Example Agency


7.1 GOODS AND SERVICES TAX 

Policy

The Commonwealth introduced a new tax system on 1 July 2000, which introduced the GST and abolished a number of indirect taxes.  The department is carrying on a business within the terms of the New Tax System legislation and accordingly is able to claim Input Tax Credits and is required to levy the Goods and Services Tax for certain services.

Responsibilities and Accountabilities

The primary responsibilities and accountabilities in relation to Goods and Services Tax rests with the:

· Directors;

· Financial Controller;

· Manager Finance; and

· Accountant.

Directors

Directors have responsibility to:

· seeking GST advice, where considered necessary, from Corporate Finance before entering into any contract or other financial arrangement; and

· ensure that all contract prices are GST inclusive. 

Financial Controller 

The Financial Controller has responsibility to:

· ensure the department meets all its GST obligations;

· ensure there are processes in place to receive regular updates on changes to GST legislation and rulings; and

· maintain a GST risk management strategy.

Manager Finance

The Manager Finance has responsibility to review the Business Activity Statement on a monthly basis.

Accountant

The Accountant has responsibility to prepare the Business Activity Statement (BAS).

Non Compliance

Failure to comply with these procedures may result in the department not meeting its legislative responsibilities pertaining to the Goods and Services Tax.

Consequently, any failure to follow these procedures will be taken seriously and may result in disciplinary action.

Target Users

These procedural rules are for all staff responsible for GST in the department.

Procedures

The following procedures are addressed by this guideline:

· how GST is applied;

· Tax Invoice;

· obtaining a Tax Invoice;

· Recipient Created Tax Invoices;

· GST on FMIS;

· monthly GST returns;

· changes to GST Legislation;and

· documentation 

How GST is applied

GST applies to the supply or importation of goods, services or any other thing in Australia, except to the extent that the supply or importation is input taxed or GST free.

GST is charged when a business supplies goods or services in the course of its business activity.  The essential design feature of the GST is that tax paid by business is credited to the business and in some cases can be refunded.  The effect of this crediting system is that GST rolls forward at each transaction to the point of sale to the end consumer.

Tax Invoice

Information required on a Tax Invoice:

· for all transactions between $55 and $1,000 (including GST), the following information must be included on an invoice to meet the requirements of a “Tax Invoice”:

· the words "Tax Invoice" stated prominently;

· supplier’s Australian Business Number (“ABN”);

· supplier name and address;

· date of issue of invoice;

· itemised description of the supplies;

· price of the supply; and

· either the total amount of GST or a statement that the price is GST inclusive, if the amount of GST payable is exactly 1/11th of the total price.

· for all transactions over $1,000 the tax invoice must include the following additional information:

· quantities of each item or extent of services supplied;

· customer name; and

· customer address or ABN if address not supplied. 

Obtaining a Tax Invoice

A tax invoice is to be obtained from the supplier at the time of the purchase.

If a tax invoice is not supplied a tax invoice is to be requested.  The supplier is required to provide the tax invoice within 28 days of request of the recipient.

If a tax invoice is not provided by a GST registered supplier only the GST exclusive amount is paid to the supplier.

If a tax invoice is not provided because the supplier is not registered for GST purposes an invoice must be requested that includes the supplier’s ABN and no GST is payable to the supplier.

If a valid ABN is not provided 48.5% of the amount of the invoice is to be withheld and remitted to the ATO unless a “Statement by Supplier” form is completed by the supplier (copies available from Corporate Finance).

Recipient Created Tax Invoices

Recipient Created Tax Invoices are a specialist form of invoicing which among   requirements governing its use is prior written consent from the Federal Tax Commissioner. 

The Department does not issue Recipient Created Tax Invoices.  

GST data on FMIS

The department has an accounting package, the ORACLE software.  This software contains a taxation report that can extract all expenses and revenue items attributed to tax code of 10%.   

This report should be used to calculate the amount to be remitted to the Australian Tax Office (ATO) and the amount to be claimed as input tax credit.

For control reasons the ORACLE software requires certain items such as ABN numbers to be entered and staff to check the validity of the information.  When new suppliers are added to ORACLE they are checked to ensure correct ABN’s are used.

The ORACLE System has in-built functions to test transactions for data entries.  The entry of transactions will be put on hold if incorrect entries are entered.

The Accountant has responsibility to prepare the Business Activity Statement (BAS).  The Manager Finance, checks for reasonableness and completeness of information contained in the Business Activity Statement (BAS).

Monthly GST returns

Monthly GST returns and payments must be lodged with the Australian Taxation Office on or before the 21st day of the next month.

Staff from Corporate Finance prepare the monthly returns based on information accessed from ORACLE.  The information accessed from ORACLE should also be checked for validity and completeness.

Changes to GST Legislation

Corporate Finance receives quarterly updates to changes in GST legislation from a specialist tax advisor.

Documentation 

A complete audit trail must be maintained for reference purposes.
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