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SATCHAT - GST PAYG FAX NEWSLETTER #2PRIVATE 

Disclaimer
The information produced in this newsletter is specifically for Satisfaction Software clients and is based on information either available from ATO information published or private rulings to Satisfaction Software.  Satisfaction Software will not be held responsible for any actions or decisions made on this information should it change from time of publication.  If you are going to make decisions that effect your business based on this information it is mandatory that you get a second opinion to verify the accuracy of this information before you act on any decisions.

2.1
Calculation Sheet
In the preparation for your quarterly (3 monthly) or monthly Business Activity Statement (BAS) the following calculation worksheet is required to be produced for calculating the GST that you need to remit to or alternatively receive a credit from the ATO.

The following calculation sheet layout is taken from the ATO website.

InfoWare will produce a report that lists these figures.  InfoWare will not be printing a pre-printed ATO calculation sheet.  With larger remitters, the calculation sheet and Business Activity Statement will be remitted electronically to the ATO.  While InfoWare will produce the figures, you will key this information into software provided by the ATO.  As an additional feature in the future, if this software allows for an import, then Satisfaction Software will look at exporting the data from InfoWare directly into the Calculation Sheet.

The income tax instalment and fringe benefits tax figures will be produced manually by you.  InfoWare will calculate the Goods and Services Tax and the Withholding Tax (amount withheld) for the following calculation sheet.

In the implementation of the GST changes, the following codes that the ATO have provided will be used by InfoWare for each General Ledger Chart of Account to determine its GST type e.g. export supplies (sales) will be a G02 code.  For items that are not applicable to the GST such as wages, cost of goods sold, etc. these will be a type N/A.

In the figure below, the G1 figure includes GST.  Within the InfoWare family of Chart of Accounts, there will be a G00 code which is the supplies including tax.  GST Applicable Sales will be flagged with a G00 code to calculate the G1 figure.

Note that the amount of GST paid does not necessarily equate to the amount of GST collected by you.  If your business only sold GST applicable items then using the formula below you could have total sales of, for example, $1.1 million and following the formula below then the GST payable (figure G9) will be $100,000 (forgetting about input credits).  Note that while this figure will be close to $100,000 it may and most probably will not be the same figure due to rounding errors because you calculate GST on each individual invoice.  The difference shall remain in the GST supply clearing account.

The Calculation Sheet is as follows:


DRAFT - Calculation Sheet - Show whole dollars only
Goods and services tax for the period 01/07/2000 to 30/09/2000
Supplies you have made



Acquisitions you have made
GST accounting method  Non-cash


Amounts at G1, G10 & G11 are GST-inclusive


Total Sales, Income & Other Supplies
G1 $

Capital Acquisitions
G10 $



Exports
G2 $

Other Acquisitions (See Exclusions)
G11 $



Other GST-free Supplies
G3 $



-------------



Input Taxed Sales, Income & Other Supplies
G4 $

Total Acquisitions G10+G11=
G12 $





-------------
Acquisitions for Input Taxed Supplies
G13 $



GST-free & Input Taxed Supplies G2+G3+G4=
G5 $

Acquisitions with No GST
G14 $





-------------
Estim. Private Use of Acquisitions
G15 $



Taxable Supplies G1-G5=
G6 $



-------------



Adjustments
G7 $

Non-creditable Acquisitions G13+G14+G15=
G16 $





-------------


-------------



G6+G7=
G8 $

Creditable Acquisitions G12-G16=
G17 $






Adjustments
G18 $



GST Payable G8/11=
G9 $



-------------





========
G17+G18=
G19 $



The amount at G9 is your GST payable,


transfer this amount to 1A on the front



GST Credit G19/11=
G20 $









========






The amount at G20 is your GST credit,






transfer this amount to 1B on the front
Amounts withheld from all payments for the period 01/07/2000 to 30/09/2000



Total of salary, wages & other payments
W1 $
Amounts withheld from investment distributions
W3 $





where no TFN is quoted




Amounts withheld from salary, wages and
W2 $
Amounts withheld from payment of invoices
W4 $



other payments

where no ABN is quoted

Add W2 + W3 + W4 and write the amount at 4 on the front

Income tax instalment for the period 01/07/2000 to 30/09/2000

Instalment
T1 $
Commission chosen
T2 $
Varied
T3 $
Reason for
T4 $

income

instalment rate

instalment rate

variation

Once you have worked out your income tax instalment, using the instructions, write this amount at 5A on the front

Fringe benefits tax annual liability < $3000 - Instalment not required


Fringe benefits tax instalment
F1 $
Varied fringe benefits tax instalment amount
F3 $



Estimated total fringe benefits tax payable
F2 $
Reason for variation
F4 $

Transfer your elected fringe benefits tax instalment to 6A on the front

2.2
BAS Statement
With the Business Activity Statement (BAS) the Goods and Services Tax payable is transferred from the GST Calculation Sheet to figure 1A, the input credit for acquisitions (purchases) in figure G20 and is transferred to 1B on the following BAS.

For Liquor wholesalers, WET Tax figure produced by the Inventory module shall be transferred to figure 1C.

The InfoWare family of products will also provide the withheld amounts from the Creditors module (providing you are getting the Creditors module updated to include withholding tax).  For those clients who do not, they will have to calculate withholding tax figures manually and enter them into figure 4 in the following statement.

Other figures shall be provided by your accountants (income tax instalment, fringe benefits tax instalments, deferred company/fund instalment).

You will then transcribe these figures from Calculation Worksheet either to:

.
a form provided by the ATO

.
key these into software provided by the ATO for electronic remittance of the BAS figures.

DEBITS
Show whole dollars only
CREDITS
Goods and services





Credit for goods and

tax payable

1A $



services tax paid

1B $

Wine equalisation





Wine equalisation

tax payable

1C $



tax refundable

1D $

Luxury car tax





Luxury car tax

payable


1E $



refundable

1F $

       






Credit for wholesale

       






sales tax


1G $




       ------------------





        ------------------    

Add 1A + 1C + 1E

2A $

 

Add 1B + 1D + 1F + 1G
2B $                  


2A minus 2B




If the result is positive, this is your net amount of GST.

GST net amount

3 $


If the result is negative, this is your net amount of GST credit. 

Total amounts withheld

from all payments

4  $








Credit adjustment for

Income tax instalment
5A $



previous income tax








instalments

5B $

Fringe benefits tax




instalment

6A $



Variation credit from prior








fringe benefits tax

Deferred company/fund




instalments

6B $

instalment

7  $




      ------------------





         ------------------  

Add 2A + 4+ 5A + 6A + 7
8A $



Add 2B + 5B + 6B

8B $


8A minus 8B




If the result is positive, the amount is payable to the ATO.

Net amount of




If the result is negative, the amount will be refunded to

your obligations
9 $



you or offset against any other obligation you have.
2.3
Tax Invoice
You must have a "Tax Invoice" for your customers to claim an input tax credit.

In most cases tax invoices are issued by suppliers to their customers.  In some special cases they may be issued by recipients of supplies.  If you make taxable supplies, your registered customers will need tax invoices to claim input tax credits for acquisitions with a GST-exclusive value of more than $50.  If you are asked to provide a tax invoice, you have to do so within 28 days of the request from the purchaser.  For this reason you might choose to issue all your invoices in a form which satisfies the requirements for a GST tax invoice.

For purchases you must have a tax invoice before you lodge a Business Activity Statement claiming an input tax credit.  If you don't have the tax invoice, you cannot claim the input tax credit until you receive it.  If you obtain a tax invoice in a later tax period you can claim an input tax credit in that period.

Invoices in electronic form are tax invoices if they provide all the information required.

What is a Tax Invoice?
Certain information must be shown on tax invoices:

Supplies of less than $1000
Tax invoices for taxable supplies of less than $1000 must include:

1)
the Australian Business Number of the supplier

2)
The GST-inclusive price of the taxable supply

3)
the words "tax invoice" stated prominently

4)
the date of issue of the tax invoice

5)
the name of the supplier

6)
a brief description of each thing supplied, and

7)
when GST payable is exactly 1/11th of the total price, either a statement along the lines of "the total price includes GST", or the GST amount.

Supplies of $1000 or more
Tax invoices for taxable supplies of $1000 or more must include:

1)
the Australian Business Number of the supplier

2)
the GST-inclusive price of the taxable supply

3)
the words "tax invoice" stated prominently

4)
the date of issue of the tax invoice

5)
the name of the supplier

6)
the name of the recipient

7)
the address or the Australian Business Number of the recipient

8)
a brief description of each thing supplied

9)
the quantity of the goods or the extent of services supplied, and

10)
A
when GST payable is exactly 1/11th of the total price, either a statement along the lines of "the total price includes GST", or


B
the GST amount.

Following is a sample Tax Invoice.  The numbers in brackets [  ] refer to definition points from previous section.  The following prototypes are copied from the ATO's "Guide to GST".

                                   [3]  TAX INVOICE

Windows to Fit Pty Ltd        [5]   15 Burshag Road


ABN: 32 123 456 789           [1]       Festler NSW


Date: 1 August 2000           [4]

To:   Building Company           [6]

      254 Burshad Road           [7]

      Festler NSW

PRIVATE 

Qty
Description of Supply

Price

Total

[9]
500
Window frames
[8]

$15  

$7500


GST

$1.50

$750  [10B]
















TOTAL AMOUNT PAYABLE
[2]



$8250

Alternatively the tax invoice figures could all be printed with amounts inclusive of GST.

The following is a sample tax invoice including GST.

                                   [3]  TAX INVOICE

Windows to Fit Pty Ltd        [5]   15 Burshag Road


ABN: 32 123 456 789           [1]       Festler NSW


Date: 1 August 2000           [4]

To:   Building Company           [6]

      254 Burshad Road           [7]

      Festler NSW

PRIVATE 

Qty
Description of Supply

Price

Total

[9]
500
Window frames
[8]

$16.50  

[2] $8250























TOTAL



$8250

The total price includes GST



[10A]

Taxable and non-taxable supplies
If the tax invoice is for a taxable supply and either a GST-free or input taxed supply, the tax invoice must also show:

1)
each taxable supply

2)
the amount of GST payable (in relation to the taxable supplies), and

3)
the total amount payable for the supply.

How to treat supplies and acquisitions paid for or invoiced before 1 July 2000
GST applies to supplies made on or after 1 July 2000.

GST may be applicable for some supplies, if you have paid/received some or all of the consideration before the commencement of the GST system, that is, before 1 July 2000.

For some acquisitions, even if you have paid some or all of the consideration or have been issued with an invoice before the GST system commences, that is, before 1 July 2000, you may be entitled to claim input tax credits for any GST included in the price of the acquisition.  GST may be included in the price paid for the acquisition to the extent that the supply is a taxable supply.

Insurance policies and other annual subscriptions may have a GST component that you should be recording separately NOW to claim in your first BAS.

WARNING - PREPRINTED TAX INVOICES
A number of clients are now starting to reprint their existing preprinted invoice stationery in a layout that conforms to a tax invoice.

Make sure your ABN is printed on the invoice (otherwise InfoWare can print it if it was missed or currently unknown).

It is strongly recommended that you do not replace the text "INVOICE" with "TAX INVOICE" but leave a large blank space or box as appropriate.  The reason is that a credit note will be called an "ADJUSTMENT NOTE".  Let InfoWare print either "TAX INVOICE" or "ADJUSTMENT NOTE".

If your invoice layout currently has a box or is tight on space make sure there is space for the larger text of "ADJUSTMENT NOTE" to fit.

2.4
Withholding Tax
Specific details of withholding tax are expected to be released later in March.

2.5
GST Terms
The following is some GST terminology and acronyms that you will commonly come across when reading ATO documentation to do with GST and PAYG tax reform. (When we get through this busy period there will be many less-complimentary definitions for these acronyms!).

ABN


Australian Business Number

GST


Goods and Services Tax

PAYG


Pay As You Go

BAS


Business Activity Statement

Acquisition

Purchases

Supplies

Sales

TI



Tax Invoice

RCTI


Recipient Created Tax Invoice

Set-off


Deductions on RCTI's

WET


Wine Equalisation Tax

Adjustment Note
Credit Note

Recipient of Supply
Customer

2.6
Recipient Created Tax Invoice (RCTI)
An announcement was made 2 weeks ago for the transport industry that all transport companies can raise a recipient created tax invoice.  Previous ruling was that this only applied to companies turning over more than $20 million unless they specifically applied for it.

NOTE:
This announcement was made by the Australian Transport Association.  We have contacted the ATO and the person in charge of the RCTI draft ruling has said they do not have any knowledge of a change to the ruling to allow transport companies with a turnover of less than $20 million (unless they specifically applied for it) to issue RCTI's.  We are awaiting further information on the validity of this announcement from the ATO.
This will mean that the provider of a supplier ie. subcontractor will be required to produce an invoice.  The recipient of the supplier ie. the prime contractor can continue to have the responsibility of creating this document.  This process occurs quite commonly within the transport industry and is often referred to as a subcontractor payment advice (SPA).  Specifically within the TransWare family of products a manifest incorporates a computer-generated manifest incorporating the SPA.

For those transport clients who produce printed manifests, this will not significantly effect the current invoicing practice.  For other TransWare clients who currently often adopt this process but do not produce a printed manifest then either: -

-
a recipient created tax invoice will have to be created

-
or alternatively process the creditors invoice and wait for the Tax Invoice to arrive.

Flag the Creditor Transactions when the tax invoice has arrived.  A GL reversing accrual journal can then be processed to reverse any invoices processed for any Tax Invoice that has not yet arrived.

The RCTI can also apply to other industries where a recipient wishes to raise an invoice on behalf of a supplier e.g. auctions - a livestock auctioneer would raise invoice on behalf of farmers.

Requirements for issuing RCTI's as copied from ATO draft ruling is as follows:

"Recipients and suppliers who are involved in transactions with RCTI's do not have to forward any documents to the Commissioner in respect of those transactions.  The requirements below must be satisfied by the recipient and supplier.  They are an integral part of the Commissioner's proposed determination of the classes of invoice recipients may issue:


1.
the supplier and the recipient must be registered when the invoice is issued and the RCTI must show the Australian Business Number (ABN) of the supplier;


2.
the recipient must issue a copy of the tax invoice to the supplier and must retain the original;


3.
the recipient must issue an adjustment note to the supplier in relation to adjustment events;


4.
the recipient must reasonably comply with its obligations under the taxation laws;


5.
the recipient and the supplier must have a written agreement that is current and effective when the RCTI is issued, agreeing that:



(a)
the recipient can issue tax invoices in respect of the supplies;



(b)
the supplier will not issue tax invoices in respect of the supplies;



(c)
the supplier acknowledges that it is registered for GST when it enters into the agreement and that it will notify the recipient if it ceases to be registered;



(d)
the recipient acknowledges that it is registered when it enters into the agreement and that it will notify the supplier if it ceases to be registered or if it ceases to satisfy any of the requirements of this Ruling; and



(e)
the recipient indemnifies the supplier for any liability for GST and penalty that may arise from an understatement of the GST payable on any supply for which it issues an RCTI; and


6.
the recipient must not issue a document that would otherwise be an RCTI, on or after the date when the recipient or the supplier has failed to comply with any of the requirements of the proposed determination.

An invoice issued by a recipient who fails to satisfy all of the requirements will not be treated as being a tax invoice.  In addition, penalties may apply under section 46 of the Taxation Administration Act 1953 if you make any false statement in your invoice.

The requirements that recipients and suppliers must satisfy are intended to ensure compliance with the GST law.

The recipient and the supplier must be registered for GST purposes when an RCTI is issued. If you are a recipient and you have any doubt that your supplier is registered when you issue an RCTI, you can check the status of your supplier's GST registration by contacting the Australian Taxation Office.  It is not acceptable for the requirements of issuing RCTI's that either or both the supplier or recipient are merely required to be registered but are not registered.  Also, a recipient cannot issue an RCTI:


(a)
earlier than the date of effect of their registration, or for any supply received before that date; or


(b)
on or after the date of effect of their cancellation of registration, or for any supply received on or after that date.

Each time the recipient issues a document to a supplier that it treats as an RCTI, the recipient must be reasonably satisfied that the supplier is registered when the document issues.

The supplier must be aware of its GST liability and that liability must match the input tax credits being claimed by the recipient.  Both the recipient and the supplier must retain a copy of the invoice and any adjustment note for five years.

To ensure compliance with the GST law (and for the protection of the supplier) permission to issue RCTI's is available only to taxpayers who reasonably comply with the taxation laws.

As a recipient, you must not issue a document that purports to be an RCTI if it does not come within the class of invoices proposed to be covered by this determination.

If you want to issue an RCTI but you are unable to comply with one or more of the requirements above, you may apply to the Commissioner explaining your special circumstances."

2.6.2
Deductions for RCTI's
The ATO referred to deductions held against RCTI's as "set-off".

Set-off
The price of a supply for goods and services connected with goods and services that are the subject of an RCTI, cannot be offset on the RCTI against the amount that the recipient pays to the supplier for the goods and services.  The GST on each supply must be included in the calculation of the net amount by each supplier.  However, provided the document that is the RCTI also includes appropriate details of the supply from the recipient to the supplier, this will also be accepted as a tax invoice for that supply.

It is common for a recipient (who has issued an RCTI) to supply services in relation to the goods or services that are the subject of the RCTI.  It is also common for the recipient to deduct the charges for these services from the price payable by it to the supplier, paying the net amount to the supplier.

Even though there is a close connection between the supply to the recipient and the supply made by that recipient, each is a separate supply and the GST law does not allow the price for one supply to be reduced by the price of another.  The GST included in the price of each supply must be included in the calculation of the net amount by each supplier and each recipient then can claim input tax credits for that tax.

However, if the document that is the RCTI includes appropriate details of the supply (as required by subsection 29-70(1) of the GST Act and regulation 29-70 of the GST Regulations) from the recipient to the supplier, it can also be accepted as the tax invoice for that supply.

2.7
GST Rounding
When calculating GST on an invoice with GST included in the line amount then a difference between the GST calculated on a line by line basis and 1/11th of the invoice total may occur.  For example, an item is $3.33 ex GST.  Inc GST is $3.66.

An invoice is as follows:

6 x Product A @ 3.66
= $21.96

1/11th of invoice total
= $2.00
1.99 (ignoring fractions of cents)

GST recovered is 6 x .33
= $1.98

You have not recovered $0.02 on this transaction.  The difference could be the other way.

This will result in the amount of GST on the invoice that is not strictly 1/11th of the invoice total.  The GST legislation says that 1/11th of the invoice total should GST (ignoring fractions of cents).  This introduces the concept of GST Rounding.  To comply with the ATO tax law for GST that 1/11th of the invoice total (assuming that the whole goods and/or service is GST applicable) a GST Rounding Amount is required for the difference of calculating GST on a line by line basis and GST calculated on the invoice total.  This adds extra complexity and no doubt will result in great discussions between you and your customers explaining to them why there is a GST rounding adjustment on the bottom of the invoice (or alternatively you wear the GST Rounding Adjustment).

If sale prices are inc GST and the ex GST price is in multiples of 10 cents then there is no GST Rounding.

If GST is not calculated on a line by line basis on the invoice but simply has a subtotal of the total invoice, then GST rounding will not occur.

2.8
Deferral of GST - Importers
The latest advice on the Deferral Scheme for Importers is that the Regulations will go through Parliament in March and in April the ATO will invite applications, probably through the daily newspapers.  A Treasury announcement on the final terms and conditions for the Scheme is expected in the next few days.

The liability for GST is incurred at the time the goods are entered for Customs purposes, either formally on a Customs Entry or informally.  On a Customs entry for Home Consumption (N.10) the importer has two options;

1. Pay the GST, with any duty payable, then claim the GST as an input tax credit (if applicable) on their next Business Activity Statement (BAS) to the ATO.

2. If accepted for the Deferral Scheme, the GST liability will be recorded against the ABN on the entry as deferred.  At the end of the month Customs will advise the ATO of the ABN and the amount of GST deferred for that month.  On the first day of the next month, the ATO will record that information on a BAS and forward it electronically to the ABN holder for them to account for the GST deferred by the 21st of the month.

2.9
ABN requirements for Customers and Suppliers
ABN is required for all suppliers who have a turnover of $50,000 or more annually.  If they do not supply their ABN you will be required to deduct withholding tax from any payment.

For customers with invoices over $1000 you require either:


-
full address


OR


-
ABN

2.10
Satisfaction Software's ABN
The ABN for Silvadeen Pty Ltd ATF for GJD Unit Trust T/A Satisfaction Software is 39870215131.

The next newsletter will be in about 4 weeks.

