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Audit Report: 

Personal Income Taxes:  Department of Taxes Collected About Half of 2013 and 2014 

Delinquent PIT, but was Unable to Assess the Effectiveness of Its Collection Methods 

 

http://auditor.vermont.gov/sites/auditor/files/Personal%20Income%20Taxes%20Audit%20Repor

t.pdf 
 

Audit Scope and Objective 

Delinquent personal income tax cases initiated in 2013 and 2014 and payments on these cases 

from January 2013 to July 2015.  Our audit objective was to assess the effectiveness of the 

Vermont Department of Tax’s (VDT) efforts to collect identified delinquent personal income 

taxes. 

 

What SAO Found 

 Payments on delinquent PIT debt are occurring, but VDT has not established key metrics to 

track and analyze the department’s collection performance.   

 

 VDT has limited reports with statistics about caseloads, collection methods, and payments, 

and as a result, the department does not know whether its collections approach is effective.   

 

 SAO analysis of VDT data was limited because it could not be used to assess whether 

payments on delinquent PIT debt were the result of the actions of VDT compliance officers 

or outside collection agencies (OCAs) or to assess the extent to which VDT used various 

collection methods and which were most effective.  This is because 1) some VDT data were 

not reliable, 2) VDT was unable to provide SAO with data in a form that would allow for 

assessing which of the department’s collection methods are most effective, or 3) data were 

not tracked in VDT’s systems.   

 

Analyzing VDT delinquent PIT collections data, we found the following: 

 

1. As of July 24, 2015 VDT had collected about $12.9 million, or 57 percent of the original 

balance due for 25,478 cases that were identified in the period January 1, 2013 through 

December 31, 2014.  Approximately $7.2 million was owed for 4,531 cases that remained 

open as of July 24, 2015.  
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About $4.3 of the total $12.9 million collected was on 19,467 cases that closed during the time 

VDT describes as the self-cure period.1     

 

2. Based on VDT’s data, it appears that the self-cure period is longer than needed for many 

cases.  If the self-cure periods were shorter, active collection could commence sooner for 

those debts not paid prior to end of self-cure.   

 Specifically, low dollar cases (less than $500) that are referred to an OCA after a 

self-cure period of 270 days and a 15-day notice period (285 days total), on 

average close within 126 days.   

 According to the Generally Accepted Industry Collectability Curve,2 at 285 days 

the probability of collection is about 35 percent, but at 120 days the probability of 

collection is higher at around 60 percent. As a result, shortening the self-cure 

period to 120 days could increase the probability of collecting amounts due. 

 

                                                           
1  The self-cure period, which ranges from 10 to 270 days, depending on dollar value of the debt and collection risk, 

commences with the date of the first letter that includes notice of the delinquency to the taxpayer, and is generally 

before active collection is pursued by a VDT compliance officer or an OCA. Collection risk is low, medium or 

high. 
2  Source:  Commercial Collection Agency Association 
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3. According to VDT’s collection approach, of the 4,246 cases3 that remained open at July 24, 2015, 

3,853 of these should be sent to an OCA once the self-cure period ends, rather than worked in-house 

by VDT compliance officers.  Based on the average age for cases in various treatments, many have 

exceeded the self-cure period and should be at an OCA.  However, only 1,3614 cases have been 

referred an OCA.   

 

Although the collection case management system is configured with work flow rules designed to 

move certain cases to OCA once the self-cure period ends, VDT indicated there are processing issues 

that result in some cases getting “stuck” in the ETM system and not advancing to the next phase 

according to the rules established in the system.  It’s likely that many of the low dollar or 

low/medium dollar cases that should be sent to OCA are not being pursued by VDT compliance 

officers since each officer is assigned, on average, 1,500 cases. 5  The total amount due for low dollar 

and low/medium dollar cases is $2.4 million. 

 

Other possible causes may be that VDT’s collection strategy is not sufficiently documented. VDT 

compliance officers receive on-the-job training, but without a documented collection strategy, 

including whether cases should be referred directly to OCAs and when it is acceptable for 

compliance officers to manually assign cases to themselves, VDT adds to the risk that cases won’t 

proceed in a timely manner and according to the department’s collections approach.  According to a 

benchmarking study of government tax administrations,6 the most effective tax administrations 

provide clear, centralized guidance to compliance officers, including step-by-step checklists and 

well-defined guidelines, which results in a more uniform and systematic approach to settling debts. 

 

4. VDT has various collection methods it may use to facilitate and enforce payment of delinquent PIT 

debt.   

 

The department may use offsets of state and federal tax refunds, unclaimed property, and vendor 

payments7 against delinquent PIT debts.  Other allowed collection methods include installment 

payment plans, liens against real property,8 wage garnishment, and bank levy among other tools.   

 

VDT has not established performance measures to assess the results of its collection operations and 

does not have reports that provide information needed to review the use of various collection 

methods and their effectiveness.   

 

The department has some reports used to review compliance officers’ caseloads and periodically 

compares these reports to determine whether compliance officers have resolved cases. VDT has 

                                                           
3  Total open cases as of July 24, 2015 equals 4,531.  However, 285 have zero balance due and are not included. 
4  Six have no balance due.  
5    This figure is based on cases for the tax types managed using ETM.  Cases for tax types that are not in ETM, 

corporate and business income, are not included in this figure. 
6   McKinsey & Company, “The Road to Improved Compliance, A McKinsey benchmarking study of tax 

administrations 2008-2009.” 
7   The vendor payment offset program allows the department to conduct data matches with the Department of 

Finance & Management to identify payments the State owes to vendors who owe tax debts.  The payments owed 

to vendors by the State are instead paid to VDT to offset tax debts. 
8  Liens are placed on the real estate of delinquent taxpayers to protect the State’s security interest (e.g., collateral) 

in the tax debt and to establish priority against other creditors. 
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reports for the number of liens filed and released, number of phone calls by compliance officers, and 

number of referrals to VDT attorneys for legal action.   

 

However, these metrics do not provide sufficient information to assess the effectiveness of VDT’s 

collection approach. 

 

Approximately $2.4 million of delinquent PIT debt was collected using various offsets 

subsequent to the taxpayer being notified of the delinquency.   

 

It’s not possible to determine whether the additional $10.5 million of payments were the 

result of the actions of VDT compliance officers, outside collection agencies or taxpayer 

corrective action in response to a letter or notice. Nor is it possible to determine the extent to 

which the department utilized its various collection methods or which collection methods 

were most effective.  These limitations are due in part to the configuration of ETM, including 

lack of fields for collecting some data.  It is also because Advantage Revenue (AR) is not 

configured to capture details that would support these kinds of analyses. For example, 

payments made by taxpayers directly to VDT for cases that are managed by an OCA are not 

categorized within AR as OCA payments.   

 

VDT has implemented a new system, VTax, for many of its tax types, and PIT is scheduled to be 

transitioned to this system in December 2016.  This new system has better reporting capabilities 

than ETM and appears to be configured to collect information that will support analysis of 

collection methods and the payments associated with each method. For example, a VTax report is 

available that shows collections by tax compliance officer with the type of payment and by 

collection stage (e.g., 1st collection notice, payment plan, etc.). 

 

Recommendations 

 

 Decrease the self-cure period for low dollar cases of all risk levels and low/medium dollar 

cases of low and medium risk to 120 and 140 days, respectively. 

 

 Until PIT is transitioned to VTax, utilize case data in ETM to periodically identify cases 

in status codes OCA-no lien, OCA notification, and invalid address with ages that exceed 

the self-cure period parameters and determine whether these accounts should be referred 

to OCAs. 

 

 Once PIT is transitioned to VTax, utilize the VTax query that shows cases by collector, 

status code and aging buckets to identify cases that have not followed VDT’s collection 

approach and develop a process to follow-up and address those cases that are not in 

compliance. 

 

 Ensure the case workflow configuration for VTax is documented and contains adequate 

information, including definitions for all case statuses, the number of days a case remains 

in a particular status, and/or whether the case requires a manual adjustment to another 

status. 
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 Document the VDT collection strategy, including whether cases should be referred 

directly to an OCA, when it is appropriate for tax compliance officers to manually assign 

cases, and the preferred hierarchy of the use of VDT’s collection methods. 

 

 Ensure that VTax is configured to track all collection methods utilized by VDT, including 

wage garnishment, bank levy, and suspension or revocation of professional licenses. 

 

 Collaborate with the Vermont Lottery to revisit the possibility of implementing a process 

to facilitate offsets of delinquent PIT debt with lottery winnings. 

 

 Develop and track performance metrics for collection operations and tax compliance 

officers. 
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