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1. REPORT SUMMARY

1.1 INTRODUCTION

This Report presents a summary of the results
of a performance audit which reviewed
procedures for the calculation of stamp duty on
registration of ownership of motor vehicles.

In 1997-98, a total of $18.4m was received as
stamp duty on initial registration of motor
vehicles and transfers of ownership of motor
vehicles.  More than half of the stamp duty was
generated through initial registrations of new
vehicles.  The revenue collected was budgeted
for in the Chief Minister’s Department’s
Statement of Revenue and Expenses on behalf
of the Territory in the ACT Budget Papers
(Volume 3).  At the end of the year it was
accounted for under the same classification in
the Department’s financial statements contained
in its Annual Management Report.

The scope of this audit included, to varying
extents, stamp duty imposed on the initial
registration of new vehicles, stamp duty
imposed as a result of transfer of ownership
through purchases from used car dealers, and
stamp duty on transfer of ownership of vehicles
arising from private purchases including
auction sales.

The majority of 1997-98 costs of collecting
stamp duty revenue were included in Output 3.3
Delivery of Road User Services of the
Department of Urban Services.  Some costs are
also included in Output 5.4 Revenue Collection
and Related Issues of the Chief Minister’s
Department.

****
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1.2 BACKGROUND

During the period covered by this audit (1997
and 1998) the legislation within which stamp
duty was assessed is the Sale of Motor Vehicles
Act 1977, Stamp Duties and Taxes Act 1987
and the Taxation (Administration) Act 1987.

Stamp duty is payable when:

• a new motor vehicle is registered for the first
time;

• a certificate of registration is transferred
from one person to another person; or

• a certificate of registration is issued in a new
name.

Generally in accordance with the legislation
when a vehicle is initially registered or changes
ownership, a registration tax (Stamp Duty) is
payable. This tax is calculated as $3 per $100 or
part of each $100 of the vehicles declared
purchase price or the market value, whichever
is greater.  Effective from 1 July 1998 the rate
of duty increased to $5 per $100 or part thereof
for that part of purchase prices which exceeded
$45,000.

At the time this Report was prepared, for used
vehicles, stamp duty was payable by licensed
dealers on each sale of a used vehicle by a
dealer.  The new Duties Act 1999, effective
from 1 March 1999, changed this by imposing
responsibility for paying duty at the time of
registration solely on the purchasers.

****
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1.3 AUDIT OBJECTIVES

The objectives of the audit were to provide
independent opinions to the Legislative
Assembly on whether:

• stamp duty on registration of new motor
vehicles is being imposed in accordance
with relevant legislation;

• stamp duty on changes of vehicle ownership
arising through private purchases of used
vehicles, including purchases at auctions, is
being imposed in accordance with relevant
legislation; and

• stamp duty on changes of vehicle ownership
arising through purchase of vehicles from
used car dealers is being imposed in
accordance with relevant legislation.

The audit opinions formed from the audit are
set out on page 5.

****

1.4 AUDIT APPROACH

The audit reviewed relevant legislation,
regulations, operating manuals and
management procedures relating to the
assessment and calculation of motor vehicle
stamp duty payable.

The audit extracted registration information and
other data for a sample of transactions and
examined and analysed this data in respect of
stamp duty paid.

Consultations were held with staff of the Chief
Minister’s Department, and of the Department
of Urban Services.
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1.5 BASES FOR AUDIT OPINIONS

General Comment (Chapter 2)

To understand why the audit findings support
the opinions presented on page 5 it is necessary
to first make the following points.

• The legislative framework for collection of
stamp duty is self assessment by purchasers
with provision for later compliance activity
to verify the reliability of the self
assessments; and

• self assessment tax collection schemes, such
as that being used for motor vehicle stamp
duty, are accepted as an efficient means of
tax collection, however their continued
effectiveness in ensuring the correct taxes
are paid is heavily dependent on
implementation of effective and
comprehensive compliance programs and of
education programs to inform tax payers of
their responsibilities.

The basis on which each audit opinion was
formed is set out following:

New Vehicle Registrations (Chapter 2)

The opinion that there are inadequate
procedures and controls to provide reasonable
assurance that stamp duty payable on
registrations of new motor vehicles is being
fully imposed in accordance with relevant
legislation is based on the following findings:

• there are no procedures or controls at the
points where stamp duty is paid to verify
that new vehicle values declared are correct
or even reasonable;
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AUDIT OPINIONS

New Vehicle Registrations

• There are inadequate procedures and controls to provide reasonable
assurance that stamp duty payable on registrations of new motor
vehicles is being fully imposed in accordance with relevant
legislation.

 Used Vehicle Purchases Other Than From Used Car Dealers

 Private Purchases of Used Vehicles other than Auction Sales

• There are inadequate procedures and controls to provide reasonable
assurance that stamp duty payable on private purchases of used
vehicles is being fully imposed in accordance with relevant
legislation.

 Private Purchases of Used Vehicles through Auction Sales

• Procedures and controls in place are adequate to provide reasonable
assurance that stamp duty payable on transfers of registration through
purchases of vehicles at auction is being imposed in accordance with
relevant legislation.

 Purchases of Vehicles from Used Car Dealers

• There are inadequate procedures and controls to provide reasonable
assurance that stamp duty payable on transfers of registration arising
from purchases of vehicles from used car dealers is being fully
imposed in accordance with relevant legislation.
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• an audit review of the declared values for a
small randomly selected sample of 30 new
vehicles found that in one of these
transactions the vehicle value had clearly
been intentionally and significantly
understated;

• very limited compliance activities are being
performed by the Chief Minister’s
Department on new vehicle stamp duty; and

• a number of government business
enterprises were incorrectly not including
the equivalent of sales tax in the values of
vehicles declared for the calculation of
stamp duty payable.

Audit Comments

The legislative requirements are that stamp duty
payable should be calculated on the higher of a
vehicle’s purchase price or market value as
declared by the purchaser.

There are no procedures in place to review,
even on a reasonableness basis, that the
purchase prices or market values declared by
purchasers when registering new vehicles are
correct or even reasonable.

It is acknowledged that the current legislative
framework is for a self assessment process at
the point of payment and therefore there is no
legislative requirement that any verification
procedures of this nature should exist in the
Motor Registry.  The fact that there are no
legislative powers to formally reject declared
values does not of course mean that procedures
could not be put in place to query declarations
which appear unreasonable.  However there are
no such procedures.
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A review of compliance activities on declared
values being undertaken by the Chief Minister’s
Department revealed these were negligible.

Audit testing of a very small randomly selected
sample of initial registration transactions
revealed one obviously intentional and
significant understatement of value.

The existence of the understatement within the
small sample tested, combined with the fact that
there are no procedures in place to substantiate
the accuracy of values declared when stamp
duty is paid and that compliance activity is
negligible is strongly persuasive evidence that
many understatements occur resulting in stamp
duty revenue being lost to the Territory.

Certain government business enterprises and
statutory authorities are exempt from sales tax
when they purchase vehicles.  However under
the legislation which governs the assessment of
stamp duty on such transactions, the equivalent
of sales tax must be included in the calculation
of the purchase price of these vehicles for the
purposes of assessing the amount of stamp duty
payable.  At the time of the audit a number of
government entities were not including sales
tax in the purchase price of their vehicles for
stamp duty purposes.  This means a lower
vehicle value is used than should be for
calculating the stamp duty payable, resulting in
a loss of revenue to the Territory.  The Audit
Office has been informed that Chief Minister’s
Department is currently investigating this issue.

Departmental Response

In response to the preceding opinions and
findings the Chief Minister’s Department
requested that the following be included in this
Report:
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“The legislation recognises that this is a self
assessed tax and only requires the purchaser to
state what is the market value (to the best of
his/her knowledge) and purchase price and the
reason if different.  The Registrar of Motor
Vehicles has no discretion under the legislation
in this situation and is required to accept the
purchaser’s statement as being correct.  This is
generally consistent with legislation in other
jurisdictions.  At the point where stamp duty is
paid therefore, procedures and controls are in
accordance with legislation.

The Department however recognises the issues
raised by the Auditor and supports the
implementation of changes to the legislation
that will require greater accountability by the
seller and purchaser at the time of registration.

The compliance program includes regular
reviews of monthly sales data provided by the
Registrar of Motor Vehicles and the
identification of undervalued vehicles.  In
1997-98, this resulted in 39 undervaluations
identified and $5,019 duty being assessed.  The
program also resulted in the detection of the
government business enterprises incorrectly
determining duty.  These transactions were
brought to the attention of the Auditor-General
by the Department.

In relying on a small sample, the Auditor found
the rate of understatement to be in the vicinity
of 3%.  Given that this is a self assessed tax,
this finding could be seen as a reflection of the
effectiveness of the Department’s education and
compliance program.”
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Audit Comments on Response

The audit opinion is that there are inadequate
procedures and controls to provide reasonable
assurance that stamp duty payable is being
imposed in accordance with relevant
legislation.  The opinion is not that the
procedures and controls are not in accordance
with legislation.

The audit agrees that existing procedures do not
contravene legislation.  The point however is
that the procedures and controls which exist are
inadequate for the purpose of gaining
reasonable assurance that stamp duty is being
imposed as the legislation intends.

The Department has commented on the
undervaluations it has detected and this is
acknowledged.  The Department’s procedures
however as described to the audit (see Chapter
2 Section 4) are applied only to higher value
vehicles and therefore cannot be relied upon to
provide any assurance on the validity of the
declared values for all other vehicles being
initially registered.

The Department has misinterpreted the finding
from the sample of new vehicles for which the
audit sought external evidence to support the
values declared.  As reported, evidence was
available that showed a clear understatement
for one vehicle out of the 30 in the sample.  For
some others in the sample however evidence
was not obtainable.  Therefore the Chief
Minister’s Department’s interpretation that
there were 29 correct valuations in the sample
is not valid.

There was one proven incorrect valuation in the
sample and several others which remained
questionable due to lack of available evidence.
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Private Purchases of Used Vehicles Other Than at Auction
Sales (Chapter 2)

The opinion that there are inadequate
procedures and controls to provide reasonable
assurance that stamp duty payable on private
purchases of used vehicles is being fully
imposed in accordance with relevant
legislation is based on the following findings:

• there are no procedures or controls at the
points where stamp duty is paid to verify
that the declared value of used vehicles sold
privately are correct or reasonable;

• very limited compliance activities are
performed by the Chief Minister’s
Department on used motor vehicle stamp
duty transactions; and

• audit testing of a small judgemental sample
of stamp duty payments arising from private
transfers of used vehicles revealed that for a
significant proportion of the transfers the
declared values appeared to be understated.

Audit Comment

The legislative requirements are that stamp duty
payable should be calculated on the higher of a
vehicle’s purchase price or market value as
declared by the purchasers.

The audit found that there are no procedures in
place to ensure, even on a reasonableness basis,
that purchase prices or market values declared
by purchasers at the point of payment of stamp
duty are reliable.  A review of compliance
activities being undertaken on declared values
revealed these were negligible.

From a small judgementally selected sample of
transactions tested by the audit, for a significant
proportion of the transactions it appeared that
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the market values and purchase prices for the
vehicles had been understated for stamp duty
purposes.  This means that the amount of stamp
duty payable was reduced, resulting in a loss of
revenue to the Territory.

As with new vehicles the combination of no
reasonableness checks at the point of payment,
negligible compliance activities, and the results
of the audit testing, provide strongly persuasive
evidence that many underpayments of stamp
duty are probably occurring.

Departmental Response

In response to the preceding opinion and
findings the Chief Minister’s Department has
requested that the following be included in the
Report;

“The legislation as described for new vehicles
also applies to used vehicles and does not
provide the Registrar of Motor Vehicles with
the discretion to question the valuation of a
vehicle by the purchaser at time of registration.

Also as with new vehicles, the compliance
program is centred on regular reviews of
monthly sales data provided by the Registrar of
Motor Vehicles to identify undervalued
vehicles.  In 1997-98, compliance activity
resulted in 15 undervaluations identified and
$46,650 duty being assessed.  It has been long
recognised however, that there is a significant
impediment in the valuation of used vehicles.
Whilst The Red Book provides an excellent
guide to valuations, it has limitations in the
range and age of vehicles covered and
individual vehicle condition.  Because of the
potentially high cost of obtaining evidence and
proving these cases for usually minimal
revenue, compliance activity is focussed on the
significant undervaluations and higher valued
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vehicles (where the incentive to avoid is
greater).

In supporting the Audit opinions, the Auditors
have relied heavily on the results of a sample of
stamp duty payments that is considered
unreliable for extrapolating for the following
reasons:

• the sample was extremely small (70)
compared with the large number of
transactions each year;

• the sample was judgemental and only
selected those transactions where the
valuations appeared incorrect;

• values used in The Red Book were
determined on an incorrect basis; and

• no allowance had been made where the
assessment and recovery of the understated
duty was not economically feasible because
of the small amount involved.  Generally
speaking, it would be financially
irresponsible to spend $500 on valuers and
internal resources to recover say $100,
unless extenuating circumstances existed.”

Audit Comments and Response

The Department’s response states that 15
undervaluations were identified and $46,650
duty assessed.  These were apparently detected
through its compliance activities which were
confined to high value vehicles.  It is a
reasonable assumption to make that if non
compliance is occurring in high value vehicles
it is occurring in less highly valued vehicles
also.

The Department argues that it is not economical
to exercise compliance activity on less highly
valued vehicles and therefore does not give
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these transactions any attention.  Consequently
the Department has no idea of the extent of non
compliance which could be occurring for the
less highly valued vehicles.  It is the audit’s
opinion that these transactions should be
examined on a sampling basis to provide a basis
for overall estimations of the occurrence of
compliance or non-compliance.  These
estimations would provide guidance for such
things as education programs needed, variations
in the level or direction of compliance
activities, and whether legislation needs
revision.  The comments in this paragraph
should not be taken in any way to imply that
activities in relation to the higher valued
vehicles should be reduced.

No comments are provided in relation to the
final paragraph of the Department’s response
other than that the audit opinion relies on the
combination of three findings.  In the audit
view the Department’s challenges to the audit’s
findings, including those produced from
comparisons of vehicle declared values with the
Red Book, have limited substance and therefore
do not alter the audit opinion.

Purchases of Used Vehicles through Auction Sales (Chapter
2)

The opinion that procedures and controls in
place are adequate to provide reasonable
assurance that stamp duty payable on transfer
of registration through purchases of vehicles
at auction is being imposed in accordance
with relevant legislation is based on the
following finding:

• the Chief Minister’s Department compliance
procedure of matching reports of sale prices
provided by auctioneers with the purchase
prices declared by the new owners is an
effective method of ensuring that stamp duty
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calculations are based on correct vehicle
values.

 Audit Comments

 The system adopted for verifying values of
vehicles purchased through auctions is an
effective method of ensuring that correct stamp
duty is collected.  The existence of an effective
verification system for auction purchases is
notable by its inconsistency with the current
inadequate procedures for purchases of vehicles
through other means.

 Purchases of Vehicles from Used Car Dealers (Chapter 3)

 The opinion that there are inadequate
procedures and controls to provide reasonable
assurance that stamp duty payable on
transfers of registration arising from
purchases of vehicles from used car dealers is
being fully imposed in accordance with
relevant legislation is based on the following
findings.

• There are no procedures or controls in place
at the point of receipt of payments to ensure
that the values of vehicles declared by used
car dealers in monthly returns to the Chief
Minister’s Department are correct or
reasonable; and

• very limited compliance activities are
performed by the Chief Minister’s
Department to verify the correctness of
vehicle values declared in returns by used
car dealers.

Audit Comments

As with most other registrations there are
negligible procedures in place to ensure that
correct or reasonable values are declared by
used car dealers and consequently that the
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dealers pay the correct stamp duty.  Therefore,
it has been concluded that a strong possibility
exists that incorrect payments of stamp duty are
regularly occurring.

Departmental Response

In response to the preceding opinion and
finding the Chief Minister’s Department has
requested that the following comments be
included in this Report:

“Being a self assessed tax, and consistent with
all other self assessed taxes in the ACT and
throughout Australia, data supplied by dealers
is accepted at face value — subject to
verification as a result of subsequent
compliance activities.  Verification of “correct
and reasonable values” at the point where
returns are lodged and payment made is
therefore not considered necessary, efficient or
cost effective.

Compliance activities in 1997-98 included the
inspection of four dealers (out of a total of
approximately 78 licensed dealers) resulting in
24 transactions being assessed for
approximately $9,000.  Combined with
education activities that included preparing
publications, meetings with and presentations
to Motor Trades Association members and
visiting all dealers, and the fact that eight
dealers were inspected in 1996-97, the
Department considers that the compliance
activities were adequate.

Audit Comments on Response

In relation to the first response paragraph, it is
pointed out that the finding is a statement of
fact.  There is no inference made or intended
that procedures which are unnecessary,
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inefficient or not cost effective, should be
introduced.

The response second paragraph supports the
audit view that the activities have been
negligible.  On the basis that 12 dealers were
inspected over the two years 1996-97 and 1997-
98 it will take some 13 years for all dealers to
be visited.

The detection of $9,000 underpayment of duty
by the four dealers inspected is a persuasive
indication that undetected underpayments by
other dealers are likely to be occurring.  Simple
extrapolation of the results from the four
dealers inspected to the total 78 dealers
indicates that some $175,000 annually may
have been underpaid.

****

1.5.1 OTHER SIGNIFICANT FINDING

Rate of Stamp Duty Being Charged (Chapter 4)

• The rate of stamp duty being charged is
legislatively correct as it is in accordance
with a current Determination gazetted by
the responsible Minister.

Audit Comment

In accordance with legislation the responsible
Minister has issued determinations which
covered the period of this audit and remain
current.  The rate of stamp duty being charged
during the period covered by the audit was
therefore legislatively correct.

****
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1.6 PLANNING COMPLIANCE ACTIVITIES

This audit has concluded that the amount of
compliance activities being undertaken on
motor vehicle stamp duty is not adequate to
provide reasonable assurance that stamp duty is
being collected in accordance with legislation.

Enquiries were made from the Chief Minister’s
Department as to how the level of compliance
activities to be undertaken were determined.
The following was included in a response
received from the Chief Minister’s Department.

“The compliance program is developed taking
into account available resources, the level of
revenue received from this tax compared with
other tax revenues, the risk factor and other
known issues arising in respect of this tax.”

Enquiries were also made as to whether
compliance activities were planned and carried
out with an intention for results to be produced
which could be extrapolated to estimate an
overall occurrence and/or value of motor
vehicle stamp duty underpayments.  The audit
was advised that this was not part of the
planning and conduct of compliance activities.

The audit is of the opinion a major purpose of
compliance activities should be to produce
results, using appropriate sampling techniques,
which can be used to formulate estimations on
the degree of overall compliance occurring with
the legislation.

Audit Comments

The key factor which drives the extent of the
overall compliance program is the first item
mentioned in the Chief Minister’s Department
response i.e. the available resources.  The
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program is implemented by allocating the
available resources for compliance activities to
those revenue sources for which the Chief
Minister’s Department has responsibility for the
compliance activity.

There are no processes carried out to ascertain
the correct resources needed to perform the
appropriate level of compliance activity, at least
on motor vehicle stamp duty, which was the
subject of this audit.

It is the audit opinion that resources available
should not be the prime factor in determining
what a compliance program should comprise.

It is considered that the following should be
addressed in developing a compliance program
for motor vehicle stamp duty:

• a logical and consistent basis should be
established for determining the proposed
mix of strategies to target the various
categories of vehicles/transactions involved;

• the strategies should include both
educational programs and compliance
activities;

• a method of rating risks should be devised;
the method would probably involve
assigning a rating derived from the potential
frequency of an event taking place which
could cause loss of revenue, and the
consequences in monetary terms if the event
were to occur;

• obviously events with high potential to
occur frequently and with high monetary
consequences would be allocated highest
ratings while unlikely events with low
monetary consequences would get lowest
ratings;
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• strategies (or mixes of strategies) should be
devised to address the higher rated risks; and

• compliance activities should include the use
of appropriate sampling techniques to enable
reasonable estimations of overall non-
compliance to be made.

Once the necessary strategies have been
identified and included in the compliance
program, the program would become the basis
for identifying the resources needed to
implement effective compliance activities.

Departmental Response

In response to the preceding audit comments
the Chief Minister’s Department has requested
that the following comments be included in this
Report:

“Compliance activities are planned on a broad
scale as described in the report.  Within
resource limitations, the major factor in
determining the compliance program is the
potential compliance revenue (linked with taxes
and aspects of taxes at highest risk).  Whilst the
benefits of a rating level for each type of risk
are debatable under the circumstances, the
program has addressed the strategies required
to target high-risk transactions.  With around
17 other tax types to investigate however,
compliance resources are a very important and
unavoidable factor.  With inspection activities
in this tax achieving less that 40% of the output
target, increasing resources to address this tax
could be to the detriment of higher
returning/risk taxes.”

Audit Comments on Response

The Department’s response makes it clear that
resources available are the main driver for
planning the compliance activities to be
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undertaken.  The audit however is of the
opinion that an essential component of planning
a compliance program should be identifying the
resources required to implement an effective
program and not working back from the
resources available to determine what can be
done.  If a management decision is taken not to
supply the necessary resources then at least it
will be known that the program which is being
implemented may not be fully effective.

****

1.7 CONCLUDING COMMENTS

This audit has shown that there has been
inadequate procedures and controls to ensure
the reasonableness of values declared for the
calculation of stamp duty on motor vehicles.
The audit also disclosed, through limited
sampling, that underdeclarations of values have
actually occurred resulting in lost revenue to
the Territory.  While there is obviously
insufficient information to accurately estimate
the extent of lost revenue the audit is of the
opinion that the total loss could be in the
vicinity of $400,000 to $500,000 annually.

Departmental Response on Estimate of Lost Revenue

In response to the comment that the loss of
revenue could be in the vicinity of $500,000 the
Chief Minister’s Department has requested that
the following comments be included in this
Report:

“The extent of the revenue loss as a result of
inadequate procedures and controls, estimated
in the report to be in the vicinity of $500,000
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annually, is strongly disputed for the following
reasons:

• $150,000 pa assumed loss on new car
registrations is based on one clearly
significant understatement out of only 30
transactions selected (there are 30,000 new
registrations each year);

• $50,000 pa assumed loss resulting from
government business entities not paying tax
was already being investigated by my
Department prior to the commencement of
the audit and thus had been addressed by
the existing procedures and controls; and

• $300,000 pa assumed loss from private
vehicle purchases, was based on a small
judgemental sample, using incorrect and
indicative figures and not accounting for
cost-effectiveness factors.”

Audit Comments and Response

The Department’s comments strongly dispute
the audit’s estimated loss by criticising some of
the audit’s assumptions.  The audit’s estimation
is not based solely on the matters referred to in
the Department’s response.

The Department provides no alternative
estimations.  As explained in this Report the
Department has no procedures in place to
estimate potential losses.  The audit stands by
$400,000 to $500,000 as a “ball park” estimate.
It is acknowledged that the estimate is
necessarily based on limited information.

1.8 SUGGESTIONS FOR FUTURE ACTION

As the audit progressed the issues set out in the
Report were discussed with relevant officials.
A range of procedures designed to improve the
situation have been developed.  These
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procedures are outlined in the following
paragraphs.  If the procedures are effectively
implemented the risks of lost revenue should be
reduced.

In recognition of the issues raised in this Report
the Chief Minister’s Department and the
Department of Urban Services have advised
that:

• procedures will be developed to highlight
for the use by the Chief Minister’s
Department registrations where the
declaration of value are questionable and
material;

• the existing public and dealer education
program will be developed to assist with
focussing compliance activity and enable a
more timely response;

• it is anticipated that the proposed uniform
Stamp Duty legislation will place greater
emphasis on disclosures by the purchasers
(rather than the dealers); accordingly
existing legislation will be reviewed in the
context of minimising opportunities for
purchasers to understate vehicle values at
time of registration; and

• the feasibility will be assessed of amending
the Motor Traffic Act 1936 to require
vendors to declare selling prices when
notifying transfers to the Motor Registry to
enable cross checking of the accuracy of
prices declared by purchasers.

In addition to the actions proposed by the Chief
Minister’s Department and the Department of
Urban Services it is suggested that a
compliance program should be developed
which identifies appropriate compliance
strategies to be implemented and the resources
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needed to obtain a reasonable level of assurance
that stamp duty on motor vehicles is being
collected in accordance with the relevant
legislation.  The strategies should provide for
procedures which will enable estimates to be
made of the level of overall non-compliance
which may be occurring.

Consideration should also be given to
amending application forms to obtain more
information than is currently obtained such as
the model, condition, optional extras etc to
enable a better estimate of market values to be
made.  This information would be similar to
that required to be supplied when vehicles are
being insured.

It is also suggested that for new and used
vehicles purchased from dealers, evidence of
the purchase price (e.g. copies of invoices)
should be required to be tendered with the
applications for registration.

****
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2. STATUTORY FRAMEWORK AND
PROCEDURES — PURCHASES OTHER
THAN FROM USED CAR DEALERS

2.1 INTRODUCTION

The statutory framework under which stamp
duty is assessed on motor vehicle registrations
and transfers derives from the:

• Sale of Motor Vehicles Act 1977;
• Stamp Duties and Taxes Act 1987; and
• Taxation (Administration) Act 1987.

This Chapter outlines the statutory framework
and procedures for collecting stamp duty on the
sale and transfer of ownership of motor
vehicles arising from sales other than by used
car dealers.  Different legislative provisions,
which are outlined in a later Chapter, apply to
used car dealer sales.

Covered in this Chapter are purchases of new
vehicles from dealers, used vehicles purchased
privately, and used vehicles purchased at
auction.  Although the same legislative
provisions apply to all these categories of
vehicles sales and purchases, there are some
differences in the procedures applied for each
category.  For this reason the procedures
applying to each category are set out separately
in this Chapter.

****
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2.2 SIGNIFICANT FINDINGS FROM THIS CHAPTER

General

• the legislative framework for collection of
stamp duty is self assessment by purchasers
with provision for later compliance activity
to verify the reliability of the self
assessments;

• self assessment tax collection schemes,
such as that being used for motor vehicle
stamp duty, are accepted as efficient means
of tax collection, however their continued
effectiveness in ensuring the correct taxes
are paid is heavily dependent on
implementation of effective and
comprehensive compliance programs;

New Vehicle Registrations

• there are no procedures or controls at the
points where stamp duty is paid to verify
that values of new vehicles declared are
correct or reasonable;

• very limited compliance activities are being
performed by the Chief Minister’s
Department on new vehicle stamp duty;

• an audit review of the declared values for a
small randomly selected sample of 30 new
vehicle registrations found that in one of
these transactions the vehicle value had
obviously been intentionally and
significantly understated; and

• a number of government business
enterprises were not including the
equivalent of sales tax in the values of
vehicles declared for the calculation of
stamp duty payable.
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Private Purchases of Used Vehicles Other Than Through
Auction Sales

• there are no procedures or controls at the
points where stamp duty is paid to verify
that the declared value of used vehicles
sold privately are correct or even
reasonable;

• very limited compliance activities are being
performed by the Chief Minister’s
Department on used motor vehicle stamp
duty transactions;

• audit testing of a sample of stamp duty
payments arising from private transfers of
used vehicles revealed that for a significant
proportion of the transfers the declared
values appeared to be significantly
understated;

Purchases of Used Vehicles through Auction Sales

• The Chief Minister’s Department
compliance procedure of matching reports
of sale prices provided by auctioneers with
the purchase prices declared by the new
owners is an effective method of ensuring
that stamp duty calculations are based on
correct vehicle values.

****

2.3 LEGISLATION APPLICABLE GENERALLY TO
PRIVATE PURCHASES

Self Assessment System

Under the relevant applicable legislation,
purchasers of new vehicles, or used vehicles
other than from used car dealers, are directly
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liable for the payment of stamp duty on the
registration of the vehicles.

The current legislative framework for
determining vehicle values used for calculating
stamp duty payable is a “self assessment”
system.  The legislation provides for self
assessments to be declared by the purchasers
when applying for registration of the vehicles in
their names and for the assessments to be
accepted by the Registrar of Motor Vehicles
without question.

The legislation has provisions which allow for
the self assessments to be subjected to later
check by the Commissioner for Revenue.  The
later checks are referred to in this Report as
“compliance activities”.

As the value of the vehicles are self assessed
the amount of stamp duty payable is also self
assessed.  There is provision for subsequent
compliance activity by the Commissioner for
Revenue to ensure the self assessments are
correct.  Where incorrect declarations are
detected the legislation allows for penalties to
be imposed by the Commissioner.

Legislation

To implement the self assessment components
of the legislative framework, Section 61 of the
Stamp Duty and Taxes Act 1987 requires
purchasers applying for registration to make a
statement of purchase price and declare an
estimate of market value.  The legislative
requirement is that purchasers must pay the tax
calculated on the higher of declared values or
market values. The Act provides no legislative
avenue for the Registrar of Motor Vehicles to
reject self assessment declarations.
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To allow for the compliance component of the
legislative framework Section 20 of the
Taxation (Administration) Act 1987 provides
for default assessments to be issued by the
Commissioner for Revenue if the
Commissioner is of the opinion that values
which have been declared to the Registrar of
Motor Vehicles are incorrect.  The
Commissioner may implement penalties for
incorrect declarations.

Audit Comments

The legislative provisions outlined illustrate
that the legislative framework provides for a
self assessment mechanism at the point of
registration.  The framework also envisages that
compliance activities will be applied to the self
assessments.

****

2.4 NEW VEHICLES PURCHASED FROM DEALERS

Point of Payment Procedures

In accord with the legislation, the Registrar of
Motor Vehicles requires purchasers to complete
and lodge “Application for Transfer of
Registration” forms, which include provision
for declarations of the purchase price and
market value of the vehicles.  Stamp duty
payable is calculated from the values declared
in the application forms.  The stamp duty
payments are payable to the Registrar of Motor
Vehicles and can be made at Motor Registries,
shop fronts or by mail.  Payments are usually
made by vehicle dealers.

The Motor Registry’s computer system,
(TRIPS) calculates the amount of stamp duty
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payable based on the values declared in
purchasers’ application forms.

New vehicle dealers frequently pay the stamp
duty as a service to their customers.  Although
this is a frequent practice, legislatively it is the
purchasers who remain legally liable.

Values declared on application forms are
always accepted without question.

There is no requirement for the production of
any evidence, e.g. invoices or receipts, to
support the values declared on the application
forms.

Compliance Activities

The Chief Minister’s Department has advised
that its compliance activities to ensure that
correct values are being declared to the
Registrar of Motor Vehicles for assessing stamp
duty can include:

• reports produced from the Motor Registry
computer system (TRIPS) setting out prices
and market values declared in applications
for new vehicle registrations are obtained
from the Registrar of Motor Vehicles;

• for high value vehicles the purchase price
and market values included in the computer
reports are spot checked against the values
disclosed in the Red Book.  The Red Book
and Glasses guide are accepted within the
car industry as general references for car
values. Glasses is a similar publication to
the Red Book.  The Red Book and Glasses
are also used by insurance companies for
validating market values declared in vehicle
insurance proposals;

• registration applications are requested from
the Motor Registry for any vehicles found to
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be significantly below Red Book  new car
values;

• selected test checks of declared purchase
price and market values of new vehicle
registrations are carried out to ensure duty
has been paid at the correct level; these tests
can extend to examination of dealers’
records;

• invoices and supporting records for the
suspect vehicles are inspected at the dealers
to determine if the value declared is correct;

• new car dealers’ invoices and supporting
records are inspected to ensure that the
values of accessories are being included in
declared prices; and

• implementation of a general education
program aimed at both dealers and
prospective purchasers.

Audit Testing

The audit review of the extent of compliance
activities disclosed that the activities were
applied only to high value vehicles, i.e. there is
no compliance testing of the vast majority of
values declared for new vehicles.

The Chief Minister’s Department has advised
that the review of high value vehicles resulted
in 39 undervaluations being identified in 1997-
98 with $5019 duty being assessed.

From new vehicle registration details included
in a computer report prepared from the Motor
Registry’s computer system (TRIPS) provided
to the audit by the Registrar of Motor Vehicles
for the month of December 1997 a random
sample of 30 transactions was chosen.
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In order to assess whether the declared values
appeared reasonable the declared values
contained in the application forms were
compared with the Red Book.

The comparison revealed several declared
values well below the values contained in the
Red Book.

Further verification proceedings disclosed that
at least one of these declarations was an
obvious intentional and significant
understatement.  The extent of understatement
of the market value was around $5,500
resulting in an underpayment of stamp duty of
$165.

Due to lack of information it was not possible
to ascertain whether the other questionable
declared values were legitimate or not.

Audit Comments

A review of procedures operating at the points
of payment i.e. Motor Registries or shop fronts
disclosed that no procedures are in place to
verify that the value of vehicles declared for
calculating stamp duty on initial registrations
are correct or reasonable.  It is acknowledged
that the current legislative framework is for a
self assessment process at the point of payment
and therefore there is no legislative requirement
that any verification procedures of this nature
should exist in the Motor Registry.  The fact
that there are no legislative powers to reject
declared values does not of course mean that
procedures could not be put in place to query
declarations which appear unreasonable.
However there are no such procedures.

Audit testing of a very small randomly selected
sample of registration transactions revealed one
clear and significant understatement of value.
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The existence of this understatement within the
small sample tested, combined with the fact that
no procedures exist to check the accuracy of
declared values at the point of registration and
that negligible compliance activity is being
undertaken by the Chief Minister’s Department,
is persuasive evidence that many
understatements could be occurring resulting in
significant stamp duty revenue being lost to the
Territory.

****

2.5 USED VEHICLES — PURCHASED PRIVATELY OTHER
THAN AT AUCTION

Point of Payment Procedures

Purchasers of used vehicles, privately or at
auctions, are required to advise the Registrar of
Motor Vehicles of purchases within 14 days of
the purchase and pay the applicable stamp duty
within this period.  The purchasers are directly
liable for the payment of stamp duty.

Purchasers are required to complete
applications for registration which include
declarations of market values and purchase
prices.  Stamp duty payable is calculated from
the application forms and is payable to the
Registrar of Motor Vehicles at Motor
Registries, shopfronts or by mail.  As with new
vehicles the values declared on change of
registration application forms are accepted
automatically and without question.  There are
no procedures operating to identify if the values
declared are correct or even reasonable.

As with new vehicles, owners or their agents
are not required to provide any evidence, e.g.
invoices or receipts, to support the values
declared on application forms.
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Compliance Activities

The Chief Minister’s Department has advised
that its compliance activities to ensure that
correct values are being declared for assessment
of stamp duty payable for used vehicles
purchased privately can include:

• the purchase price and market value details
supplied in reports produced from the Motor
Registry’s computer system (TRIPS) are
spot checked against Red Book values;

• high value vehicles, such as trucks, late
model cars and luxury cars for which the
purchase price/market value appears to have
been under-declared in comparison to Red
Book values are investigated;

• details of any financial institutions which
hold encumbrances on the vehicles are
obtained; details of leases or loan
applications relevant to the vehicles are
obtained and used to verify the declared
values;

• the seller of the vehicle may also be
contacted by Chief Minister’s Department
officers; and

• implementing a general education program
aimed at both the dealers and the
prospective purchasers.

The Chief Minister’s Department has advised
“initial compliance activity involves a cursory
review to identify material under -valuations.
The main objective of the desk audit is to
identify targets where the level of tax and
corresponding temptation to avoid are high.”

Audit Testing
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The audit review of the extent of the
compliance activities disclosed that actual
activities were negligible.  No activities were
undertaken on other than high value vehicles.
The Chief Minister’s Department advised that
in 1997-98 compliance activity resulted in 15
undervaluations identified and $46,650 duty
being assessed.

The audit reviewed a list of used motor vehicle
registration transactions for the month of
December 1997 provided by the Registrar of
Motor Vehicles and produced from the Motor
Registry’s computer system (TRIPS).  A
judgmental sample of transactions was chosen
on the basis that the declared values of these
vehicles appeared low.

The audit compared the declared values of the
sample to Red Book values to determine if the
declared values were reasonable.

The audit found for several of the registrations
that the declared values were well below values
in the Red Book.

For one transaction included in the sample
tested by the audit, information provided by the
owner showed a purchase price and market
value for the vehicle of $13,000. However for
an unknown reason these values were entered
into the motor registry computer system,
TRIPS, system as $1,300. The system then
calculated stamp duty owing as $39, rather than
the correct amount of $390.  This error
indicates there are no controls to ensure that
entries of this type of data to TRIPS are correct.

Audit Comments

It is clear from the lack of procedures at the
point of payment for verifying the
reasonableness of declared values of vehicles
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changing owners through private sales and the
negligible amount of compliance activities
being conducted by the Chief Minister’s
Department, combined with the results of the
audit testing, that many undercharges of stamp
duty on private sales are probably occurring.

****

2.6 PURCHASES OF USED VEHICLES THROUGH AUCTION
SALES

Point of Payment Procedures

As with other private purchases, for vehicles
purchased at auction, payments are required
within 14 days of purchase to be made by the
purchasers at a Motor Registry office, shop
front or by mail. The motor registry computer
system, (TRIPS) calculates the amount of stamp
duty payable based on the values declared by
the purchasers in application for registration
forms.

For vehicles purchased at auctions, the Chief
Minister’s Department checks the stamp duty
paid upon registration by comparing a report
from the auctioneers listing the sale price of
each vehicle with the price declared to the
Motor Registry by purchasers.  Any variances
are followed up.

Audit Comments

The system adopted for verifying values of
vehicles purchased at auctions is an effective
method of ensuring that correct stamp duty is
collected on transfers of registration. With the
process in place there would have to be
collusion between auctioneers and purchasers
for false declarations by purchasers not to be
detected.



STAMP DUTY ON MOTOR VEHICLE REGISTRATIONS

36

The existence of a sound verification system for
auction purchases is notable by its
inconsistency with the lack of effective
compliance procedures for purchases of
vehicles through other means.

****

2.7 GOVERNMENT BUSINESS ENTERPRISES
UNDERDECLARATION OF VALUES

Background

Sales tax on new vehicle purchases is a
component of the market value, or the purchase
price, of new vehicles for the purposes of
calculating stamp duty payable on new vehicle
registrations.

This means that purchasers who do not pay
sales tax as a result of being exempt from the
tax need to add back sales tax equivalents to the
purchase prices paid when declaring the value
of vehicles for the calculation of stamp duty.

The legal precedent for the inclusion of sales
tax is based on the case, Brisbane Water
County Council v. Commissioner for Stamp
duties (NSW) in the Supreme Court of NSW
(1979).

Audit Comment

During the course of the audit it was brought to
the attention of the audit that a number of
government business enterprises and statutory
authorities, who are exempt from sales tax are
not including the equivalent of the sales tax in
the declared values of vehicles purchased.  The
non inclusion of sales tax results in a loss of
stamp duty revenue to the Territory.  The Chief
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Minister’s Department is conducting an
investigation into this issue.

****

2.8 CONCLUDING COMMENTS

Discussions with relevant staff and a review of
procedures currently operating and the contents
of the relevant procedure manual, disclosed that
no procedures exist at the point of payment of
stamp duty to ensure the correctness or
reasonableness of vehicle values stated for
stamp duty calculation purposes for new
vehicles, vehicles purchased from used car
dealers or used vehicles purchased privately.

Self assessment as represented in the legislative
framework is accepted as an effective and
efficient means of tax collection and is used in
all Australian jurisdictions for a variety of
taxes.

The efficiency of self assessment tax collection
schemes is recognised by the Audit Office.
However it is also recognised that the continued
effectiveness of these schemes is heavily
dependent on implementation of a
comprehensive and effective compliance
program to deter self assessments being
declared which favour the taxpayer and
consequently reduce the tax collected.

Similar comments to those made in the Section
in this Chapter on new car initial registrations
are applicable here.

As there are no procedures at the point of
payment for assessing the reliability of declared
values of vehicles it is clearly essential that an
effective compliance program operates.  An
effective program however is not in place.  The
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audit reviewed the operation of the Chief
Minister’s Department compliance program and
concluded that due to the negligible amount of
activity the program could not realistically be
considered effective.  As the results of the audit
testing show, in a number of cases owners have
underdeclared the values their vehicles.  The
current negligible compliance program is not
likely to deter owners from doing this.

Procedures need to be developed to ensure that
values supplied are at least reasonable.

In Victoria, VicRoads (the Victorian equivalent
to the ACT Road Users Services) compare
vehicle values supplied by owners to values in
the Red Book for reasonableness.  Any large
variances are followed up.

****
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3. STATUTORY FRAMEWORK AND
PROCEDURES — PURCHASES FROM
USED CAR DEALERS

3.1 INTRODUCTION

The statutory framework created through the
three relevant Acts of the Legislative Assembly
(see Chapter 2) provides for procedures for
collecting stamp duty on sales by used car
dealers to be different from the procedures
applicable to other sales.  This Chapter outlines
the procedures for sales by used car dealers.

****

3.2 SIGNIFICANT FINDINGS FROM THIS CHAPTER

Vehicles Purchased from Used Car Dealers

• the legislative framework for collection of
stamp duty on sales of vehicles by used car
dealers is for self assessment by the dealers
with provision for later compliance activity
to verify the reliability of the dealers’ self
assessments;

• there are no procedures or controls in
place at the point of receipt of payments to
ensure that the values of vehicles declared
by used car dealers in monthly returns to
the Chief Minister’s Department are
correct or reasonable; and

• very limited compliance activities are
performed by the Chief Minister’s
Department to verify the correctness of
vehicle values declared in returns by used
car dealers.
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3.3 PURCHASES FROM USED CAR DEALERS

Applicable Legislation

The Stamp Duty and Taxes Act 1987 contained
specific provisions for vehicles sold by used car
dealers.  The Act stated that stamp duty on a
vehicle sold by a licensed dealer is calculable at
the sale price of the vehicle.  Under the Act,
returns and payments were made by the dealers
to the Commissioner for Revenue who is an
official of the Commissioner for Revenue.  (For
all other vehicle purchases the payments are
required to be made by the purchasers to the
Registrar of Motor Vehicles.)

Used car dealers were required to lodge
monthly returns with the Chief Minister’s
Department with a payment covering the stamp
duty for the vehicles listed in the returns.
Returns were due within 14 days of the close of
each month. Dealers were required to pay the
duty by the due date for lodgment of returns
(section 56D of the Stamp Duty and Taxes Act
1987).

The sale prices declared by the dealers were
self assessments by the dealers.  The
Commissioner for Revenue initially accepted
the sale prices without question for the purpose
of calculating duty payable.

As with private sales there was provision for
subsequent compliance activity by the
Commissioner to verify the declared sale prices.
If the Commissioner considers that any
declared prices are incorrect an amended
assessment under Section 22 of the Taxation
(Administration) Act 1987 can be issued.
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Point of Payment Procedures

Used vehicle purchasers must provide
applications for registration to the Motor
Registry.  The application forms signed by the
dealers were lodged by the dealers with the
Motor Registry.  The applications contain
declared values however as stamp duty on
purchases of vehicles from used car dealers was
payable by the dealer to the Commissioner for
Revenue no stamp duty was calculated or
collected at the point of registration.  No
procedures were applied by the Motor Registry
to verify the correctness or reasonableness of
the values declared.

The monthly returns submitted to the
Commissioner by car dealers were accompanied
by the amount of stamp duty payable.  The
returns were not accompanied by any
supporting documents and, there were no
checks applied to the declared prices in the
returns.

Compliance Activities

The Chief Minister’s Department has advised
that its compliance activities to verify that
dealers fully disclosed sales and declared
correct prices included:

• in respect of selected used car dealers, test
checking the dealers’ returns against vehicle
sales declared by purchasers, as advised by
the Registrar of Motor Vehicles, to ensure
all sales are accounted for;

• at used car dealers’ premises, invoices and
the dealers’ stock records are compared with
the dealers’ monthly returns to ensure all
sales are listed in the returns;
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• stock takes are made of vehicles on the lots
and the results are reconciled with the
dealers’ and Motor Registry records to
ensure that all sales have been recorded in
dealers’ returns;

• vehicle invoices are checked against dealers’
cash receipts records, which are compared
with bank statements to detect under-
declarations; and

• implementing a general education program
for the dealers.

The audit reviewed the actual extent of the
compliance activities performed by the Chief
Minister’s Department.  The review disclosed
that four car dealers out of the 78 dealers in the
ACT were audited in 1997-98.  These audits
identified an additional $9,183 of stamp duty to
be paid by the dealers.

On the basis that 1997-98 was a typical year,
and with only four dealers out of 78 being
visited, the audit has concluded that compliance
activities were negligible.

Audit Comments

The tax collection legislative framework for
vehicles sold by used car dealers was similar to
that for private sales in that it was designed as
self assessment with subsequent compliance
activity to deter the submission of incorrect
assessments.  Used car dealer sales differed
from private sales in that for used car dealer
sales the assessment was by the dealer while for
private sales the assessments are by purchasers.

An effective compliance program was essential
if the self assessment system was to effectively
ensure that the correct amounts of duty were
received from used car dealers.
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Discussions with relevant staff and a review of
procedures revealed that visits to dealers were
the only procedures operated to identify if the
sale prices of vehicles declared in monthly
returns were correct or reasonable.  However as
only 4 out of 78 dealers were visited in 1997-98
the extent of these procedures can be
considered as negligible.

****
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4. SETTING RATES OF STAMP DUTY
PAYABLE

4.1 INTRODUCTION

The Taxation (Administration) Act 1987 dealt
with the administration of Stamp Duties
relating to the rate of imposition and collection
of Stamp Duties on motor vehicles. Section
99(1) empowers the Minister to determine by
notice in the Gazette the rate of stamp duty.

****

4.2 SIGNIFICANT FINDINGS FROM THIS CHAPTER

• The rate of stamp duty being charged is
legislatively correct as it is in accordance
with a current Determination gazetted by
the responsible Minister.

****

4.3 BACKGROUND

Under Determination No. 100 of 1996, the
determined rate of tax payable is $3.00 for each
$100 or part of $100 of the market value or the
purchase price of the vehicle, whichever is the
higher amount; e.g. a vehicle with a purchase
price and a market value of $18,215 attracts
stamp duty on $18,300, and on this amount
stamp duty payable is  $549.

Determination No. 142 of 1998 replaced
Determination No. 100 from 1 July 1998.  The
new determination provides:

For the purposes of Section 56A and 57 of the
Act, the determined amount of tax payable is:
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(a) in relation to a passenger vehicle that
has a taxable value of not less than
$45,000:  $1,350 plus $5.00 for each
$100, or part of $100 of the taxable
value in excess of $45,000; and

(b) in relation to all other vehicles:
$3.00 for each $100 or part of $100 of
the taxable value.

Audit Comments

In accordance with legislation the responsible
Minister has issued determinations which
covered the period of this audit and remain
current.  The rate of stamp duty being charged
during the period covered by the audit was
therefore legislatively correct.

****
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