customers set up arrangements this year, slightly fewer customers adhered to their instalment
arrangements compared to 2023, reflecting ongoing economic conditions impacting customers. These arrangements covered
$4.3 billion in debt compared to $3.4 billion last year. Of this, $461 million has already been paid in full. Customers who set up
arrangements in myIR are more likely to stick to the arrangement.
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Our services—the services we deliver for our
customers and government

We measure the performance of our services against output measures and targets as set out
in The Estimates of Appropriations for the Government of New Zealand for the Year Ending
30 June 2024. This section reports on financial and non-financial performance for these
appropriations. Full details are at the Treasury Te Tai Ohanga website:

treasury.govt.nz/publications/estimates/vote-revenue-finance-and-government{
administration-sector-estimates-appropriations-2023-24

IR has 3 appropriations to provide services to the Government and the public and deliver other activities:

000 —
ey v=
Services for Customers Services to Other Agencies Residual Activities Following the
(a multi-category appropriation) ¢ Transformation Programme’s

Substantive Closure

Linking appropriations to outcomes

Our Performance Measurement Framework describes how we track the progress we're making towards our outcomes as set
out in our Statement of Intent 2021-2025. The framework shows the departmental appropriations that IR is responsible for
and how our appropriations and outcomes are connected. Each appropriation contributes to 1 or more of our outcomes.

Our performance against our services: a summary

7 6 % Achieved 22 out of 29 performance targets

This year, we achieved 22 out of 29 (76%) of our output performance measures. This is a slight drop from 2022-23 when we
achieved 29 out of 36 (81%).

In this section, for any results where we have not achieved the target or have exceeded it by 15% or more, we have provided
further explanation. None of the target and forecast figures on pages 70 to 89 are subject to audit.

The key we use to show our performance against the measure

0 We met the target = We did not meet the target
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01. Services for Customers

The overarching purpose of this appropriation is to deliver a customer-
centric, integrated tax and entitlement service experience for New
Zealanders that is agile and intelligence-led.

21/28

ACHIEVED
Services for Customers is a multi-category appropriation with 5 categories:

% ® /g Q, e

Services to Ministers Services to Process Management of Debt Investigations Policy Advice
and to Inform Obligations and and Unfiled Returns
the Public About Entitlements

Entitlements and
Meeting Obligations

What we intend to achieve

This appropriation is intended to ensure customers find it easy to meet their tax and social policy obligations and receive the
payments they’re entitled to.

We start this section with our overall results for the appropriation and present the results for each of the 5 categories on
pages 72 to 87.
How we performed

We carefully balanced resources across our work programme, with an increased focus on compliance activities. We prioritised
activities based on factors such as addressing areas of risk and key customer issues.

Most customers want to do the right thing. This is reflected in the high proportion of customers who file returns on time,
with levels increasing to 96.4% in 2023-24, and pay on time. The economic climate has meant a small decline in customers’
ability to pay in full and on time. The value of payments made on time has remained high at 94.0%.

96.4%
95.7% 96.2%
94.3%
93.2% ettt ETTITIII e et e e e eeeeeeeeeeennnnnn———————eeeeeeenemnonneenns

- 94.5% 94.4% 94.3% 94.0%

93.1%
et 89.9% 89.4% -

P 88.8% 88.2%

85.9%
L 1 1 1 1 ]
2020 2021 2022 2023 2024
Percentage of returns filed by customers on time - - - - Percentage of tax payments made by customers on time

------ Percentage of tax payments made on time by value
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Performance measure results

This year, we achieved 1 out of 2 of the overarching performance measures in the Services for Customers multi-category

appropriation.

2022-23 2023-24 2023-24 2024-25
Actual Target Actual Target
96.2%  Percentage of returns filed by customers on time 95% 0 96.4% 95%
88.8%  Percentage of tax payments made by customers on time 90% e 88.2% 90%

Not achieved—The target for this measure was increased from 85% to 90% from July 2022 in response to an uplift in

performance resulting from IR’s move to the new START system. Although we have achieved over 90% for some months

during the year, our highest year-end result was 89.9% in 2020-21. Since then, economic conditions have impacted

businesses and households’ cashflow and ability to pay in full and on time. On-time payment compliance declined across

most tax types: GST dropped from 87.1% to 85.5%, employer activities from 92.2% to 91.8% and non-individual income tax

from 86.3% to 85.8%.

All targets are unaudited.

What it cost

Output statement
For the year ended 30 June 2024

Actual Actual Unaudited Unaudited Unaudited
revised budget forecast
budget

2023 2024 2024 2024 2025
$000 $000 $000 $000 $000
Revenue

693,930 Revenue from the Crown 726,345 726,345 715,117 748,425
5381 Other revenue 4,718 6,101 6,101 6,101
699,311 Total revenue 731,063 732,446 721,218 754,526
660,493 Total expenses 706,538 732,446 721,218 754,526
38,818  Net surplus/(deficit) 24,525 - - -

We came within budget for the Services for Customers multi-category appropriation.
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Services to Ministers and to Inform the Public About Entitlements and Meeting
Obligations

This category is limited to the provision of services to help Ministers fulfil their responsibilities to
Parliament and the New Zealand public, other than policy decision-making responsibilities, and
to provide information and assistance to the public to make them aware of their obligations and
entitlements.

What we do

We provide services and information to help taxpayers and other customers meet their payment obligations and receive
payments they are entitled to and help Ministers fulfil their responsibilities to Parliament and the New Zealand public.

We provide certainty and clarity through public advice and guidance, private rulings and advice, dispute reviews and an
internal escalation service for technical issues.

How we performed

IR continued to focus on supporting customers with their tax and social policy needs, prioritising the resolution of queries for
customers who are likely to have the greatest need. Our voice and correspondence channels are managed together to deliver
the best customer outcomes.

Customer demand volumes decreased slightly, dropping from 3.95 million interactions in 2023 to 3.68 million interactions in
2024. While key events such as individual income tax assessments drive high demand between March and June each year, the
decrease in customer service volumes indicates that more customers are able to manage using self-service channels.

Source
@ Attempted voice calls

@ Front of house visits
@ Paper correspondence received

@ Web messages received

2020

2022 2023 2024

Note: Total web messages received in 2023 has been updated from 1.4 million reported in the 2023 Annual Report

to 1.5 million to correct a reporting error.
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We continued to provide certainty and clarity for customers, developing public advice and guidance on various issues,

including:

« an explanation of when costs like interest, rates and property insurance are deductible when land is held and whether the
land being taxed on sale is relevant to deductibility

« guidance on the deductibility of costs incurred in configuring or customising a supplier’s application software in a software-
as-a-service arrangement

+ help with the GST and income tax treatment of grants and subsidies, particularly for payments made by government
« guidance about how the GST grouping rules operate and help explaining which entities can form a GST group
« guidelines to assist with making research and development loss tax credit applications, and

« updated guidance explaining the taxation of trusts.

See page 20 for information on our private rulings service, providing certainty for customers on specific tax positions and
giving our interpretation on how the law applies in specific circumstances.

We also issued a General Article (GA 24/01) that concerned the increase in the trustee tax rate to 39% from 1 April 2024 and
how we may view some taxpayer transactions and structural changes made in response to the change in tax rate. This area
has received a lot of attention from taxpayers given the change in tax rate and so the item sets out specific situations where
we may have concerns.

A relatively new type of product being provided are Technical Decision Summaries. These are summaries of applicable
private rulings and adjudication decisions that have been made by the Tax Counsel Office. The identity of applicants and any
sensitive information are removed. It’s early days, but our customers have responded positively to these summaries. We think
they are an important additional way to increase transparency around our interpretative decisions.

Performance measure results

This year, we achieved 4 out of 5 targets, similar to 2022-23 when we achieved 8 out of 9 targets.

2022-23 2023-24 2023-24 2024-25

Actual Target Actual Target

72%  Percentage of customers who agree they found it easy to get the 70% 0 72% 70%
information they needed’

4 minutes  Average speed to answer telephone calls 4 minutes 30 Q 4 minutes 4 minutes 30

47 seconds seconds or less 18seconds  seconds or less

New measure  Percentage of correspondence completed within 10 working days 70% e 65.1% 70%

see page 99

Not achieved—We manage our voice and correspondence channels together, prioritising customers who are likely to

have the greatest need to achieve the best overall customer experience within available resources. At the beginning of
2023-24, we were in a period of recovery following the 2023 high-demand season with significant volumes of work on hand,
impacting our response times.

100%  Percentage of rulings reports, adjudication reports and public items 100% Q 100% 100%
that meet the applicable purpose, logic, alternatives, consultation,
and practicality standards

New measure  Percentage of public items, adjudication cases, taxpayer rulings and 90% Q 97.5% 90%
short process rulings completed within agreed timeframes see page 99

' Actual performance measured using a sample of the customer population from our Customer Experience and Perceptions Survey. The survey asks customers to
rate their experiences on a 7-point scale. Results represent customers who gave a score of 5 or more. More information on the survey is provided on pages 96 to 97.

All targets are unaudited.
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What it cost
Output statement

For the year ended 30 June 2024

Actual Actual Unaudited Unaudited Unaudited
revised budget forecast
budget

2023 2024 2024 2024 2025
$000 $000 $000 $000 $000
Revenue
327,767  Revenue from the Crown 335,634 335,634 309,031 314,597
860  Other revenue 839 1,045 1,045 1,045
328,627 Total revenue 336,473 336,679 310,076 315,642
312,978 Total expenses 326,456 336,679 310,076 315,642
15,649  Net surplus/(deficit) 10,017 - - -
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Services to Process Obligations and Entitlements

This category is limited to the registration, assessment and processing of tax obligations and other
entitlements, including associated review and Crown accounting activities, and the collection and
sharing of related information with other agencies.

What we do

We deliver efficient and effective registration, assessment and processing of tax obligations and entitlements. This contributes
to the availability of revenue to fund government programmes as well as ensuring that customers receive payments they’re
entitled to.

How we performed

Our processing performance measures focus on timeliness and efficiency for the key services and activities that affect
customers. Our systems and more automated processes have made us more efficient in the processing of customers’ returns,
registrations, payments and refunds.

In 2023-24, we:

Processed Issued Transferred Processed
12.5 million | 1.2 million [$10.4 billion| 682,000
returns (income tax, GST refunds (income to KiwiSaver registrations
and employer information) tax and GST) scheme providers

Performance measure results

This year, we achieved 7 out of 8 targets, similar to 2022-23 when we achieved 10 out of 11 targets.

2022-23 2023-24 2023-24 2024-25

Actual Target Actual Target

85.0% Percentage of social policy and tax registrations processed within 5 85% Q 86.8% 85%

working days

87.0%  Percentage of income tax refund disbursements resulting from a 85% Q 86.6% 85%
return issued within 5 weeks

96.6%  Percentage of GST refund disbursements issued within 4 weeks' 95% ° 97.1% 95%

99.5%  Percentage of income tax returns finalised within 3 weeks 95% 0 99.0% 95%

99.96%:  Percentage of GST returns finalised within 3 weeks 98% Q 99.92% 98%

New measure  Percentage of KiwiSaver contributions passed to scheme providers 95% Q 99.4% 98%

within 3 days see page 99
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2022-23 2023-24 2023-24 2024-25
Actual Target Actual Target
$1.48  Average cost of processing income tax returns, GST returns and $1.75 or less e $2.16 $1.75 or less
employment information
Not achieved—This measure demonstrates the cost-effectiveness of our processing activities. With most processing now
being systems-based, system costs including depreciation are a key driver of this measure. As our new operating model has
bedded down, results for this measure have varied from $2.92 in 2018-19 to $1.35 in 2021-22. Over the last few years we
have stretched the target, from $3.50 in 2021-22 to $1.75 for 2023-24.
81.1%

Percentage of child support assessments issued within 2 weeks 80% Q 83.9% 80%

" Section 46 of the Goods and Services Tax Act 1985 stipulates that refunds are to be issued within 15 working days unless selected for screening or investigation.
The 4 weeks issuing timeframe allows additional time to include those refund claims selected for screening or investigation in our performance.

2 This result as reported in the 2023 Annual Report was 100%. We are providing the result to 2 decimal places in this year's report.

All targets are unaudited.

What it cost

Output statement

For the year ended 30 June 2024

Actual Actual Unaudited Unaudited Unaudited
revised budget forecast
budget

2023 2024 2024 2024 2025
$000 $000 $000 $000 $000
Revenue
146,613  Revenue from the Crown 183,821 183,821 162,084 150,271
3,597  Other revenue 3,493 3,634 3,634 3,634
150,210 Total revenue 187,314 187,455 165,718 153,905
140,286  Total expenses 180,385 187,455 165,718 153,905
9,924  Net surplus/(deficit) 6,929 - - -
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Management of Debt and Unfiled Returns

This category is limited to activities to prevent returns and debt becoming overdue, and to collect
unfiled returns and overdue payments, whether for the Crown, other agencies or external parties.

What we do

IR seeks to achieve the timely and efficient collection of unfiled returns, revenue and debt owed. We believe the best
approach for managing debt and unfiled returns is by helping customers get it right from the start and by acting if they
choose to do the wrong thing. We do this by:

« understanding our customers, their circumstances and their experiences and dealings with us and other government agencies
« using analytical capabilities to anticipate what customers may need from us to help them stay on track

« reaching customers who need our help earlier by tailoring our approach and messages to them

« ensuring that policy settings reflect a whole-of-government approach and support consistent customer experiences

« equipping our people to support customers in debt.

When customers do get into debt, we help them work through their options and create a plan that suits their specific
circumstances. We are required under section 6A of the Tax Administration Act 1994 to collect the highest net revenue over
time, considering the resources we have available, levels of voluntary compliance and compliance costs.

How we performed

This year, we increased our compliance and enforcement work and focused on getting overdue returns filed and recovering
more tax and overseas-based borrower debt.

Economic conditions are impacting customers’ ability to pay. Total o