ANNUAL TAXATION PLAN – [INSERT AGENCY NAME]

[FOR NON-SHARED SERVICES AGENCIES]
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1.
Introduction

Treasury has developed a Taxation Management Framework to assist with management of the Territory’s taxation risks and development of a taxation management culture in the Territory.

The main purpose of the Framework is to manage the Territory’s risk in regard to possible non-compliance with the administration of Goods and Services Tax (GST) and Fringe Benefits Tax (FBT) and where applicable, Pay As You Go (PAYG)
, Superannuation Guarantee (SG) and Superannuation Productivity Benefits (PB).

[Insert Agency Name] is required to comply with the Framework as its annual non‑employee expenditure exceeds $15 million.  A requirement of the Framework is for the taxation manager responsible for [Insert Agency Name] to develop, implement and maintain a taxation plan to reduce the risk of non‑compliance, with relevant legislative requirements.  The taxation plan is an annual plan which will be reviewed in October of each year.

The table below provides an overview of all of [Insert Agency Name]’s Corporate Taxation activities:

XYZ Agency

	Trading Name
	ABN / TFN
	BAS Return
	Annual FBT Return

	[Insert agency name]

[Insert whether Territorial or Controlled]
	[Insert agency ABN and TFN (where applicable)]
	GST
	FBT

	Prepared by
	
	[Insert Name]
	[Insert Name]

	1st Reviewer
	
	[Insert Name]
	[Insert Name]

	Authorised by
	
	[Insert Name]
	[Insert Name]


[The above table is only necessary for those agencies which have multiple ABN’s.  That is, if an agency has a number of ABN’s, for different areas within the agency, each should be listed in the table.]

Notes

· The preparer of the relevant return is the Finance Officer.

· The 1st Reviewer is the Taxation Manager.

· Returns should be authorised by the Director Finance/Chief Finance Officer.

2.
Roles and Responsibilities

Under the Framework the following responsibilities are required:

2.1
Director-General
The Director-General is responsible for ensuring the taxation management of [Insert Agency Name].  

2.2
Director of Finance / Chief Finance Officer

The Director of Finance / Chief Finance Officer implements the Directors-General intentions, and supports and assists the Director-General to discharge his or her taxation responsibilities.  The Director of Finance / Chief Finance Officer is accountable to the Director-General for the [Insert Agency Name]’s taxation management.  The taxation management framework requires the Director of Finance / Chief Finance Officer to be responsible for:

· complying with the ACT taxation framework and Commonwealth taxation requirements;

· tax planning;  

· certifying that [Insert Agency Name] is compliant with the Territory’s Taxation Management Framework; and

· certifying [Insert Agency Name]’s BAS, FBT and SG returns.  This function may be delegated.

The Director of Finance / Chief Finance Officer is also responsible for designating a suitable officer as [Insert Agency Name]’s Taxation Manager.
2.3
Taxation Manager

The Taxation Manager is responsible to the Director of Finance / Chief Finance Officer for [Insert Agency Name]’s taxation compliance.  The responsibilities set out in this plan are as follows: 

· developing and maintaining effective taxation administration procedures/processes appropriate to [Insert Agency Name];

· resolving taxation issues on behalf of [Insert Agency Name];

· ensuring [Insert Agency Name]’s tax returns are lodged with the ATO within the timeframes specified by legislation;

· ensuring [Insert Agency Name]’s details on the Australian Business Register are current;

· ensuring that withholding provisions under PAYG are applied.  This function may be delegated;

· developing and communicating SG payment procedures to areas in [Insert Agency Name] that have contracted employees, that are paid through the agency’s financial system, that is, outside the human resources function;

· maintaining an up-to-date knowledge of GST/FBT, and where required a general knowledge of PAYG and SG through appropriate training;

· disseminating to the relevant areas within [Insert Agency Name] information on changes to legislation and regulations, and how the changes may effect [Insert Agency Name];

· reporting to the Taxation Liaison Officer in Treasury all ruling requests;

· providing the Taxation Liaison Officer in Treasury with a copy of all ATO review results, and providing details of all penalties imposed;

· providing the Taxation Liaison Officer in Treasury with a copy of the final Taxation Compliance Review Report where a Compliance Review was undertaken;

· arranging the Taxation Compliance Review with the selected contractor;

· conducting an annual management review of compliance with the taxation management framework including completion of the taxation management framework checklist;

· identifying and appropriately remedying non-compliance issues;

· advising Treasury of any GST Division 81 exemption requests;

· reporting regularly to the Director of Finance / Chief Finance Officer the status of [Insert Agency Name] taxation compliance; and

· developing, implementing and maintaining [Insert Agency Name]’s Taxation Management Plan.

3.
Specific Requirements

3.1
Internal Budget

It is estimated that the internal budget required for 2010-11 for [Insert Agency Name] to meet its taxation management requirements will be [$96,280] as detailed in the table below.

	Description
	Estimated Cost

2011-12
$
	Budget

2012-13
$

	Taxation Manager – total employee cost
	80,000
	84,000

	Taxation subscriptions:

· CCH Legislation and Master Tax Guide

· [provide other subscriptions where relevant]
	165
	165

	Advice from Taxation Helpdesk
	176
	264

	Taxation Compliance Review
	15,400
	0

	Tax Training – GST
	350
	350

	Other Relevant Tax Training (for example tax updates)
	220
	220

	Total
	$96,280
	$84,953


Notes: 

· [Insert Agency Name] has estimated that 3.5 hours of tax advice will be obtained from the tax helpdesk in 2011-12, of which 2.5 hours are free, as per the Territory’s Taxation Management Framework.  It is estimated that 4 hours of tax advice will be required in 2012-13, of which 2.5 hours is free.

· [Insert Agency Name] has nominated [Insert Date] as the year for the tax compliance review.

3.2
Taxation Awareness

[Insert Agency Name] has implemented a taxation awareness policy as part of its tax plan to ensure that all staff within the agency are familiar with taxation issues in order that relevant business decisions are made with appropriate regard to taxation implications.

The Taxation Manager will therefore be required to:

· notify all staff of the process in addressing tax issues relating to the agency;

· disseminate tax information regarding amendments to tax legislation and public rulings;

· document communications in accordance with ACT Government record keeping requirements; and

· attend Tax Manager Forums to discuss current tax issues which may cause concern to the agency.

3.3
Retention and Management of Business Records as Required by Legislation

· Section 262A of the Income Tax Assessment Act 1936 (the Act) requires that the agency keep records that document and explain all transactions generated in or by the agency.  Records are normally required to be retained for five years from the date on which the record was prepared or obtained or from the time the relevant transaction or act was completed, whichever is the later.

· All Business Groups/Divisions/Units will maintain a complete and fully referenced working paper file to support the GST/FBT information provided to Corporate Finance.  The documentation will be reviewed annually as part of internal audit procedures.

· Working papers should include copies of e-mails to evidence queries raised and resolved and consideration of GST/FBT issues.

· Business Groups/Divisions/Units should ensure that they have appropriate filing systems so that invoices for input tax credits claimed can be easily tracked and be readily available for review or audit by the ATO.

· Minimum records to be retained:

· tax invoice;

· bank statements;

· FBT returns;

· BAS returns;

· other working papers that record and explain transactions relevant to the BAS/FBT returns; and

· log books.

3.4
BAS Return Preparation
3.4.1
BAS Timing Requirement

Monthly BAS returns and payments must be lodged with the Australian Taxation Office on or before the 21st day of the next month.  Late lodgement to ATO may result in the agency incurring a penalty fee.

3.4.2
BAS Compliance Requirements

The accuracy and validity of the BAS depends to a large degree on the accuracy of data entered by Business Groups/Divisions/Units and the compliance with GST requirements.

Business Groups/Divisions/Units must ensure that:

· Supply made or payments received to be coded to the correct general ledger account and the appropriate tax code, that is, 10% GST, GST Free, Outside Scope, etc.

· Invoices are identified as ‘Valid Tax Invoices’ or other invoices.  For the agency to claim a credit/reimbursement from the ATO for the GST paid, it requires a ‘Valid Tax Invoice’ to be held.  A ‘Valid Tax Invoice’ is an invoice or sales docket that specifies the amount of GST included in the price or service.

3.4.3
BAS Reconciliation Procedure Requirements

The following procedures must be performed to reduce the risk of inaccurate/incomplete amounts in the BAS.

· Ensure the ledger is closed before running relevant reports for monthly BAS return purposes.

· Check to ensure that the amounts from the Oracle reports are correctly entered into the ‘BAS Reconciliation – Supplies and Acquisitions’ worksheets by category, that is, 10% GST, 10% Capital, GST Free, Input Taxed, Outside Scope, etc.

· Ensure that amounts in the ‘BAS Reconciliation – Supplies and Acquisitions’ worksheets are correctly entered into the BAS return.

· Ensure all required fields in the Group BAS return are completed including PAYG/FBT where applicable.

· Reconcile tax account balance against sub-ledgers, manual journals and interfaced GL journals before BAS returns are submitted to Manager - Finance1 or Senior Accountant for review.

· Chief Finance Officer will sign off the BAS returns once they have checked and are satisfied with the result.  This function may be delegated.

· Electronic lodgements will be performed before the 21st day of the month following the reporting period.

3.5
FBT Return Preparation
3.5.1
FBT Timing Requirement

The FBT year runs from 1 April to 31 March.  An annual return is required to be lodged by 21 May.  The final balance owing (if any) on the FBT return is paid on lodgement of the annual return by 21 May.

[Insert Agency Name] must pay FBT instalments throughout the year.  These instalments are paid through the Business Activity Statement.

The instalments are calculated by the ATO using an estimate based on the previous year’s FBT return.  The estimate must be reviewed where the basis for that estimate has changed. For example, administrative restructures.  Any adjustments must be reflected in the BAS.

	FBT Instalment
	Date2

	
	

	1st Instalment
	21 July

	2nd Instalment
	21 October

	3rd Instalment
	21 February

	4th Instalment
	21 April


3.5.2
FBT Reconciliation Procedure Requirements

The following procedures must be performed to reduce the risk of inaccurate/incomplete amounts in the annual FBT return.

· Collect all FBT related information from different sources, including:

· Completed FBT workbooks;

· Fleet reports;

· Motor vehicle declaration and related information;

· List of all ex/current employees with the agency for details of any benefits provided during the FBT year and dates employee ceased/commenced their services; and

· FBT reports for ex/current employees from Salary Packaging Providers.

· Business Groups/Divisions/Units to review general ledger accounts for the FBT period from 1 April to 31 March to identify benefits, that is, entertainment, expense payments, Higher Education Loan Program (HELP), study assistance, telephone costs, subscriptions, car parking, etc.

· Cross check workbook information received to fleet report, declarations and information obtained from personnel.

· Ensure current year data is consistent, particularly motor vehicles closing odometer of previous year equal to opening odometer this year.

· Reported fringe benefits will be sent to employees for confirmation and changes will be made in accordance with employee responses.

· Ensure that the FBT information to be included on employee group certificates is correct.

· Tax manager to perform final check for reasonableness of all major FBT categories to ensure all benefits being included and reported correctly to the ATO.

· Chief Finance Officer to sign off and approve FBT return.

3.6
Management of GST and FBT Risk  

As the main purpose of the ACT’s Taxation Management Framework is to minimise the Territory’s risk of non-compliance with ATO requirements, [Insert Agency Name]  has undertaken a risk assessment regarding possible non‑compliance with ATO GST and FBT requirements in the table below.  If the risk of non-compliance is assessed at either ‘Medium’ or ‘High’, the agency has identified the strategies to be implemented to reduce the risk to ‘Low’, and included a timeframe for implementation of those strategies.

GST/FBT Risk Assessment Model

	GST/FBT Risk Criteria


	Yes/No

	1. Are staff provided with continuing education to update them of changes to the accounting system, FBT and GST?
	

	2. Are new staff required to undergo specific induction training to the agency’s GST procedures?
	

	3. Is the BAS information reconciled with revenue and expenditure information from the financial systems?
	

	4. Is the BAS checked by a second person?
	

	5. Is the annual FBT return checked by a second person?
	

	6. Is there adequate separation of duties (data entry, approval, BAS preparation, BAS approval, and system changes)?
	

	7. Are processes in place to obtain and review changes to GST and FBT legislation and rulings?
	

	8. Is there a process to report significant / major taxation issues?
	

	9. Do you have written policies and procedures in place for GST and FBT?
	

	10. Where your agency has a number of offices is the responsibility for financial management and compilation of figures used in BAS centralised?
	

	11. What procedures to you have in place to prevent unauthorised access to, or destruction of, documents and records?
	

	12. Do procedures ensure all system changes in relation to GST are subject to rigorous integrity testing?
	

	13. Does the system generate automated exception reporting for compliance risk areas such as:

· GST not 1/11th of transaction amount

· Tax code changed

· Transactions without tax codes

· Out of scope transactions etc
	

	14. Is the authority to change the BAS codes restricted to certain finance/tax staff?
	


Note:  All of the criteria are important and are not in an order of priority.

Assess risk as LOW if answered ‘Yes’ to a minimum of 10 questions.

Assess risk as MEDIUM if answered ‘Yes’ to a minimum of 8 questions.

Assess risk as HIGH if answered ‘Yes’ to less than 8 questions.

4.
Resolutions and Monitoring of Issues

4.1
Emerging Tax Issues

It is essential that all tax related issues be reported to, and handled by, [Insert Agency Name]’s  Taxation Manager.
[Insert Agency Name]’s Taxation Manager will endeavour to resolve tax issues concerning the agency as they arise.  In the event where expert tax advice is required, the Taxation Manager will utilise the Territory’s Taxation Help Desk Service, or contact the ATO to ensure that the agency has handled and reported its tax issues correctly.

The Taxation Manager’s contact details are:

[Insert Name]

[Insert Email Address]
[Insert Telephone Number]

4.2
Tax Issues Log 

The Taxation Manager is responsible for maintaining a taxation issues log which records the history of taxation issues, and details how tax issues are resolved.  The log should also be used to document current and emerging tax issues.

The table below is an example of an issues log:

	Date
	Topic eg GST/FBT/PAYG/SG/PB
	Status/Action Required
	Level of Risk

Low / medium / high
	How was issue resolved?/

Date Resolved
	Contact for documentation

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


5.
Reporting

5.1
Compliance with Legislation – Taxation Management Framework

In accordance with the Taxation Management Framework, [Insert Agency Name] is required to undertake a taxation compliance review every three years.  The Treasury has appointed and is managing external contractors to conduct the reviews.

[Insert Agency Name]’s next Taxation Compliance Review is scheduled for [insert date]. [Insert Agency Name] has engaged [insert name of external contractor, that is, Deloitte, KPMG or PWC] to conduct the taxation compliance review.[Delete above sentence if no Taxation Compliance Review has been undertaken in the current year.]

Prepared by – 

Taxation Manager: 
xxxxxxxxxxxxx

[Insert Date]

Reviewed and agreed by:

Chief Finance Officer:
xxxxxxxxxxxx

� This will relate only to non-salary, as salary related PAYG is managed by Human Resources.


� Smaller agencies will only be required to provide details of the preparer and the person authorising taxation activities.


� Taxation Ruling 96/7


1 Or equivalent position.


2 These dates are for employers that are required to pay GST monthly.
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