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Tax Gap

What is the tax gap?

The difference between what should have been reported and paid in 
taxes and what was reported and paid in taxes.

Elements of the tax gap include:
• Non-filers
• Underreporting income
• Underpayment of reported taxes
• Erroneous credit claims



Breakdown of VDT Collections (FY23)

Compliance Revenue:

• Billed accounts

• Audits

• Offsets

Voluntary Collections, 

$2,629,817,035 , 97%

Compliance Collections, 

$76,607,389 , 3%



VDT Compliance Revenue Trends Over Time



Federal Tax Gap

• Publication 5869 (10-2023) 

(irs.gov)

• Gross tax gap $688 billion 

(compliance rate 84.9%)

• Net tax gap $625 billion 

(compliance rate 86.3%)

• Scaled to Vermont – Maybe 

$400 million

https://www.irs.gov/pub/irs-pdf/p5869.pdf


Federal Tax Gap



Department Goals



Compliance Philosophy

What’s the point 

of doing compliance?

What’s the most effective way

to do compliance?



Compliance Philosophy – Service Oriented!

• BIG data

• Expand our expertise and reach

• Improve education efforts



Education Efforts

• Compliance Corner | Department of Taxes (vermont.gov)

• Fact Sheets and Guides | Department of Taxes 
(vermont.gov)

• Industry Guidance | Department of Taxes (vermont.gov)

• New business outreach program

https://tax.vermont.gov/tax-law-and-guidance/compliance-corner
https://tax.vermont.gov/forms-and-publications/publications
https://tax.vermont.gov/business/industry


What’s next for us?


