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This edition of GST Alert relates to the recently released

compliance program.

ATO's compliance program 06-07

The recently released ATO compliance program states that the
following areas of GST practice will be focused on:

® financial supplies, especially the extent to which input tax
credits have been claimed and the apportionment methods used

m floats and capital raisings; the focus is again on eligibility to
claim input tax credits. The ATO is using ASX data to "‘match"
with their own data

B property transactions in general, with specific focus on use
of the margin scheme. Margin scheme amendments constitute
approximately 33% of additional revenue raised by the ATO
through audit activity

® for small to medium enterprises, that
- appropriate GST systems and controls are in
: place. The ATO has found that these do
not generally keep pace with the growth of
an entity. The ATO will send 1200
questionnaires to businesses and 200
audits will be conducted

Grant Thornton firms are able to assist
businesses with these issues through
our GST prudential audit program. Our

- experience in conducting these reviews

shows that the benefit gained through such an exercise invariably
outweighs the cost of it and is far less expensive if an actual
audit were to be conducted by the ATO.

Financial supplies

Care needs to be taken to ensure that where expenses are
incurred in relation to a sale of shares, IPO, debt structuring etc
that input tax credits or reduced input tax credits have been
correctly calculated and claimed. Further, where apportionment
of input tax credits is required, can the process and calculations
be substantiated?

[t is important to note that there is no one "correct” method of
apportioning input tax credits. The method adopted simply has
to be "reasonable” in the circumstances. Accordingly there may
be a number of different ways in which the apportionment may
be done. We are able to assist with this and show you which is
the best method to use.

Property

The main ATO focus is on correct adherence to the ATO's
requirements in order to apply the margin scheme. Care should
be taken to ensure that valuations obtained comply strictly with
the relevant ATO ruling. We are aware of cases where the ATO
has sought a "second opinion" from the Government's valuer in
relation to a client's valuation. We understand that the ATO will
challenge the valuation obtained by the client where it differs to
the ATO's valuation by more than 10%.
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DISCLAIMER

This newsletter is general in nature and its brevity could lead to misrepresentation. No
responsibility can be accepted for those who act on its content without first consulting us and
obtaining specific advice.

Each office listed is a business operated independently of other firms and entities who use the
trademark Grant Thornton. Grant Thornton is a trademark owned by Grant Thornton International
and used under licence by independent firms and entities throughout the world. Liability limited by
a scheme approved under Professional Standards Legislation.




