Senate Economics Legislation Committee
ANSWERS TO QUESTIONS ON NOTICE

TREASURY

Australian Taxation Office
2002-03 Consideration of Budget Estimates 5 June 2002


Question: 

Outcome 1, Output #

Topic: $1billion write-down 

Hansard Page/Written Question on Notice:  E250

Senator Conroy asked:

I asked for a breakdown of some information in the Budget Paper No1, ……the Tax Office bad debts of $1 billion.  Can you take me through what that $1 billion write-down is about?  Would you, off the top of your head, know if any of this write-down is to do with mass marketed schemes?

Answer:

The Australian Taxation Office (ATO) makes provision for future bad and doubtful debts and remissions in accordance with sound accounting practice.  This acknowledges actual write-down for earlier periods and future extraordinary occurrences, for example, large corporate failures.

As it relates to the ATO, the net write-down of assets/bad and doubtful debts recognised by Budget Paper No.1 amounts to $1.041billion.  This is an estimated amount anticipating the net write-down of bad and doubtful debts and remission of penalties for the 2001-02 year.

The estimated amount can be compared with the actual write-down of assets for the 2000-01 year.  This amounted to $1.314billion.  Actual bad debt write-offs and penalty remissions for the 2001-02 year as at the end of May this year amount to $1.056billion.

The $1.041billion net write-down as reflected in Budget Paper No.1 takes into account:

· the likely level of debt expected to be written-off or remitted in 2001-02;

· an assessment of the likely level of outstanding debt at the end of 2001-02 with provision for non-recovery.  (Of particular note, are higher than expected outcomes for the ATO’s compliance program.  Increases in tax and penalties raised are ordinarily accompanied by proportionate increases in associated debt); and

· the expectation that mass marketed schemes settlements would result in higher levels of penalty and interest remission than recognised previously.  As the settlement offer for mass marketed schemes includes remission of penalties and interest raised, the ATO is expected to provide for this in its 2001-02 annual financial statements, even though the actual remission will not occur, in most cases, until the 2002‑03 year.
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