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The Commissioner of Taxation has
recently released his Compliance
Program, which, in his words, “provides
strategies that straddle help and support
and ease of compliance as well as those
that deter and detect and deal with non-
compliance.” In other words it sets out
the issues where ATO activity can be
expected over the next
12 months.
We recommend that you review
the issues below, and contact us if there
are any aspects of concern to you. We
can then discuss the nature of the issue,
and where appropriate, develop and
implement a strategy to mitigate the risks.
It is important to note that the
contents of this executive summary does
not represent all the issues contained in
the Compliance Program. Furthermore, if
there are issues not noted in the program,
you should not assume that the ATO
will simply ignore them. Therefore you
should not rely
on this summary as a complete analysis of

all ATO Policies.

enterprises (turnover $2m
- $250m) and high net
worth individuals

Given the breadth of this sector, there is
a wide range of important issues that the
ATO are proposing to examine. The key
issues are summarised below.

Loans and payments made by
companies to owners and the
use of trusts

The ATO advise that companies are now
addressing this issue more effectively
than in prior years. Notwithstanding
this improvement, they will continue to
review the use of loans, payments and
debt forgiveness to distribute private
company profits to shareholders or their
associates without paying the correct
amount of tax.

In addition, they propose to review
transactions between trusts and private
companies, particularly in relation to
distributions by trusts.

issue, and in the event that your structure
includes a corporate beneficiary, please
contact us to discuss an appropriate
strategy.

The ATO have also advised that they
will seek to review companies that hold
“lifestyle assets” to determine how those
assets have been used and recorded in
the financial statements. It will include
situations where assets such as holiday
homes are being used by shareholders or
beneficiaries on non-commercial terms.

Recoupment of prior year losses

In view of the economic environment,
there is a greater likelihood that losses
may be incurred and later recouped by
businesses. The ATO are therefore going
to review cases where losses are recouped,
particularly where there has been a change
of ownership in the company. Where
there has been such a change, the losses
are still available as long as the company
continues with the same business. This
test is very strict and requires significant
planning and consideration prior to its
use. We recommend that we discuss this
issue with you if it is relevant to your
business.

International transactions

The substantiation of transactions with
international related parties has long been
an area of focus and this continues to be
the case.

It is interesting to note however
that the ATO are developing a range of
initiatives to make it easier for people
to comply with their international
tax obligations. This includes the
design of a tool to assist people to
complete “Schedule 25A” (reporting
of international dealings), which forms
part of the tax return. It also includes
reviewing the “Advance Pricing
Arrangements (APA)” program to make
it easier for companies with turnovers up
to $250 million to use an APA to manage
their transfer pricing obligations.

It has become evident in recent years
that the various revenue authorities
around the world now share information
to a greater extent, to ensure that
appropriate transfer pricing practices are
implemented and maintained. Therefore
it is highly recommended that related
party transactions are well documented
and reviewed by us.

The issues that are to be considered

by the ATO are:

e Correct disclosure of income;

e Allincome from the “cash economy”
is disclosed;

e That sales of properties are
disclosed (including reporting GST)
and capital gains and losses are
correctly calculated. In relation to
capital losses, particular attention will
be placed on situations where assets
have been reorganised amongst
entities within a group, with a loss
being generated; and

e A review of self managed
superannuation funds to ensure that
they are managed in accordance with
the legislative guidelines.

Individuals
(not high net worth)

Work related expenses
The most common incorrect claims made
by taxpayers in prior years include:
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There are a number of issues within

this field. Confirmation that the correct
contributions are made on behalf of
employees (including compulsory
contributions) will be a matter of
attention.

Conclusion

The ATO Compliance Program covers
a number of other areas including large
businesses sector (turnover in excess of
$250 million), GST, fraud and evasion,
and the not for profit sector which we
have not covered in this summary.

We have therefore endeavoured to
draw your attention to the “highlights”
as they affect privately owned businesses,
their owners and high net worth
individuals.

Once you have reviewed the contents
of this summary, please contact us to
discuss the potential impact of these
issues on you, and whether there are
certain actions that should be taken.
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