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FOREWORD
On behalf of the Commissioner of Taxation, I am pleased to 
present the ATO’s GST administration annual performance 
report 2012–13.

The GST administration performance agreement with the 
Standing Council on Federal Financial Relations sits under the 
Intergovernmental Agreement on Federal Financial Relations. 

As a party to this agreement, we are committed to achieving 
world’s best practice for GST administration in Australia; a 
cost‑effective and transparent GST administration, as well 
as a cooperative relationship between the agreement parties.

Our performance this year has been positive overall with 
several challenges due to the economic climate. 

Key points include:

Administration
n GST administration expenditure was $705.3 million, which 

is within 1.6% of the estimate agreed with the Standing 
Council on Federal Financial Relations. 

n The variation in actual expenditure from the estimate was 
largely driven by increased legal costs stemming from an 
increase in litigation matters completed over 2012–13.

Revenue
n The net GST cash outcome was $48.1 billion (including 

the net collections by Australian Customs and Border 
Protection Service). 

n Despite collectable debt growing during the year, our 
GST debt collection performance improved by 15.2%. 

Compliance and litigation
n Compliance results exceeded our plan in both tax liabilities 

raised (13%) and tax cash collections (25%) with GST 
tax liabilities raised totalling $2.28 billion and tax cash 
collections of $1.91 billion.

Note: For the purposes of this report, liabilities do not include 
penalties (including general interest charge or shortfall interest 
charge).

n Completed 194 GST litigation matters during the year, 
an increase of 38%. There were 37 GST decisions 
involving the Commissioner (non‑debt). 

Highlights
n As part of the 2010 Budget ‘Working together to improve 

voluntary compliance’ program, our compliance activities 
raised $450.1 million in GST liabilities, and collected 
$406.8 million in GST from debt activities. This exceeded 
planned results by $0.3 million and $315.8 million respectively. 

n The 2012 Budget extended this funding for a further two 
years, allowing for a total of six years’ funding ending in 
2015–16. Overall since 1 July 2010, we have collected an 
estimated total of $1.74 billion (74.7%) of the total six‑year 
commitment of $2.33 billion in the first three years of the 
program.

n We successfully conducted an alternative dispute resolution 
facilitation pilot using ATO facilitators to resolve smaller and 
less complex objections such as substantiation and penalties. 
This approach has proved successful and we intend to 
expand the pilot to include litigation and audit.

n This year we introduced a differentiated strategy to address 
potential phoenix property developers. This approach is 
working well and shows strong potential for 2013–14. 

n We undertook a bank notices project pilot that increased 
the efficiency with which we obtain taxpayer information 
from a third party financial institution. The first stage of the 
pilot involved using our new information notices and garnishee 
online tool (INGOT) to successfully issue notices to, and 
receive notice responses from, a major bank electronically.

n Our efforts to improve web services to taxpayers were 
enhanced with the launching of Small business assist 
on 25 July 2013. This tool provides online, simple and 
easy access to information for both new and established 
businesses. It can also be used as a virtual ‘ATO small 
business visit’ and unlike our face‑to‑face visits, is 
available 24 hours a day, seven days a week. 

n We continued work on measuring the tax gap to determine 
the level of correct GST reporting. This relates to the value 
and percentage difference between theoretical GST accrual 
liability based on an external benchmark and the actual 
GST accrual revenue. Tax gap encompasses the entire 
ATO compliance framework (including correct reporting, 
lodgment, registration and payment).
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In addition to exploring new approaches, we also recalibrated 
and refocused several areas of our administration, including:
n Investing in small business tools to assist micro and small 

businesses in understanding their GST responsibilities. 
These included YouTube videos on GST topics such as 
When to register for GST and Don’t get ripped off by 
tax cheats.

n We focussed on effectiveness measures for key risks 
through the use of econometric approaches which 
affirmed the effectiveness of our activities.

n Rebalancing our refund integrity strategy from ‘pre‑issue’ 
refund integrity checks to completing a higher percentage 
of ‘post‑issue’ checks. This allows for lower‑risk cases 
to be actioned without the need to retain the refund. 
This approach has seen an 80% decline in the number 
of complaints received during the year.

n Early engagement in cases where we suspected serious 
evasion resulted in collection rates improving from 8% 
to 26%.

It is pleasing that several significant litigation cases were 
concluded. The outcomes of these cases provided us, and 
taxpayers, with greater certainty in the system. For example 
in the Commissioner of Taxation v. Qantas Airways Ltd [2012] 
HCA 41 case, the High Court considered the GST treatment 
of prepaid domestic flight fares where a passenger did not 

‘show up’ for their flight. The Court found in favour of the 
Commissioner and consequently Qantas is liable to remit 
GST on those supplies.

The courts and Administrative Appeals Tribunal delivered 
37 GST decisions. The Commissioner received favourable 
decisions in 70% of cases and partly favourable decisions 
in 19% of cases. Taxpayers were successful in 11% of cases. 

Looking ahead, the ATO is committed to delivering a more 
contemporary service to the community, providing the tools 
that taxpayers need to ensure they meet their GST obligations. 
We will explore opportunities to further assist taxpayers. This 
will include providing more services online and delivering mobile 
applications for small business to assist them in complying 
with their obligations and to reduce their debt levels.

Finally, I would like to express my appreciation to the States 
and Territories representatives of the GST Administration 
Subcommittee, GST Policy and Administration Subgroup 
as well as the States and Territories’ representative John 
Corlis, for their support, advice and insight which have 
greatly assisted the ATO’s administration of GST.

James O’Halloran 
Deputy Commissioner Indirect Tax
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OUR RELATIONSHIP WITH FEDERAL, 
STATE AND TERRITORY GOVERNMENTS
Overview of the structure of federal financial relations 
regarding the administration of GST, taking into 
account the accountabilities and relationships with the 
Commonwealth Treasury and State and Territory Treasuries.

GST ADMINISTRATION GOVERNANCE MODEL

Council of 
Australian 

Governments 
(COAG)

Standing Council 
on Federal 

Financial Relations

Intergovernmental 
Agreement on 

Federal Financial 
Relations

Australian 
Taxation Office

State and Territory 
Treasuries

Commonwealth 
Treasury

GST Administration Performance Agreement

GST Administration 
Subcommittee 

(GSTAS)

GST Policy and 
Administration 

Subgroup (GPAS)
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01PERFORMANCE OUTCOME 
MEASURES

The GST administration performance agreement contains 
schedules that specify the ATO’s performance outcomes 
in four areas. They are:

SCHEDULE A: PERFORMANCE OUTCOMES
Schedule A has four major sections:

1 Maintain compliance
2 Compliance outcomes
3 Cost-effective administration
4 Australian Customs and Border Protection Service.

Schedule A provides information related to performance 
outcomes under the GST administration performance 
agreement. Data for years before 2010–11 can be referenced 
in past administration reports. International benchmarking 
analysis is based on either 2005 or 2007 data.

ATO performance measures are divided into core and 
supplementary indicators, as detailed in the GST administration 
performance agreement.

Core indicators are key accountability measures. Supplementary 
measures provide additional context or information about an 
area of performance.

SCHEDULE B: GST BUDGET AND ADMINISTRATION 
ACTIVITIES
Schedule B provides the GST administration cost statement 
which is a special purpose financial report. The statement is 
prepared having regard to statements of accounting concepts 
and on an accrual basis.

SCHEDULE C: MONITORING AND REVIEW 
ARRANGEMENTS
Schedule C provides the monitoring and review arrangements 
which have been designed to ensure appropriate alignment 
of ATO parliamentary reporting responsibilities and reporting 
responsibilities under the agreement.

SCHEDULE D: 2010 BUDGET MEASURE, 
GST COMPLIANCE PROGRAM 
Schedule D provides information related to performance 
outcomes under the GST administration performance 
agreement in relation to the 2010 Budget measure, 
GST compliance program ‘Working together to improve 
voluntary compliance’.
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SCHEDULE A: PERFORMANCE OUTCOMES

TABLE 1: Maintain compliance

KEY OUTCOME MEASURE 2010–11 2011–12 2012–13

Core indicators

1. Revenue outcome GST revenue (cash) 
Total cash 
Customs cash (net)

 
$45.9b 
$2.9b

  
$46.0b 
$3.1b

 
$48.1b 
$3.0b

GST revenue total cash
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Collections were broadly unchanged in 2011–12, in part reflecting weak growth in consumption subject 
to GST and dwelling investment. Growth returned to GST collections in 2012–13 but remained below 
the average rates seen over the period prior to the onset of the global financial crisis. This is consistent 
with modest growth in consumption and dwelling investment.

2. GST Debt GST debt outstanding 
Total 
Collectable 
GST debt collection rate

  
$4.6b 
$3.2b 
7.0%

  
$5.1b 
$3.5b 
7.6%

  
$4.8b 
$3.6b 
7.4%

Total Collectable
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Supplementary 
indicators

Interest paid on 
delayed refunds

 $11.5m  $15.7m  $4.7m

As a result of the Multiflex Pty Ltd v. Commissioner of Taxation [2011] FCA 1112 Court decision in late 
2011 and subsequent legislative amendment that received royal assent on 27 June 2012, we prioritised 
the processing of original BAS credits to ensure they were actioned within the 14‑day notification 
timeframe from lodgment. The main reason for the significant reduction in interest paid in 2012–13 
was that credit activity statements were processed more quickly than in previous years.

  GST debt write-off* 
Value $ 
Percentage

  
$863.2m 

20.1%

  
$886.8m 

19.2%

  
$1,455.8m 

28.7%

  Ageing of GST debt – 
number of cases
<30 days
<60 days
<90 days
>90 days
Total

  

21,580
64,210
45,353

296,802
427,945

  

13,059
75,706
50,190

329,476
468,431

  

41,146
75,168
12,988

192,770
322,072

2012–13 Ageing of GST debt –
number of cases by %

<30 days

<60 days

<90 days

>90 days

60%

13%

23%

4%

The number of cases resolved in less than 30 days increased, however, there was a significant decrease 
in the number of cases resolved in 90 days or more.

  Ageing of GST debt – value
<30 days
<60 days
<90 days
>90 days

Total

 
$168.4m
$459.5m
$227.6m

$2.3b
$3.2b

 
$191.7m
$513.2m
$279.6m

$2.4b
$3.4b

 
$464.0m
$477.7m
$131.9m

$2.3b
$3.4b

2012–13 Ageing of GST debt –
value by %

<30 days

<60 days

<90 days

>90 days

68%

14%

14%

4%

The number of cases resolved in less than 30 days significantly increased and there was decrease 
in the value of cases resolved over 60 days.

NOTE:

 Slight variations between total GST collectable debt and the total value for ‘ageing of GST debt’ categories 
are due to different methodologies.

* GST debt write‑off refers to debt that is irrecoverable at law or uneconomical to pursue.
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TABLE 2: Compliance outcomes

KEY OUTCOME MEASURE 2010–11 2011–12 2012–13

Core indicators

1. Compliance outcomes Strike rate 52%(a) 48%(a) 70%(a) %
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The increase in the strike rate for 2012–13 is due to improved targeting of cases associated with the cash 
economy risk.

  Compliance 
liabilities raised

$2.8b $2.3b $2.3b

$b

0.0

0.5

1.0

1.5

2.0

2.5

3.0

2012–132011–122010–11

Voluntary disclosure 
large market 
Number 
Value $

 
 

199 
$164m

 
 

152 
$235m

 
 

223 
$234m

$m
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The number of voluntary disclosures received significantly increased as a direct result of the success 
of voluntary compliance initiatives. Together with our ongoing risk differentiation framework, factors 
that influenced our performance are: the client relationship management program; a stronger focus 
on governance and risk management; and high quality educational and support products.

Percentage of compulsory GST registrations compared to potential 
GST registrations based on income tax returns data

%

0

20

40

60

80

100

2011–122010–112009–102008–09

Year 2008–09 2009–10 2010–11 2011–12

% 96.2 95.9 95.9 96.0

The proportion of taxpayers required to be registered for GST who were registered for GST has remained 
unchanged over the past four years.

The indicator compares the number of entities that declares business income in excess of $75,000 in 
their income tax returns with the number of compulsory registrants. The ratio demonstrates the levels 
of community participation in the GST system.
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KEY OUTCOME MEASURE 2010–11 2011–12 2012–13

BAS lodgment 
% lodged –  
 monthly 
 quarterly 
% lodged on time –  
 monthly 
 quarterly

 
 

91.1% 
87.1% 

  
79.3% 
76.0%

 
 

91.1% 
87.0% 

  
79.7% 
75.7%

 
 

91.3% 
87.3% 

  
80.0% 
75.8%

Lodged monthly Lodged quarterly
Lodged on time monthly
Lodged on time quarterly
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Since 2009–10 rates for on time lodgment and overall lodgment for both monthly and quarterly lodgers 
have been stable. Due to a change in methodology, figures for 2010–11 and 2011–12 differ from those 
previously published. See footnote on table 5, page 39 for further details.

Supplementary 
indicators

Audit coverage 
International benchmark 
(2005)

Average 5.85%,  
range 0.6% to 27.7%

77.0%(b) 83.1%(b) 50.0%(b)

Audit coverage is calculated as the total number of client contact cases conducted in any one year, divided 
by the population of GST clients. To improve transparency, this year we have removed cases where a client 
may have had more than one contact from the ATO in the year. If this adjustment was not made, we would 
have reported an audit coverage rate of 101%. This adjustment was not made in the two preceding years.

Objection rate 11.1% 12.9% 10.8%

Improved communication with taxpayers at the audit and review stage contributed to the lower objection rate 
in 2012–13. We received 27% less objections in 2012–13 than in 2011–12. This compares to the increasing 
trend in objections received in the three preceding years.

NOTES:

(a)  This excludes refund work.

(b)  Additional planned work undertaken through the provision of funding in the 2010 Budget for the ‘Working together 
to improve voluntary compliance’ program has resulted in high audit coverage figures since 2010–11. 

TABLE 2: Compliance outcomes (continued)
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TABLE 3: Cost-effective administration

KEY OUTCOME MEASURE 2010–11 2011–12 2012–13

Core indicators        

1. Cost 
effectiveness

Cost as a % of revenue 
International benchmark (2007) 
Average 1.22, range 0.82 to 1.53

 
 

1.43%

  
 

1.51%

  
 

1.47%

%

0.0

0.5

1.0

1.5

2.0

2012–132011–122010–11

The cost of GST administration has increased since the ‘Working together to improve voluntary compliance’ 
program. However, cost as a percentage of revenue has remained relatively stable. In 2012–13 the 
percentage was 1.47%, therefore, for each $100 we collect, it costs $1.47.

Cost per registrant  
International benchmark (2007) 
Average $410, range $157 to $527

 
 

$238

  
 

$254

 
 

$262

$
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The calculation is based on total administration costs divided by the total registered active GST client base. 
The ‘Working together to improve voluntary compliance’ program additional funding in 2010–11, 2011–12 
and 2012–13 has increased GST administration costs and is affecting GST cost per registrant. The decrease 
in the number of GST registrants from 2011–12 has also had an impact.

2.  Operational and 
cost management

Variation of GST administration 
costs from agreed estimate (total 
admin estimate)

  
‑0.9% 

($666.6m)

  
2.0% 

($683.2m)

  
‑1.6% 

($694.4m)

Compliance costs as a % of total 
admin costs

43.4% 43.9% 41.8% %
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The decrease in the proportion of compliance costs to total administration costs is attributable to higher 
investment on debt collection activities in 2012–13.

Supplementary 
indicators

Business activity statement processing 
– refunds issued within 14 days

 
98%

 
 98%

 
 99%

Objections to assessments  
– response within 56 days

  
94%

 
 97%

 
97%

Written technical advice(b)  
– response to general correspondence 
in 28 days  
– response to private rulings in 28 days

 
 

93% 
92%

 
 

85% 
94%

 
 

93% 
97%

Notwithstanding a 9% increase in general correspondence enquiries received, the improved results for 
2012–13 for general correspondence and private rulings are attributable to the implementation of improved 
processes and case monitoring models.

Informal review of GST private rulings 
– response within 28 days

 
94%

  
N/A

 
N/A

Since 1 July 2010, taxpayers have had access to objection rights which effectively ended the need for this product.
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KEY OUTCOME MEASURE 2010–11 2011–12 2012–13

Telephone general enquiry service  
– calls answered within five minutes

  
81%

  
84%

 
81%

Business activity lodgment method 
– % of activity statements lodged 
electronically  
overall 
monthly remitters 
quarterly remitters 
annual remitters

 
 
 

53.9% 
49.3% 
54.5% 
63.1%

 
 
 

56.5% 
51.9% 
57.0% 
66.1%

 
 
 

58.9% 
54.7% 
59.3% 
67.4%

Correctness of technical advice 
% of cases that passed

 
98%

 
93%

 
100%

The improved results for correctness reflects a continued focus on this aspect of the quality of advice 
provided.

Registrations  
– new registrations processed within 
28 days

  
 

98%

  
 

98%

  
 

90%
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TABLE 4: Australian Customs and Border Protection Service (ACBPS)

KEY OUTCOME MEASURE 2010–11 2011–12 2012–13

1.  Management of GST 
revenue collection

(a) GST liability assessed $22.91b $25.56b $26.00b

(b) GST collected $3.02b $3.16b $3.15b

2. Maintain compliance (a) Active compliance costs $21.2m $17.6m $19.3m

ACBPS pre‑clearance intervention (PCI) and post‑transaction verification (PTV) functions are key treatments for a wide range of border risks, including 
revenue leakage. Revenue leakage can occur through undervaluation, misclassification and non‑declaration of goods, false claims for GST exemptions, 
preferential treatment under free trade agreements and duty refunds and concessions.

(b)  Compliance coverage – imports 33.6% 9.9% 6.3%

(c)  Compliance coverage – exports 17.0% 8.3% 2.2%

ACBPS recently identified a data integrity issue, involving the unintended compounding of customs value of goods (CVAL) in the compliance coverage 
figure. They rectified the compounding issue for the financial year 2012–13 but have no capacity to correct data from previous financial years. Therefore, 
it is not meaningful to compare compliance coverage in 2012–13 with coverage figures in previous financial years.

(d)  Audit coverage  
– tourist refund scheme

100% 100% 100%

(e)  Tourist refund scheme 
claims rejected

1.4% 3.0% 3.1%

ACBPS conducted a campaign in 2012 that examined abuse of the tourist refund scheme (TRS), particularly through the re‑importation of goods 
on which a GST refund had been paid. The campaign identified a high rate of offence amongst the sampled returning passengers. Higher degrees 
of scrutiny, clear and improved advice to travellers on their rights and obligations under the scheme, and an active alerts process is now in place to 
mitigate this risk to revenue.

(f)  GST adjustments – underpaid 
GST revenue

$47.7m $27.3m $151.5m

In 2012–13, ACBPS compliance activities identified a total of $151.5 million in GST understatements. This is an increase of $124.1 million over 
2011–12. Even if we remove two significant 2012–13 outliers (understatements of $82 million and $23 million), there is an increase of approximately 
$19 million over the 2011–12 financial year. This increase can be attributed in part to the tougher stance on non‑compliant behaviour and better targeting.

(g)  GST adjustments  
– rejected tourist 
refund scheme claims

$0.8m $2.5m $3.4m

(h) Total GST adjustments $48.5m $29.8m $154.9m

(i)  Active compliance yield 2.28:1 1.69:1 8.00:1
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KEY OUTCOME MEASURE 2010–11 2011–12 2012–13

3. Cost-effective administration (a)  Costs of import processing $20.2m $22.3m $20.9m

(b)  Costs of export processing $0.5m $0.5m $0.3m

(c)  Costs of import and export 
compliance

$21.2m $17.6m $19.3m

(d)  Costs of administering the 
tourist refund scheme

$13.4m $14.4m $13.4m

(e) Total costs $55.3m $54.8m $54.0m

(f)  Import declarations processed 3.5m 3.6m 3.6m

(g)  Export declarations processed 1.3m 1.3m 1.2m

(h)  Total tourist refund scheme 
claims processed

477,043 537,058 581,317

TRS claims processing focuses on compliance, influenced by the number of claims lodged rather than their value. The growth in the number of claims 
processed is due in part to increasing numbers of departing passengers – rising at approximately 5% each year. Take‑up of the scheme is, however, 
influenced by other factors such as exchange rates and the types of goods available in Australia at the time. The TRS take‑up rate, based on the 
number of claims processed, is growing faster than the rate of departing passenger movements, rising approximately 8% in 2012–13 over 2011–12, 
and by 41% over the previous six financial years. The value of refunds increased by 16% between 2011–12 and 2012–13.

ACBPS is experiencing significantly increased workloads for officers when processing TRS claims following the recent changes to TRS regulations. 
The greater number of receipts being presented within a claim, and the longer period for which purchases are eligible, means increased time spent 
with each client, resulting in longer wait periods and increased traveller queuing.

(i)  Total costs as a % of total GST 
liability assessed

0.2% 0.2% 0.2%

(j)  Total costs as a % of total GST 
collected

1.8% 1.7% 1.7%

NOTES:

 2012–13 values are preliminary and subject to revision and finalisation of the 2012–13 financial statements and Australian National Audit Office (ANAO) special purpose 
audit review. Final values for the full year will be reported in the ACBPS 2012–13 annual report.

 ACBPS has finalised a review of the costing methodology used in developing import processing charge (IPC)/GST costs. This review occurs every two years and has 
resulted in minor refinements to the methodology and some changes to the 2010–11, 2011–12 and 2012–13 results. Some prior year figures may therefore differ from 
those previously published.

TABLE 4: Australian Customs and Border Protection Service (ACBPS) (continued)
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SCHEDULE B: GST BUDGET AND ADMINISTRATION ACTIVITIES

TABLE 5: Actual, estimated and projected budgets

Expenditure by program deliverable – $m
2011–12 

Actual
2012–13 

Actual
2013–14 

Estimated
2014–15 

Projected

1.2 Design and build administrative solutions 34.6 37.3 36.6 38.6

1.4 Legal services 16.5 18.2 16.6 13.2

1.5 Law assurance 4.9 5.0 5.0 4.2

2.1 Registrations 19.5 14.6 15.7 16.5

2.2 Processing and accounts 62.0 62.2 61.5 64.7

2.3 Customer contact 37.7 33.3 33.0 35.0

2.4 Debt collection 90.6 99.7 100.1 102.0

3.1 Marketing and communication 11.7 13.9 13.8 15.8

3.2 Interpretative assistance 47.4 57.8 57.2 59.6

3.4 Active compliance – ATO 265.7 255.6 252.8 258.8

3.4  Active compliance – Australian Customs and Border Protection 
Service

54.1 53.0 53.2 53.6

3.5 Compliance intelligence and risk management 40.2 38.9 38.5 38.3

E1.5 Issues management and support to scrutineers 12.2 15.8 14.6 14.8

Total GST administration expenditure* 697.0 705.3 698.6 715.0

NOTES:

 Actual GST administration costs for 2012–13 are preliminary results. The costs are subject to an ANAO special purpose audit which is expected to commence 
in October 2013 and be completed by December 2013.

 The 2013–14 estimated expenditure and 2014–15 projected expenditure against each program deliverable has been based on the actual expenditure against 
each deliverable for 2012–13 and may change.

* Totals may differ from the sum of components due to rounding. At 30 August 2013.
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SCHEDULE C: MONITORING AND REVIEW ARRANGEMENTS
REPORTING ARRANGEMENTS
All reporting obligations to the GST administration 
subcommittee (GSTAS) through the GST policy and 
administration subgroup (GPAS) have been met.

The following reports were provided to GPAS during 2012–13:
n GST administration 2011–12 annual performance report
n GST administration September quarter performance report
n GST administration mid-year performance report
n GST administration March quarter performance report.

We continued to have monthly ATO GST Product Committee 
meetings chaired by the Deputy Commissioner of Indirect 
Tax and attended by the States and Territories’ representative. 
The purpose of those meetings was to monitor the performance 
and conformance of the GST product. The Committee will meet 
bi‑monthly during 2013–14.

ATO CORPORATE SURVEYS
In 2012–13 we conducted a suite of research to find out 
what the community, business and tax practitioners think 
about us and how we administer the tax system. Survey 
results are published on ato.gov.au

ATO professionalism survey
We conducted a professionalism survey during the year 
to evaluate ATO employees’ level of professionalism as 
perceived by taxpayers who had an interaction with us in the 
previous six months. The aim of the survey was to monitor 
the perceptions of taxpayers, business and tax practitioners 
of the level of professionalism of our staff in administering the 
tax system and identify improvements to inform training and 
development needs. The survey included GST compliance and 
refund integrity activities. The GST results were well above ATO 
benchmark scores. The May 2013 ATO professionalism survey 
was the last iteration of this survey.

Tax practitioner research
We remain committed to providing quality service to registered 
tax and business activity statement (BAS) agents and regularly 
undertake qualitative and quantitative research into the 
tax practitioner environment. The purpose of the 2013 tax 
practitioner survey was to assist us in understanding and 
shaping our relationship and engagement with tax agents 
and BAS agents. The research included a focus on how tax 
practitioners interact with their clients when lodging BAS on their 
behalf. The results enabled us to target areas for improvement.

Micro business perceptions survey
The overall aim of the micro business perceptions survey 
(MPS) was to monitor micro enterprises’ perceptions of us 
and our administration of the tax system. One of the survey’s 
components looked at GST specific obligations around BAS. 
The tenth MPS was based on an online survey conducted 
nationally in December 2012 among a sample of 508 
Australian micro businesses.

GST compliance program research
The intent of the GST compliance program is to deter fraud 
and evasion, and help people understand the heightened risks 
which accompany deliberate non‑compliance. In 2011 we 
commissioned a major program of research to be conducted 
over the initial four year life of the program, to inform, support 
and monitor the program’s effectiveness. Phase three of the 
research was conducted during 2012–13 and results are 
at table 6 on page 42. The research included attitudes and 
behaviours underpinning compliance and barriers to compliance 
to enable us to better administer GST. The research found the 
majority of businesses continue to be confident about meeting 
their GST obligations.

INDEPENDENT REVIEWS OF GST
The Australian National Audit Office (ANAO) undertook an audit 
of Management and Reporting of Goods and Services Tax 
and Fringe Benefits Tax Information. The ANAO made three 
recommendations around data extraction and the ATO agreed 
to all three recommendations. We continue to implement 
changes stemming from the Inspector‑General of Taxation’s 
review of our use of small business benchmarks to target the 
cash economy.

AUDIT ARRANGEMENTS
The costs of administering the GST are subject to independent 
audit by the ANAO. The ANAO is currently undertaking the 
special purpose audit of GST costs and systems for 2012–13. 
The ANAO is expected to complete this audit by the end of 
December 2013. In auditing our costs of GST administration, all 
previous audits have resulted in the ANAO issuing an unmodified 
audit opinion.

http://www.anao.gov.au/Publications/Audit-Reports/2012-2013/Management-and-Reporting-of-Goods-and-Services-Tax-and-Fringe-Benefits-Tax-Information
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SCHEDULE D: 2010 BUDGET MEASURE FOR GST COMPLIANCE
‘Working together to improve voluntary compliance’ program

TABLE 6: Compliance results from Budget measure (years 1–4)

Quadrants

2010–11 
Planned 

$m

2010–11 
Actual 

$m

2011–12 
Planned 

$m

2011–12 
Actual 

$m

2012–13 
Planned 

$m

2012–13 
Actual 

$m

2013–14 
Planned 

$m

1  Working together in defending 
our citizens’ tax system against 
organised attacks and fraud

$62.6 $65.7 $127.1 $140.4 $166.6 $96.6 $166.6

2  Promoting a level playing field for 
Australian business and investors

$21.5 $20.7 $62.0 $72.1 $77.0 $69.8 $78.6

3  Supporting citizens in their tax system $164.6 $204.9 $213.3 $259.2 $206.2 $283.6 $172.2

Sub-total $248.7 $291.3 $402.4 $471.7 $449.8 $450.1 $417.4

4  Paying your fair share of tax – 
a hallmark of good citizenship

$56.5 $150.8 $86.8 $418.0 $91.0 $406.8 $91.0

Total $305.2 $442.1 $489.2 $889.7 $540.8 $856.9 $508.4

NOTES:

 Totals may differ from the sum of components due to rounding. 
Quadrants 1–3: end year plan and actual figures are represented in liabilities raised as a result of audit activity. 
Quadrant 4: end plan figures are represented in cash collections as a result of debt collection activity.

 In 2012–13 we raised $450.1 million in GST liabilities and recovered $406.8 million in GST collections. This exceeded planned results by $0.3 million and $315.8 million respectively.

GST COMPLIANCE PROGRAM OUTCOMES TO DATE
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FEATURE: THE GST TAX GAP
DEFINITION
The GST tax gap is the difference between the actual tax liability 
reported to us, or that we raise, and the tax liability that should 
be reported. This means tax that would be reported assuming 
that all businesses and individuals fully complied with their tax 
reporting obligations. 

The tax gap is an estimate of the level of theoretical tax losses 
through non‑reporting of tax by businesses through a failure 
to register or failure to lodge returns, net under‑reporting of 
tax obligations or over‑claiming of refunds.

APPROACH
We use an economic benchmark approach to determine the 
tax gap by comparing the difference between theoretical GST 

liabilities as reported by external data sources such as the 
Australian Bureau of Statistics national accounts, and actual 
GST liabilities.

TREND
The estimated GST tax gap for 2010–11 was 5.4% of accrual 
revenue or $2.5 billion. This result is in line with the 2008–10 
GST tax gap estimate. The GST tax gap analysis is most useful 
when viewed on a trend basis rather than as an absolute 
measure. The GST tax gap has trended downwards since the 
introduction of the GST from 8.9% in 2001–02 to 5.4% of GST 
revenue in 2010–11. We attribute this trend partially to improved 
compliance levels being maintained over time, though transitional 
measures associated with the introduction of the GST may have 
contributed to a larger GST tax gap in earlier years.

FIGURE 1: GST tax gap concept diagram
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G
S

T

 Theoretical GST liability 
(Expected GST accrual revenue in a period based on external consumption data)

Calculate 
tax gap 
estimate

Interpret tax 
gap result

Assess 
trends at 
segment 
and 
industry 
level

Active 
compliance 
results 
analysis

To
p

-d
ow

n 
an

al
ys

is
B

o
tt

o
m

-u
p

 (s
up

p
le

m
en

ta
ry

) 
an

al
ys

is

 GST revenue 
(GST accrual revenue in period based on BAS statement outcomes)

Compliance with letter and spirit of law Non-compliance (unintentional to deliberate)

Voluntary compliance GST revenue in 
period

Enforced GST liabilities 
raised

GST not 
reported

 Gross tax gap 

 Net tax gap 

S
o

ur
ce

s GST lodged and reported in period

(The impact of deterrent, education and other 
enabling activities employed by the ATO are 
included)

GST liabilities from 
active compliance and 
enforcement activities

GST not 
reported

Ta
xp

ay
er

 
b

eh
av

io
ur

s

■n Registered for GST
■n Lodgment
■n Correct reporting
■n Payment of GST liability 
(for GST tax gap including debt)

■n Unintentional errors
■n Fraud/evasion
■n Illegal activities
■n Avoidance
■n Under‑reporting of 
GST sales
■n Over claiming refunds

■n Non and late 
lodgment
■n Non‑registration
■n Tax avoidance 
schemes
■n Inforrectly claiming 
GST concessions



 PERFORMANCE OUTCOME MEASURES

GST ADMINISTRATION ANNUAL PERFORMANCE REPORT 2012–13 17

FIGURE 2: GST tax gap 2001–02 to 2010–11
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FIGURE 3: Impact of compliance action on the GST 
tax gap 2001–02 to 2010–11
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FIGURE 4: International VAT gap comparison

VA
T

 g
ap

 a
s 

a 
p

er
ce

nt
ag

e
o

f 
th

eo
re

tic
al

 V
AT

 li
ab

ili
ty

0

5

10

15

20

25

30

35

Gree
ce

Slov
ak

ia

Hun
ga

ry
La

tvi
a

Lit
hu

an
iaIta

ly

Cze
ch

 R
ep

ub
lic

Aus
triaUK

Malt
a

Belg
ium

Germ
an

y

Esto
nia

Pola
nd

Fr
an

ce

Aus
tra

lia
 

Fin
lan

d

Slov
en

ia 

Por
tug

al

Den
mark

Swed
en

Neth
erl

an
ds

Ire
lan

d 

Spa
in

Lu
xe

mbo
ur

g

Average 11.5

Source: European Commission ‘Study to quantify and analyse the VAT gap in the EU-25 Member States’
(Reckon LLP, September 2009) and UKs ‘HRMC Measuring Tax Gaps’ November 2011.

TABLE 1: GST tax gap 2001–02 to 2010–11

Quadrants
2001–02 

$m
2002–03 

$m
2003–04 

$m
2004–05 

$m
2005–06 

$m
2006–07 

$m
2007–08 

$m
2008–10 

$m(a)
2010–11 

$m

Estimated 
GST gap 
excluding debt

2,510 2,588 2,243 2,596 2,035 2,295 2,975 2,335 2,520

GST active 
compliance 
results – gross

220 907 1,139 1,286 1,484 1,480 1,708 2,177 2,777

(a) Data average over two years due to data issues arising from the global financial crisis. GST active compliance liabilities raised were $2,148 million in 2008–09 and 
$2,205 million in 2009–10.

Our compliance activities play an important role in underpinning 
compliance levels over time. Without our compliance activities, 
the tax gap would have grown from 5.4% to approximately 
12% for 2010–11 as a percentage of revenue.

In addition we estimate 95% of 2010–11 theoretical accrual 
revenue has been accounted for. This can be split between 
indirect and direct compliance:
n 90% revenue lodged and reported without direct compliance 

interventions
n 5% forced compliance through ATO active compliance 

interventions 
n 5% accrual GST tax gap of theoretical revenue base.
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COMPLIANCE ACTION TO CONTAIN THE GST TAX GAP
We seek to contain the gap, taking action to influence taxpayers’ behaviour which is built around the compliance pillars: 
correct reporting, lodgment compliance, registration and payment compliance.

Compliance 
pillars
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Taxpayer evades their 
obligations through 
deliberate non-compliance 
or fraud. 

Taxpayer deliberately 
under reports or omits 
income to evade their 
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Taxpayer not meeting 
their business activity 
statement lodgment 
obligations.

Taxpayer not engaging 
with the GST system 
correctly.

Taxpayer not willing, or 
doesn’t have the ability 
to, pay their GST debt.

Refund integrity

We aim to help and educate those who inadvertently make a mistake and take stronger action 
with those who deliberately flout the law. In order to detect and treat errors and possible 
fraudulent activity we analysed data and third party information to select 47,912 BAS for 
verification during 2012–13 that raised $401.2 million in liabilities.

Incorrect reporting

We educate and encourage taxpayers to maintain and update their systems and processes 
through self‑review and to make voluntary disclosures where errors are found.

We completed 6,818 cases that raised $414.2 million in GST liabilities. 

Serious evasion

We focus on entities that attempt to obtain financial benefits by abusing the GST system. 
We verify the information taxpayers provide with third parties, including suppliers, customers 
and banks and issue default assessments to taxpayers that persistently fail to lodge activity 
statements.

We undertook 425 audit cases that raised $75.6 million in GST liabilities. 

Cash economy

We use increasingly sophisticated risk models, industry comparisons, data‑matching, 
community information and new approaches to audit in order to identify businesses who may 
be doing the wrong thing and create a level playing field for those doing the right thing. Our 
approach includes writing to lower risk taxpayers to encourage them to review the information 
we have on our records, and phone discussions around specific issues and audits.

We completed over 84,000 activities that raised $61.4 million in GST liabilities. 

Lodgment compliance

We use data‑matching and risk profiling to identify companies, trusts, partnerships and 
controlling individuals that appear to be using non‑lodgment or partial lodgment as a means 
of circumventing our compliance programs.

We issued approximately 1.8 million activity statements to GST registered taxpayers each 
quarter and another 140,000 were issued monthly. 

Registration check

When certain risk indicators are present, we review GST registration applications to ensure 
that new registrants are legitimately in the system and are aware of their responsibilities. 
Where necessary, we call businesses to verify the nature of their enterprise and to ensure 
they are who they claim to be.

Debt collection

We support viable businesses willing to work with us and are firm but fair with those businesses 
that do not work with us. We launched the Business viability assessment tool to provide 
practical assistance to businesses. GST collectable debt grew in 2012–13 to $3.57 billion 
which reflects the difficulties of collecting debt in the current economic environment. 

Taxpayer behaviour Our approach
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02
ADMINISTRATION EXPENDITURE

REPORTING

GST administration expenditure for 2012–13 was $705.3 million. 
This represents a variation of $10.9 million or 1.6% against the 
2012–13 administration budget of $694.4 million.

Both the actual 2012–13 GST administration expenditure 
and the 2012–13 Schedule B estimate include the additional 
funding provided for the ‘Working together to improve voluntary 
compliance’ program that commenced in 2010–11. In 2012–13 
this funding represented an additional $90.7 million.

The main variance between the actual result for 2012–13 and 
the Schedule B estimate was in legal services expenses which 
was $5.3 million over the estimate. 

The increase in legal services expenses largely came about 
from an increase in litigation work over 2012–13 as well as an 
under‑estimation of the budget for legal services. As discussed 
on page 44 of this report, there has been a 38% increase in 
GST litigation matters completed over 2012–13 compared 
with 2011–12. 

FIGURE 5: Comparison of GST administration costs from 
2006–07 to 2012–13
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TABLE 2: Actual GST administration costs 2012–13

Expenditure by program  
deliverable – $m

2011–12 
Actual

2012–13 
Actual

2012–13 
Schedule B plan

Variance  
$

Variance  
%

1.2 Design and build administrative solutions 34.6 37.3 38.4 1.1 2.9

1.4 Legal services 16.5 18.2 12.9 -5.3 -41.1

1.5 Law assurance 4.9 5.0 4.1 -0.9 -21.8

2.1 Registrations 19.5 14.6 14.3 -0.3 -2.4

2.2 Processing and accounts 62.0 62.2 62.5 0.3 0.5

2.3 Customer contact 37.7 33.3 33.1 -0.2 -0.7

2.4 Debt collection 90.6 99.7 98.8 -0.9 -0.9

3.1 Marketing and communication 11.7 13.9 14.3 0.4 2.6

3.2 Interpretative assistance 47.4 57.8 57.9 0.1 0.2

3.4 Active compliance – ATO 265.7 255.6 253.1 -2.5 -1.0

3.4  Active compliance – Australian Customs and 
Border Protection Service

54.1 53.0 52.9 -0.1 -0.2

3.5  Compliance intelligence and risk management 40.2 38.9 37.4 -1.5 -4.0

E1.5  Issues management and support to scrutineers 12.2 15.8 14.7 -1.1 -7.5

Total GST administration expenditure 697.0 705.3 694.4 -10.9 -1.6

NOTES:

 Actual GST administration costs for 2012–13 are preliminary results. The costs will be subject to a special purpose ANAO audit which is expected to commence 
in October 2013 and be completed by December 2013.

 Totals may differ from the sum of components due to rounding.
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REVENUE
The net GST cash outcome was $48.1 billion1 in the 2012–13 
financial year (including net collections by ACBPS of $3.0 
billion2). This was 0.3% (or $139 million) below the May 2012 
Budget estimate of $48.2 billion but 0.8% ($361 million) 
above the revised May 2013 Budget estimate of $47.7 billion.

The gap between net GST accruals (on a tax liability method 
basis (TLM)3) and cash collections was $1.4 billion. Gross 
GST debt was the most significant component of this gap. 
The estimated total statement outcome for the June 2012 
to May 2013 BAS (excluding GST collected by ACBPS) 
was $45.5 billion.

The 2012–13 Budget cash estimate was $48.2 billion. The 
forecast was increased by $50 million at the mid‑year economic 
and fiscal outlook, primarily due to the introduction of a new 
policy proposal for tax compliance and maintaining the integrity 
of the tax and superannuation systems.

In the 2013–14 Budget, the cash estimate was reduced by 
$550 million to $47.7 billion due to weaker than expected net 
GST collections and a weaker consumption forecast for the

1 Preliminary cash and TLM outcomes pending release of the Financial Budget 
Outcome 2012–13. Outcomes exclude non‑general interest charge penalties.

2 Net ACBPS collections include refunds issued under the TRS.

3 TLM is defined as being the earlier of the cash payment being received or the 
associated liability being recognised.

June 2013 quarter. The final cash collections outcome for 
2012–13 was $361 million higher than the May 2013 Budget 
estimate. The higher than expected outcome was partly 
attributable to lower than expected refunds.

TABLE 3: GST revenue collected including GST collected 
by ACBPS

Net GST cash 
collections  

$b

Net GST  
accrued (TLM)  

$b

2012–13 48.1 49.5

2011–12 46.0 48.3

Figure 6 shows the annual change in total net GST by industry 
for the June to May statements. Net GST increased by a 
greater amount in 2012–13 than in 2011–12 in the finance and 
insurance services; health; rental, hiring and real estate services; 
and retail trade industries. Refunds to the mining industry were 
significantly lower in 2012–13.

FIGURE 6: Annual change in net GST by industry (June to May statements)

$m

2012–132011–12

-4,000

-3,000

-2,000

-1,000

0

1,000

2,000

3,000

Othe
r

W
ho

les
ale

Reta
il

Ren
tal

,

hir
ing

 &

rea
l e

sta
te

se
rvi

ce
s

Pro
fes

sio
na

l,

sc
ien

tifi
c &

tec
hn

ica
l

se
rvi

ce
s

Pub
lic

ad
mini

ns
tra

tio
n

& sa
fet

yMini
ng

Man
ufa

ctu
rin

g

Hea
lth

Fin
an

ce
 &

ins
ur

an
ce

se
rvi

ce
s

Con
str

uc
tio

n

NOTES:  ‘Other’ includes accommodation and food; agriculture; arts and recreational; administrative and support; information and media; education; electricity, gas and water; 
other services; transport, postal and warehousing; and unknown.



02 REPORTING

GST ADMINISTRATION ANNUAL PERFORMANCE REPORT 2012–13 21

DEBT
In 2012–13 our GST debt collection performance improved 
with collections resulting from our debt collection actions 
up 15.2% compared with 2011–12. However, this was not 
sufficient to fully offset the 16.3% year‑on‑year increase 
in activity statement collectable debt inflow, resulting in 
a 2.5% year‑on‑year increase in GST collectable debt. 

At 30 June 2013, we estimated collectable debt to be 
$3.57 billion and total GST debt to be $4.82 billion. 
Collectable debt is debt that is not subject to objection 
or appeal or to some form of insolvency administration.

The main factor underlying the increase in GST collectable 
debt was the continued adverse impact of the economic 
environment on taxpayers’ capacity and willingness to 
pay their tax obligations. 

The immediate impacts of the economic environment 
included weaker cash flow as a result of declining sales 
and trade debtors taking longer to pay. These impacts, 
which are particularly significant in the micro business 
and small to medium enterprise market segments, 
as well as the construction and related industries, 
ultimately affected the viability of some businesses.

Our approach to managing these impacts was to maintain 
support for viable businesses willing to work with us while being 
firm but fair with those businesses that did not work with us 
or were not viable. We also continued to enhance our use of 
business viability assessments to support our decision‑making 
and, on 4 December 2012, we launched the Business viability 
assessment tool on ato.gov.au The tool considers a range 
of information that is linked to the financial performance 
and position of the business including the ability to pay its 
outstanding debts, while meeting its ongoing commitments 
to creditors.

The increase in the value of activity statement (including GST) 
debt non‑pursuit relates to debts which are irrecoverable at 
law. Irrecoverable debts are mainly limited to circumstances 
associated with insolvency. Debts determined to be 
irrecoverable at law in a particular financial year may relate 
to insolvencies that commenced in a prior financial year.

There has been a slight decrease in the value of activity 
statement (including GST) debt that we have decided 
not to pursue because it is uneconomical to do so. 

FIGURE 7: GST collectable debt by top five industry groups
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FIGURE 8: GST collectable debt by market segment

LargeMicro

Small to medium enterprises Not-for-profit

Individual

2011–12 2012–13

71% 70%

21%22%

5% 6%

http://www.ato.gov.au/Calculators-and-tools/Business-viability-assessment-tool/
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FIGURE 9: Estimated collectable GST debt comparison 2010–11 to 2012–13
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FIGURE 10: GST rolling collectable debt growth from 2007–08 to 2012–13
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Rolling 12 month collectable GST debt growth plus GST debts that are irrecoverable at law or uneconomical to pursue
(over the same 12 months)

Rolling 12 month collectable GST debt growth

In 2013–14, we will continue to refine our debt collection 
strategies to improve the timeliness and effectiveness of 
our intervention on GST debt cases. We will particularly 
focus on the micro business and small to medium enterprise 
market segments.
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REGISTRATIONS AND PROCESSING
KEY STATISTICS
n We registered 260,717 new GST accounts in 2012–13.
n There were 2,690,747 active GST accounts at 30 June 2013.
n We processed 9,994,618 original BAS.
n We banked 12.3 million BAS‑related payments with a value 

of $240.91 billion.

The total population of active GST registrations decreased 
by 1.2% compared with 2011–12. At 30 June 2013 there 
were 2,690,747 active GST accounts. We registered 260,717 
new GST accounts in 2012–13 and cancelled 264,402. 

In 2012–13, we banked 12.3 million BAS‑related payments 
with a value of $240.91 billion (including non‑GST amounts 
from BAS). This was an increase of 1.9% in the number of 
payments received in 2011–12.

We issued 1,960,300 original BAS refunds with a value of 
$55.31 billion. We processed 99.2% of BAS refunds within 
14 days, up 1.3% compared with 2011–12. We paid $4.7 
million in interest on delayed refunds, a decrease of 70.4% 
compared with 2011–12. In 2012–13, we sent out 10,996,934 
original BAS, down 1.7% compared with 2011–12, and 
processed 9,994,618 original BAS, down 1.1% on 2011–12.

The simplified BAS options were used by 9.3% of GST 
registrants. Of these, 3.1% used the ‘streamlined’ option 
and 6.2% used the ‘instalment’ option.

For 2012–13, 226,653 businesses chose to report annually, a 
decrease of 3.6% on 2011–12. At 30 June 2013, the electronic 
lodgment rate for all original BAS received was 58.9%.

The deferred GST (DGST) scheme is a Government initiative 
which allows registered importers to defer payment of GST 
on imported goods until the 21st day of the following calendar 
month. Approval is only granted if the importer has a history 
of good compliance, lodges a monthly BAS via the internet, 
and pays BAS net amounts electronically. We approved 1,034 
deferred GST registrations, up 0.2% compared with 2011–12, 
and we refused 174. In 2012–13, 10,678 taxpayers registered 
to defer GST. Of those, 7,011 deferred in June 2013 with 
associated revenue of $1.8 billion. A total of $22.98 billion 
in GST was deferred at 30 June 2013, up 1.8% compared 
with 2011–12.

FIGURE 11: GST registration and processing statistic 
comparison 2010–11 to 2012–13
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03
RISK MANAGEMENT AND COMPLIANCE

SUMMARY
Our risk management approach to compliance in 2012–13, 
outlined in the ATO Compliance program, highlights what 
we are doing to manage our key activities and focus areas 
in relation to GST risks. 

We undertook a broad range of compliance activities during 
2012–13 including supporting and educating those willing 
to do the right thing and using the full force of the law on 
those who deliberately chose to avoid their obligations.

n GST collections from our compliance activities to 
30 June 2013 were approximately $1.91 billion.

n GST compliance program third year funding resulted 
in $672.9 million in GST cash collections.

n In 2012–13, 91.3% of monthly BAS (91.1% in 2011–12) 
and 87.3% of quarterly BAS (87.0% in 2011–12) were 
lodged.

n In 2012–13, on time lodgment for monthly BAS was 
80.0% (79.7% in 2011–12) and 75.8% of quarterly 
BAS (75.7% in 2011–12) were lodged.

n The ACBPS collected $3.15 billion in gross GST 
and deferred $22.85 billion GST on imported goods.

TABLE 4: Compliance adjustments (liabilities) raised by 
market segment in 2012–13

Market 
segment

GST 
liabilities 

raised 
$m

Tax cash 
collections 

$m

Taxpayer 
contact 

case 
numbers

Large 322 317 9,583

Small and 
medium 
enterprises

716 556 140,205

Micro 1,139 935 2,488,132

Government 60 61 9,317

Not-for-profit 37 35 57,144

Individual 4 2 14,528

Total 2,277 1,907 2,718,909

FIGURE 12: GST liabilities raised by market segment
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FIGURE 13: GST cash collections raised by market segment
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CONFORMANCE

http://www.ato.gov.au/Print-publications/Compliance-program-2012-13/
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FIGURE 14: Taxpayer contact cases by market segment

Not-for-profit
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IndividualSmall to medium enterprises

Government

2011–12 2012–13
92%90%
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OUR APPROACH
We applied an evidence‑based approach to the identification 
and treatment of GST compliance risks. We sought to develop 
end‑to‑end risk mitigation strategies, apply the relevant 
treatment and balance our help and support with targeted 
compliance approaches. 

Our engagement with other government agencies and industry 
provided a level of scrutiny and overall confidence in the integrity 
of the GST product.

During the year we improved and enhanced our analytics 
and risk modelling capability, with a particular emphasis on 
the development of new profiling models across a range of 
risks. In addition, we focused on effectiveness measurement 
for key risks and worked to improve the voluntary compliance 
program through using econometric approaches to determine 
the effectiveness of our activities. Notably, our work on tax gap 
measurement received positive attention and demonstrated 
our transparency. 

Our client relationship management strategy as a whole 
continued to receive very positive feedback from taxpayers.

NEW RISKS
The GST risk landscape remained relatively stable with the 
most significant risks associated with the inherent nature and 
design of the tax system. The major GST risks continue to be 
disengaged property developers, incorrect reporting, financial 
supplies, real property, refund integrity (including refund fraud) 
and serious evasion. 

We targeted our compliance strategies during 2012–13 to 
encourage people to do the right thing and to make it as 
easy as possible for them to do so.

However, we need to understand changes in the Australian 
economy and the increase in collectable debt levels. We 
also note the increased sophistication of tax crime, mostly 
driven from offshore, and the constant change in behaviour 
of organised crime groups. These inform our risk management 
approaches.
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CONFORMANCE BY MARKET SEGMENTS
WORKING WITH SMALL BUSINESS

Key statistics
During 2012–13, our Small business assistance program 
directly assisted more than 70,600 small businesses through:
n 37,752 lodgment assistance calls
n 6,956 one-on-one visits
n 20,306 participants at seminars, webinars and workshops
n 3,997 outbound assistance calls.

We recognised the many challenges facing small businesses 
in managing their GST and taxation obligations in the current 
economic climate. We continued to work with small businesses 
to improve the accessibility of our information, expand the range 
of support and self-help services, and provide personalised 
programs for businesses that need it. We have also been 
proactive in sourcing small business groups who were at 
risk and offered support to meet their obligations. 

For example, we participated in eight HomeBiz Connect expos 
held in each capital city by the Business Enterprise Centres 
Australia. This initiative was aimed at providing a ‘one stop’ 
shop for home‑based businesses to connect with a range of 
low‑cost (or no‑cost) business advisory services. In addition 
to having a booth at each expo, we presented and participated 
in panel discussions that focused on support options for small 
businesses. Feedback received from more than 700 small 
business operators who attended the event, indicated that 
the information and support products we provided was 
of a very high standard and that participants gained great 
value in having direct access to our staff.

We successfully carried out targeted assistance program 
seminars in the Western Melbourne, Hawkesbury Council 
region, Auburn and Sunshine Coast areas. The goal was 
to raise awareness of the services available to taxpayers by 
providing practical help and assistance to those businesses 
in need. 

Outcomes from the targeted assistance in Western Melbourne 
included: 
n resolving 1,526 lodgments
n conducting around 100 business assistance visits
n receiving 365 registrations to attend seminars and workshops
n reduced debt by $8.06 million by entering into 111 debt 

payment arrangements.

Connections this year with Indigenous Business Australia have 
resulted in the development of an Indigenous business strategy 
including how we can identify, support and improve Indigenous 
businesses. Working with the Department of Human Services 
allowed us to continue to maximise the opportunities of utilising 
their mobile office to reach remote communities.

During the year we produced and released several YouTube 
videos on GST topics such as When to register for GST 
and Don’t get ripped off by tax cheats.

We developed the Record keeping and cash transactions 
best practice guide to support tax practitioners who have 
small business clients at risk of cash economy activity.

Our bi‑monthly Small business newsletter was distributed 
throughout the year to around 830 subscribers. Membership 
increased by 30% this year compared with 2011–12. The 
newsletter (published on ato.gov.au) provides practical 
information on topical issues facing the small business 
community. To promote our assistance activities, we also 
contributed articles to external small business newsletters 
including Franchising, Motor Industry and BAS Agent.

The Commissioner launched Small business assist on 
25 July 2013. This online support tool provides an easy 
pathway for small businesses to access relevant and useful 
information. The tool brings together information from a range 
of sources and covers topics such as: understanding and 
registering for GST, employer obligations and lodging activity 
statements. Small business assist also provides options for 
requesting a call and providing feedback. The tool will continue 
to be developed to deliver enhanced visualisation, interactive 
options and channel escalation features. Initial market testing 
with key business groups has provided a positive response 
to this product.

WORKING WITH MEDIUM BUSINESS

Key statistics
n We completed 140,205 compliance activities raising 

$502 million in GST cash collections. The majority of 
these activities related to refund integrity and incorrect 
reporting risks.

n We raised around $32 million in voluntary disclosures.

The medium market is made up of around 160,000 businesses 
which range from relatively simple single entities to highly 
complex groups. Our strategies for helping medium businesses 
comply with their GST obligations are multi‑faceted and use a 
combination of educational, help and support materials and a 
variety of compliance approaches. Our compliance approaches 
include audit, review and assurance products based on the 
perceived level of risk.

We encourage taxpayers to self‑review their GST obligations 
by providing a range of education and assistance products 
such as checklists and fact sheets.

http://www.ato.gov.au/Business/GST/In-detail/Managing-GST-in-your-business/Video-tips-for-small-business/GST-video-tips/
http://www.ato.gov.au/Business/GST/In-detail/Managing-GST-in-your-business/Video-tips-for-small-business/GST-video-tips/
http://www.ato.gov.au/Business/GST/In-detail/Managing-GST-in-your-business/Video-tips-for-small-business/GST-video-tips/?default=&page=1#When_to_register_for_GST
http://www.ato.gov.au/Business/GST/In-detail/Managing-GST-in-your-business/Video-tips-for-small-business/GST-video-tips/?default=&page=1#Don't_get_ripped_off_by_tax_cheats
http://ato.gov.au/Tax-professionals/Tax-agents/In-detail/Keeping-records/Record-keeping-and-cash-transactions/
http://www.ato.gov.au/Business/Starting-and-running-your-small-business/In-detail/Services-for-small-business/Small-business-newsletter/?default=
http://www.ato.gov.au/Business/Starting-and-running-your-small-business/In-detail/Services-for-small-business/Small-business-assist/
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During the year we released the GST governance and risk 
management guide for small-to-medium enterprises to 
complement the existing large market guide. The guide, 
together with our other education products, offered support 
to taxpayers in correctly reporting their GST obligations and 
in addressing potential issues with their governance and 
tax risk management processes and procedures. The guide 
was well received by the community and tax practitioners 
with more than 17,000 visits to the website since its release.

Using a variety of compliance approaches allows us to 
differentiate how we interact with medium market taxpayers. 
Strategies we used during the year included: 
n a letter campaign targeting medium taxpayers from certain 

industries known for common or related errors, for example 
retail and mining industries (see incorrect reporting on page 31)

n a focus on gathering real‑time intelligence on new and 
current property developer registrants (see phoenix property 
developers on page 34)

n the use of assurance‑based products which require 
taxpayers to self‑review GST issues and advise us of the 
outcome or any errors identified.

During 2012–13 we undertook a small pilot in the medium 
market to enhance our understanding of the compliance 
behaviours of private groups and the benefits of applying 
differentiated treatment strategies.

As part of the pilot, more than 90 compliance activities were 
undertaken resulting in approximately $865,000 in voluntary 
disclosures with a small number of cases being escalated to 
audit. The errors identified from the pilot are one-off mistakes 
and/or misunderstandings of the law rather than any new or 
emerging risks we are yet to identify. This is consistent with 
previous analysis indicating that while medium‑size taxpayers 
have a general understanding of the law, errors are due to the 
incorrect treatment of transactions that occur less frequently 
than their core business transactions.

WORKING WITH LARGE CORPORATES

Key statistics
n In 2012–13 voluntary disclosures in the large market 

stayed relatively stable at $233.6 million compared 
with $235.0 million in 2011–12.

Annual compliance arrangements
n $313 billion in GST transactions (3.4% of large market)
n $18 billion in GST revenue (6.3% of large market).

During 2012–13 we signed two new annual compliance 
arrangements (ACAs) in the mining and defence services 
industries, and renewed one ACA in the banking industry. 

At 30 June 2013 we had 14 ACAs in place with large corporates 
in the mining, banking and finance, government, petroleum, 
energy, aviation and manufacturing industries. 

Four additional ACAs are under negotiation with taxpayers 
from the energy, banking, mining and aviation industries. Once 
signed, they will further increase transactions under assurance 
to around $390 billion.

Risk differentiation framework
The risk differentiation framework (RDF) allows us to better 
utilise compliance resources by matching the intensity of 
our compliance approach to the perceived level of risk. 

Across the large market the RDF categorisation approach 
complements our focus on addressing concerns before 
they become significant issues. Our interaction with the 
large market is underpinned by three key elements: service, 
assurance and enforcement. 

Our service approach is aimed at encouraging and enabling 
taxpayers that are generally considered compliant. These 
approaches are designed to provide certainty and clarity on 
compliance. We maintain this broad level of compliance across 
the market through a variety of activities. 

Our assurance strategies are based on specific case products 
which ensure engagement is at the corporate level. It provides 
a confirmation that taxpayers are meeting their compliance 
obligations in a non‑audit environment.

As an example of being committed to differentiating our 
approach to managing compliance in the large market, we 
introduced workshops as an intensive engagement strategy, 
primarily for large businesses categorised as key taxpayers. 
In 2012–13, as part of this approach, we identified a number 
of large corporate taxpayers to take part in workshops.

These workshops provided confidence that the taxpayers’ 
governance and tax risk management are effective in managing 
their GST risks obligations. This also ensures specific tax risks 
are being managed on a strategic level with controls in place 
to meet the taxpayers’ operational obligations.

Over 25 action plans were developed requiring taxpayers to 
undertake internal reviews or other follow up activity with us.

In addition, the workshops resulted in a number of voluntary 
disclosures totalling approximately $7 million in GST, while 
12% of workshops resulted in further case work.

While enforcement activities such as comprehensive audits 
and reviews in instances of non‑compliance feature less in 
our overall approach, we do undertake this level of intense 
interaction when required.

http://www.ato.gov.au/Business/GST/In-detail/Risk-management-and-compliance/Risk-management-in-your-business/GST-governance-and-risk-management-guide-for-small-to-medium-enterprises/?default=&page=1
http://www.ato.gov.au/Business/GST/In-detail/Risk-management-and-compliance/Risk-management-in-your-business/GST-governance-and-risk-management-guide-for-small-to-medium-enterprises/?default=&page=1
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CASE STUDY – LARGE MARKET GOVERNANCE 
WORKSHOP
The taxpayer was selected for a governance workshop, 
held in March 2013, to provide assurance of their tax 
governance and risk management processes. 

The workshop added value for the taxpayer through 
prompting a review which improved their governance 
processes. This resulted in one large voluntary disclosure 
being made prior to the workshop and one at the workshop.

The taxpayer demonstrated their governance and risk 
management principles and standards, covering their 
strategic and transactional, operational, procedural, 
compliance, financial, market and reputational risk areas. 
These policies were formally documented and copies 
were provided on the day. They set out the policies 
and the role of tax functions in the group. Their BAS 
preparation procedures were demonstrated and copies 
of working papers and exception reports provided. 
However, a $6 million error was detected through post 
BAS reconciliation procedures, and an additional process 
was included to avoid future mistakes.

The governance workshop provided a better understanding 
of their corporate structure as the parent company, located 
overseas, has a number of different operations in Australia. 
A level of satisfaction was obtained that each of the six 
divisions has a separate board of directors, with specialised 
expertise to maintain strong governance. Each of these 
divisions reports to the main board. Each division has its 
own chief financial officer and accountability to the group’s 
risk committee and group’s audit committee.

The tax team also shared information about a current 
systems upgrade. A post implementation review will be 
undertaken at the end of the new system roll out, and 
an agreement was reached to share this with us for further 
assurance. The taxpayer is also considering engaging 
a tax agent to assist them with entering into an ACA. 

The workshop provided us with assurance of the adequacy 
of the taxpayer’s governance and tax risk management 
processes.

GST ADMINISTRATIVE IMPROVEMENTS

Bank Notices Project
On 4 September 2012, the first stage of this pilot project was 
implemented with the issuing of the first electronic notice to a 
major bank using our new information notices and garnishee 
online tool (INGOT). We tested the electronic notice function 
with the current manual notice function. The initial testing 
identified an issue with responses received from the bank. 
The testing was put on hold and recommenced after the 
bank implemented a fix to the issues. 

On 5 March 2013 we commenced the second stage of 
the pilot, the transition to issuing notices to, and receiving 
notice responses from, the bank electronically. 

This stage included: 
n point in time garnishee notices 
n information notices to trace payments made to us 

and payments made by us for payment allocation
n information as part of exercising formal powers in debt 

collection and compliance activity. 

The project remains in pilot as work continues to rectify 
the remaining data integrity issues. 

At 30 June 2013 the tool had issued more than 7,000 
electronic notices:
n 5,676 garnishees ‑ recovering more than $10 million in 

outstanding debt with payments being received on average 
four days after the garnishee issues 

n 407 payment trace information notices – with an average 
response time of 3.1 days

n 963 compliance/debt information notices – with an average 
response time of 2.1 days to provide customer information 
and 11.3 days to provide more complex data and documents.

Conducting transactions electronically increases the efficiency 
of our debt collection activities.
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Computer assisted verification activities in GST
We introduced a computer assisted verification (CAV) capability 
in response to the rapid increase in the use of electronic record 
keeping systems due to the introduction of the GST. Since then, 
the CAV capability has involved specialist officers who: 
n assist auditors to obtain, import, convert and analyse clients’ 

electronic data in GST compliance work
n provide systems analysis support to help risk assess clients’ 

IT systems via an ATO‑developed information systems risk 
assessment (ISRA) tool 

n on-skill auditors in electronic data analysis techniques via 
tailored skilling packages and short‑term auditor rotations 
into the specialist CAV roles.

This latter strategy encourages greater use of CAV by auditors 
to maximise revenue, expedite compliance work and enhance 
client interaction through efficiencies in providing information 
electronically; minimising business disruption and providing 
thorough, accurate findings. An initiative is being explored 
to make publicly available an online interactive version of 
the ISRA tool to enable businesses to self-assess their IT 
systems capability to accurately meet their taxation reporting 
requirements.

The ATO and State and Territory Revenue Offices Compliance 
Committee (ATRO CC) enables joint collaboration in developing 
and supporting our complementary compliance programs. 
As part of a pilot, we assisted the Queensland Office of State 
Revenue in developing the necessary expertise and tool for CAV. 
The pilot was a success. The implementation of CAV continues 
to be rolled out across the various states and territories. Both 
Queensland and New South Wales are achieving excellent 
results and significant time savings as a result of CAV.

CASE STUDY – CAV IN THE FIELD
During an audit of a chain of duty free stores the quantity 
of known export sales obtained from point‑of‑sale (POS) 
equipment and electronic accounting system data appeared 
understated in the BAS. CAV was used to obtain the 
accounting system and POS data to match with export 
sales. A report from docket collection agents (who remove 
sales invoices at the departure section of airports) was also 
matched with the POS data.

Being able to analyse the electronic data recorded in multiple 
accounting systems was key in identifying non‑stated and 
understated sales details. A detailed analysis of the nature 
of other accounting transactions verified sales amounts 
subsequently not reported in the BAS.

The use of CAV enabled the auditor to readily identify and 
prove the case for non-stated and understated sales details 
and under-reported GST. The revenue outcome in all the 
related cases exceeded $8 million.
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High Court’s findings
The Commissioner appealed the decision by the Full Federal 
Court to the High Court. The taxpayer argued that Division 165 
did not operate because the GST benefit was attributable to 
one or more statutory choices available to it under the GST Act. 
Specifically, the ‘going concern’ agreement and/or the margin 
scheme ‘choice’.

The High Court rejected the taxpayer’s argument and 
unanimously ruled that the GST benefit (uplift in the cost base) 
was not attributable to any of the statutory choices used by 
the taxpayer. As such the GST anti‑avoidance provisions 
applied to negate the GST benefit.

GST group

Unit Trend Services – GST 
Group representative

Sale of residential 
development Tower 
2 almost complete as a 
GST‑free going concern

Sale of residential 
development Tower 
3 almost complete as a 
GST‑free going concern

Land 
acquired 
in 1998

No scheme: 
Sale of units 
Tower 1 margin 
is sale price 
less land and 
value as at 
1 July 2000

Third parties

Party C

Scheme: 
Sales of units 
– margin is 
sale price less 
acquisition 
cost from 
Party A

Scheme: 
Sales of units 
– margin is 
sale price less 
acquisition 
cost from 
Party A

Third partiesParty A

Party B

FEATURE: HIGH COURT CONFIRMS GST ANTI‑AVOIDANCE 
PROVISIONS
The High Court handed down a landmark decision on 1 May 2013 
in Commissioner of Taxation v. Unit Trend Services Pty Ltd 
[2013] HCA 16. This was the first time the High Court had ruled 
on Division 165 GST general anti‑avoidance provisions of the 
A New Tax System (Goods and Services Tax) Act 1999 (GST Act). 

What the case was about
The case involved a scheme where two towers of a large 
residential apartment complex development were each sold 
almost complete, as GST‑free going concerns, to two entities 
in the same GST group.

The scheme exhibited similar features to those described 
in Taxpayer Alert TA 2004/7 (Use of the grouping provisions 
and the margin scheme to avoid or reduce the GST on the 
sale of new residential premises).

The matter was initially heard in the Administrative Appeals 
Tribunal (AAT). The AAT found that:
n there was a scheme 
n Unit Trend got a GST benefit from the scheme 
n the dominant purpose was to secure a GST benefit
n the principal effect was achieving the benefit
n the benefit was not attributable to a statutory choice.

Why did this matter
Although the type of GST scheme involved in this case is no 
longer effective due to amendments to the GST Act, the High 
Court’s decision has far reaching impacts for the administration 
of GST.

An adverse decision would have presented a potentially serious 
threat to revenue in relation to any GST, wine equalisation tax, 
luxury car tax or fuel tax credit schemes involving one or more 
statutory choices. 

The decision sends a message to taxpayers and advisers not 
to participate in aggressive schemes. It provides confidence 
that we will challenge these aggressive practices to protect 
the integrity of the GST system.

The taxpayer appealed the decision in the Full Federal Court. 
The majority of the Court overturned one aspect of the AAT 
decision and held that Division 165 did not apply to negate 
the GST benefit obtained by Unit Trend as it was attributable 
to the making by Unit Trend of a statutory choice.

http://www.austlii.edu.au/au/cases/cth/HCA/2013/16.html
http://www.austlii.edu.au/au/cases/cth/HCA/2013/16.html
http://law.ato.gov.au/atolaw/view.htm?docid=TPA/TA20047/NAT/ATO/00001
http://law.ato.gov.au/atolaw/view.htm?docid=TPA/TA20047/NAT/ATO/00001
http://law.ato.gov.au/atolaw/view.htm?docid=TPA/TA20047/NAT/ATO/00001
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CONFORMANCE BY COMPLIANCE RISKS
INCORRECT REPORTING

Key statistics
n We completed 6,818 cases with a strike rate of 65% and 

GST liabilities of $414.2 million.

The incorrect reporting risk (also known as integrity of business 
systems) can be described as the incorrect reporting of net 
GST caused by deficiencies in accounting systems, changes 
in business structures, failure of internal controls to manage 
unusual transactions and human error.

We continued to educate and encourage taxpayers to maintain 
and update their systems and processes through self‑review.

In 2012–13, we addressed this risk with a multi‑faceted 
treatment approach using a combination of compliance 
interaction, assurance, support, education and leveraged 
activities.

We promoted the benefits of strong governance and risk 
management through:
n fact sheets including GST and the integrity of your business 

systems that contained case studies and outlined common 
incorrect reporting errors 

n client relationship managers marketing the GST governance 
and risk management guide for the large business to 
taxpayers in higher risk industries such as financial and 
insurance services, manufacturing, mining, retail trade 
and wholesale trade industries

n a letter campaign targeting more than 3,200 small and 
medium enterprise taxpayers from industries known for 
common or related errors

n governance and risk workshops were held with taxpayers 
that jointly identified and resolved potential issues and risks

n workshops held in some states and territories to identify and 
resolve potential GST obligations issues in government sector 
agencies and develop mitigation strategies

n working with accounting firms on input tax credit estimators 
to ensure their clients were able to correctly attribute GST. 

INTERNATIONAL AND CROSS BORDER

Key statistics
n We completed 149 cases with a strike rate of 69% and 

GST liabilities of $11.3 million.

For the international and cross border risk case selection was 
broadened in 2012–13 to focus on a general import/export risk. 
This allowed us to test compliance with a wider range of cross 
border obligations.

Results of this refocused approach indicated that compliance 
within the large market was generally good. This information 
allowed us to focus less on costly down‑stream activities, 
and more on early intervention activities for specific risk 
elements in the 2013–14 year.

Like many international tax administrations we are considering 
the issue of base erosion and profit shifting and for us, GST 
forms part of this consideration. The Organisation for Economic 
Co-operation and Development has developed an action plan 
to address base erosion and profit shifting which has been 
endorsed by the Committee on Fiscal Affairs and G20 Finance 
Ministers and is the basis of a scoping paper released by 
Treasury in July 2013. The initiative has typically focused on 
corporate tax systems, yet similar erosion has been observed 
in GST/VAT systems.

We also focused on business restructuring, marketing hubs 
and internet-facilitated sales and developed treatments to 
address these potential risks. We identified some manifestations 
of this risk as part of our international and cross border risk 
mitigation work.
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FINANCIAL SUPPLIES

Key statistics
n We completed 330 cases with a strike rate of 88% and GST 

liabilities of $18.4 million.

Consistent with recent years, our strategy to manage the 
financial supplies risk throughout 2012–13 was largely directed 
towards the identification and resolution of technical and 
administrative uncertainty. Taxpayer interaction by way of risk 
workshops and casework played a significant role in informing 
our understanding and assessment of priority areas of risk. 

We conducted 390 cases which included delivery of education 
products and intelligence gathering exercises where no 
verification activities were undertaken. This was an increase 
from the 348 completed in 2011–12.

Changes to the GST financial supplies provisions in relation to 
supplies of hire purchase, the financial acquisitions threshold 
and input tax credits relating to deposit taking, took effect from 
1 July 2013 and resolved areas of past uncertainty. Significantly, 
changes to the provisions affecting trustee services created 
some new areas of uncertainty and we continued to work 
with industry to resolve them.

On 9 August 2012, we released the GST apportionment 
decision making guide for financial supply providers to 
assist taxpayers to choose and apply fair and reasonable 
apportionment methodologies. The guide generated 
considerable industry interest and has been acknowledged 
as a positive step in assisting taxpayers to comply with 
the law. The guide has been used by the financial industry, 
as a reference point for their selection and application of 
apportionment methodologies, or to further consider their 
existing methods.

The progress made during 2012–13 provides us with a good 
platform to launch the next phase of our strategy which involves 
an increased focus on testing and gaining assurance that 
taxpayers within the financial services industry are compliant 
with the law.

REFUND EXPLOITATION

Key statistics
n During the year we managed three significant cases relating 

to refunds of overpaid GST. The first two involved combined 
total GST claims in excess of $500 million.

The first was the favourable decision of the Full Federal Court 
in MTAA Superannuation Fund (R G Casey) Building Property 
Pty Ltd v. Commissioner of Taxation [2012] FCAFC 89. The 
Court concluded that the supply was taxable rather than 
GST-free as had been contended by the taxpayer. Importantly 
the Court observed that it was difficult to understand why the 
case had been brought by the taxpayer, as no one was out 
of pocket, payment of the refund would result in a windfall 
gain and such a gain would not be consistent with community 
expectations. All claims have now been withdrawn.

We wrote to a number of relevant large businesses, including 
state‑related entities, pointing out that seeking a windfall gain 
is not consistent with our view of appropriate participation in 
the tax system.

The second was the favourable High Court decision 
Commissioner of Taxation v. Qantas Airways Ltd [2012] HCA 
41. Qantas had sought to claim refunds of GST on payments 
received from passengers who did not ‘show up’ for their flight. 
Qantas contended that there had been no supply because the 
passenger did not take the flight. In this significant decision the 
High Court considered the fundamental concepts of supply 
and consideration in deciding that GST was properly payable 
on the supply of “… a promise to use best endeavours to carry 
the passenger…”. No refund was due to Qantas.

The third case was the taxpayer’s appeal to the Full Federal 
Court, A.P. Group Limited v. Commissioner of Taxation [2013] 
FCAFC 105, heard in May 2013. The taxpayer contended they 
had overpaid GST on motor vehicle incentive payments received 
from manufacturers on the basis that there was no supply in 
return for the payment. The AAT decision that was subject of 
the appeal was largely supportive of our position that a taxable 
supply is made for certain incentive payments (see page 47 
for further details).

http://www.ato.gov.au/Business/GST/In-detail/Your-industry/Financial-services-and-insurance/GST-apportionment-decision-making-guide-for-financial-supply-providers/
http://www.ato.gov.au/Business/GST/In-detail/Your-industry/Financial-services-and-insurance/GST-apportionment-decision-making-guide-for-financial-supply-providers/
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PROPERTY

Key statistics
n We completed 2,188 cases with a strike rate of 63% and GST 

liabilities of $71.3 million.
n We completed 2,809 cases with a strike rate of 71% and GST 

liabilities of $160.1 million on disengaged property developers 
whose behaviour indicated they had the potential to escalate 
to phoenix activity.

We worked collaboratively with property industry stakeholders, 
including the Property Council of Australia, to identify emerging 
technical issues.

Industry feedback was received on:
n the treatment of deferred management fees in retirement 

villages
n commercial residential premises 
n serviced apartments in retirement villages 
n long term accommodation in commercial residential premises.

We monitored significant property litigation cases throughout 
2012–13 to ensure that our views on the GST treatment of 
property transactions were aligned to judicial guidance. Where 
the courts found against the Commissioner, mitigation strategies 
were implemented to provide certainty to taxpayers and, where 
necessary, protect revenue. For example, Goods and Services 
Tax Ruling GSTR 2012/6 GST: commercial residential premises 
was updated for the adverse decision in ECC Southbank 
Pty Ltd as trustee for Nest Southbank Unit Trust & Anor v. 
Commissioner of Taxation [2012] FCA 795.

During the year we launched an advertising campaign 
promoting our Property page on ato.gov.au This campaign 
is part of our commitment to provide taxpayers, particularly 
new entrants, with a single access point for information 
regarding the tax implications of their property tax transactions.

CASE STUDIES

New South Wales land and property data results 
in $1.1 million of net GST
Data received from NSW Land and Property Information 
identified a taxpayer who had sold 74 properties in the first 
two quarters of 2012–13. Our systems identified that the 
taxpayer had not lodged a BAS since October 2009.

Following our contact, the taxpayer agreed to lodge all 
of their outstanding obligations.

Western Australia property data results in 
$155,000
Data provided by the WA Office of Stale Revenue indicated 
that a taxpayer had made approximately $7 million in 
property sales between 2009 and 2012. Results from our 
investigation indicated that the taxpayer had incorrectly 
reported their GST liability on their activity statement.

We established that the taxpayer had claimed input tax 
credits on the purchase of the property and had also 
applied the margin scheme when supplying several 
properties, despite being ineligible to do so.

Amendments totalling $155,000 were made to the 
taxpayer’s activity statements to address the incorrect 
application of the margin scheme.

file:///Volumes/ATO-Raid/Work%20in%20progress/WIP-Jennie/NAT/n72679%20%5bjs29498%5d/Supplied/link not supplied
file:///Volumes/ATO-Raid/Work%20in%20progress/WIP-Jennie/NAT/n72679%20%5bjs29498%5d/Supplied/link not supplied
http://www.ato.gov.au/General/Property/
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FIGURE 15: Phoenix property developer lifecycle
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Phoenix property developers
We completed 2,809 cases with a strike rate of 71% and GST 
liabilities of $160.1 million on disengaged property developers 
whose behaviour indicated they had the potential to escalate 
to phoenix activity.

We increased our focus on property developers who appeared 
to deliberately disengage from the tax system at the point of 
sale and failed to meet their GST obligations.  In particular, 
property developers who repeatedly use insolvency to 
intentionally avoid their tax obligations. 

During the year we altered our approach to this risk by shifting 
our focus from the pursuit of individual entities to enterprises 
controlled by individuals with a history of disengaging from the 
GST system. Compliance activities were undertaken to review 
the GST and income tax obligations of these developers.

We also focused on gathering real‑time intelligence and targeted 
our efforts to occur prior to the sale of the property. The benefit 
of this approach is that it enables more effective use of debt 
collection powers, including garnishee provisions, thereby 
maximising the potential to collect GST.

CASE STUDY – PHOENIX PROPERTY 
DEVELOPERS
During an audit of a property development company we 
identified that settlements for a 32 apartment complex 
had commenced. Four of the apartments had settled in 
September 2012 with a combined GST liability of $131,364 
which had not been reported by the developer in their BAS. 
A further 11 apartments were settled in October 2012 which 
were not due to be reported until their BAS lodgment on 
21 November 2012.

As the director had a history of ‘phoenixing’ their development 
companies without paying their GST or income tax liabilities, 
an assessment was raised prior to the date for lodgment of the 
BAS. Legislation allowing us to raise assessments part way 
through a period came into effect on 1 July 2012.

We raised GST liabilities and commenced collection action 
on over‑claimed GST input tax credits of $126,086, GST 
on unreported sales in September 2012 of $131,364, 
GST on unreported sales in October 2012 of $378,909 
and imposed penalties of $182,000.

We are monitoring the settlements of the remaining 
17 apartments, which have an estimated GST liability 
of $550,000, and raising assessments as each settlement 
occurs. In addition, we issued garnishee notices on 
the bank accounts of the company and for the future 
settlements on the remaining apartments. Unfortunately, 
in this case the latter has not been successful due to the 
lack of equity in the property and the secured creditor 
status of the mortgagee. The director of this company 
is being referred for consideration for criminal prosecution.
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SERIOUS EVASION OF GST

Key statistics
n We completed 425 audit cases with a strike rate of 77% 

and GST liabilities of $75.6 million.
n We investigated 72 suspected fraud cases. Results of these 

investigations are on page 40.

We continued to maintain a strong focus on taxpayers who 
deliberately evade their GST obligations. We also focused our 
attention on serious evasion relating to risk areas such as refund 
integrity, phoenix property developers and the cash economy. 
While these results are reported under each separate risk, the 
totality of effort from this focus generated $226.6 million from 
3,437 cases.

Understanding the elements of serious evasion allows us to better 
detect, deter and deal with those who set out to be deliberately 
non‑compliant. The majority of our cases are identified through 
information provided by AUSTRAC data, intelligence from other 
government and law enforcement agencies and the community. 
We also built on this understanding by developing new risk 
models designed to identify emerging risks and activities in 
this field.

More recently we have adopted a strategy to address a concern 
that individuals are increasingly utilising corporate and trust 
entities to avoid the proper recovery of GST and income tax 
while still being able to extract profits for their personal use.

During the year we started to raise part period and progressive 
assessments, and where the revenue was at significant risk 
of collection, we issued garnishee notices and sought to obtain 
security over assets. We saw a significant improvement in the 
collection rates in these cases during the year.

We also observed increasing sophistication in the use of identity 
crime and/or e-crime particularly in the area of identity takeover. 
We responded to this development through the deployment of 
improved risk models and the introduction of a client identity unit 
to more efficiently manage issues relating to the compromise of 
taxpayer identities.

CASE STUDY – WAS THE SUPPLY A SUPPLY 
OF RIGHTS OR WRONGS?
We identified a significant revenue risk in relation to 
supply and acquisition of ‘rights’ whereby the acquiring 
entity ‘purchased’ the exclusive rights to supply goods 
or services to a new venture in the future.

Each ‘right’ was purchased with the assistance of vendor 
finance after payment of a 10% deposit. The obligation 
to repay the loan to the vendor would only crystallise 
when earnings before interest and tax were reached to 
a predetermined level. Repayments were also limited to 
a fixed percentage of earnings before interest and tax. 
Evidence of the vendor’s capacity to provide the finance 
was allegedly evidenced by way of an international bill of 
exchange. The validity of the international bill of exchange 
appears highly doubtful. To date, we have identified refund 
claims for input tax credits totalling in excess of $56 million. 

To prevent further revenue loss we have:
n issued Taxpayer Alert TA 2012/5 Acquisition of intangible 

right for inflation consideration which is financed by 
supplier 

n created a taskforce to ensure an effective whole of ATO 
approach

n undertaken simultaneous access without notice actions 
across multiple sites and states to obtain copies of all 
relevant documents

n manually issued notices of assessment
n applied a range of provisions to address the claims 

including the GST general anti‑avoidance provisions
n engaged in active debt recovery.

Looking forward we are:
n monitoring further activity and continuing audits across 

the economic groups
n undertaking active debt recovery action including 

winding‑up a number of entities
n dealing with litigation, challenging our view of the law
n making referrals for criminal investigation.

The majority of these refunds have been identified and 
stopped from issuing or are under investigation.

http://www.ato.gov.au/General/Tax-planning/In-detail/Taxpayer-alerts/2012/TA-2012-5---Acquisition-of-intangible-right-for-inflated-consideration-which-is-financed-by-supplier/
http://www.ato.gov.au/General/Tax-planning/In-detail/Taxpayer-alerts/2012/TA-2012-5---Acquisition-of-intangible-right-for-inflated-consideration-which-is-financed-by-supplier/
http://www.ato.gov.au/General/Tax-planning/In-detail/Taxpayer-alerts/2012/TA-2012-5---Acquisition-of-intangible-right-for-inflated-consideration-which-is-financed-by-supplier/
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REFUND INTEGRITY

Key statistics
We completed 47,912 refund checks with:
n 29,017 verified before payment of a refund, 

resulting in $277.6 million in GST revisions
n 18,895 verified after payment of a refund, 

resulting in $123.6 million in GST revisions.

Approach
The choice of compliance action ‘before’ or ‘after’ releasing 
the refund is based on an assessment of the level of risk and 
the likelihood of being able to recover any incorrect refund paid. 
For example, any case considered to be fraud would have the 
refund retained, whereas an unusual refund for a larger, long term 
business may be referred for review after release of the refund.

This balanced approach substantially reduced the number of 
refunds retained while verification took place. This resulted in 
a noticeable decline in the number of complaints received from 
903 in 2011–12 to 172 in 2012–13. It has also allowed us to 
better manage workflows during the peaks and troughs of 
the lodgment cycle.

We detect cases of fraud through various methods but they are 
largely premised on identity takeover, either of an established 
business or of an individual’s tax file number details which 
are then used to create false business registrations. We 
have detected many of the latter category in our compliance 
checks at the time they register. This year we reviewed 20,000 
registrations and cancelled 4,500 with another 2,000 referred 
for further review or monitoring.

Identity takeover of established businesses has been addressed 
through increased intelligence activity with the cooperation 
of other law enforcement agencies and banks. We have also 
educated businesses about the security of identity information 
and tightened controls over registration and access to our 
online systems.

The new retention of refunds legislation (Taxation Administration 
Act 1953 – section 8AAZLGA) came into effect in June 2012. 
As a result our practice of retaining all risk refunds for compliance 
action before releasing, the refund was replaced with a balance 
of compliance reviews before and after any refund was paid.

The ‘post‑issue’ check allows lower level risk cases to be 
actioned without the need to retain the refund. Factors 
that determine this include the existence and nature of the 
enterprise and transactions, potential flight risk and taxpayer 
circumstances. Figure 16 shows the shift from cases being 
verified before payment of a refund to verification after 
payment of a refund.

FIGURE 16: Split between pre and post refund integrity 
cases finalised 2009–10 to 2012–13
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CASE STUDY – FALSE DOCUMENTS, 
INCORRECT CLAIMS
In early January 2013 we audited a business involved in 
glazing services. The business had lodged three years 
of quarterly activity statements over a short period of time. 
The director was bankrupt, all telephone contacts for the 
entity were disconnected or not answered and the business 
operated in a known cash economy environment. 

At a meeting in February 2013 between an auditor, the entity’s 
director and tax agent, little documentation was provided. 
The auditor decided to issue formal notices to the entity’s 
bank while waiting on further information from the director. 

In early June 2013, the director provided all of the 
requested documents. When the auditor compared 
the bank statements provided by the director to those 
provided by the bank, it was quickly established that false 
documentation had been provided. In an apparent attempt 
to avoid detection, the director had not only inflated his 
claims for GST credits, but income as well.

As a result of the audit there was a:
n $474,359 GST shortfall and imposition of intentional 

disregard and uplift penalties
n $61,505 income tax shortfall and imposition of intentional 

disregard and uplift penalties.
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CASH ECONOMY

Key statistics
n Cash economy coverage achieved $61.4 million in GST 

liabilities from more than 84,000 activities.

FIGURE 17: Cash economy liabilities raised comparison 
2009–10 to 2012–13
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The increase in GST liabilities raised since 2009–10 can be 
attributed to our improved targeting of cases associated 
with the cash economy risk along with the additional funding 
received in the 2010 Budget measure ‘Dealing with the cash 
economy’.

Engaging with the community has also seen improved 
confidence in our ability to deal with the cash economy. Our 
June 2012 micro business perceptions survey demonstrated 
that small businesses are seeing significant improvements in 
the way we are managing the cash economy risk and creating 
a level playing field for those that are doing the right thing.

The improved confidence stems from greater visibility derived 
from a range of compliance strategies, such as the targeted 
use of letters. An example of this strategy was our program of 
writing to 30,000 businesses which were outside the benchmark 
range of their peers. Following the letter campaign, 17% moved 
to within the normal range, and reported more income.

We refined our risk approaches and developed a risk differentiation 
framework to segment taxpayers based on their particular 
likelihood and consequence of non‑compliance. This allow us 
to develop more targeted approaches tailored to the particular 
risk levels.

The Inspector‑General of Taxation undertook a review into 
our use of cash economy benchmarking during the year. 
The Inspector‑General found that while those stakeholders 
who made submissions generally supported the benchmarks 
as a risk assessment tool, stakeholders were less confident 
that it was appropriate that they were used to make adjustments.

A series of communication activities aimed at improving 
community confidence in the benchmarks will be delivered 
during 2013–14. We will publish information on how we develop 
benchmarks and how members of the community can calculate 
their own. We will also publish guidance on the different types 
of audit and review products and online tools that agents and 
businesses can use to identify their business industry code.

Subsequently there were three matters considered by the 
AAT where benchmarks were used to adjust taxable income. 
In each instance the AAT supported the use of benchmarks:
n Vita Hot Bread Pty Ltd v. Commissioner of Taxation [2012] 

AATA 570
n Baini v. Commissioner of Taxation [2012] AAT 440
n Kaye Carter v. Commissioner of Taxation [2013] AATA 141. 

CASE STUDY – CASH ECONOMY CRIMINAL 
PROSECUTION
A cash economy audit of a Brisbane kebab shop owner’s 
BAS and income tax returns revealed inconsistencies 
between their circumstances and their business’ financial 
position. We found evidence that the owner was attempting 
to hide income by operating in the cash or hidden economy.

The owner had reported sales of $214,932. A subsequent 
audit determined actual sales totalled $324,099. 
Additionally, the owner had deposited $112,000 into his 
personal account, yet reported income of only $15,000 that 
financial year. The owner had three opportunities to disclose 
this information but did not do so.

He was charged with three counts of obtaining financial 
advantage by deception and pleaded guilty when the matter 
was brought before the District Court of Queensland. The 
Judge accepted that the taxpayer was extremely remorseful 
for his actions but said a prison term was needed to deter 
others. The defendant was sentenced to two years’ jail to 
be released on a $1,000 good behaviour bond after three 
months. He was ordered to pay reparation in favour of the 
Commonwealth in the sum of $60,782.51.
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FEATURE: APPROACH TO GST PHOENIX PROPERTY DEVELOPERS
THE ISSUE
Some individuals deliberately place their business entity into 
liquidation to avoid their financial obligations and with the 
intention of resuming business through a new entity. Left 
unchecked, phoenix activity can generate severe erosion of the 
revenue base and undermine business confidence. Often taxes 
are not the only payment obligation not met, with other creditors 
and employees often left exposed. This behaviour is apparent 
within the property development industry.

OUR APPROACH
We seek to identify individuals with links to numerous 
insolvencies and new registrants in the property sector who 
have a higher likelihood of not meeting their obligations. Our 
intent is to detect these ‘disengaged’ property developers 
early in the property development cycle and undertake 
appropriate action to protect the revenue and enhance 
voluntary compliance.

KEY BEHAVIOURS
GST phoenix property developers may demonstrate some of 
the factors below in conjunction with using cyclical insolvency 
and debt write‑off in previous entities to avoid paying the GST 
liabilities on property transactions.

n Use of a new entity for each development to limit liability to 
a  single development – note this in itself is not an indicator 
of non‑compliance.

n Remaining compliant while claiming GST credits on 
development costs.

n Ceasing BAS lodgment when sales are about to commence 
and all GST credits have been claimed.

n Changing reporting obligations once all GST credits have 
been claimed – that is moving from monthly to quarterly 
or annual lodgment.

n Avoiding the reporting or payment of any GST liabilities 
through the use of insolvency procedures.

n The use of intercompany loans or charges to move revenue 
out of the entity with the liability.

n Sale of property at less than market value, often to 
related parties.

EARLY INTERVENTION AT WORK

GST phoenix developer – ‘David the developer’
David has been linked to four insolvent entities and more than 
$2 million of GST is irrecoverable at law. He last lodged his 
personal income tax return in 2009, declaring an income of 
$74,000. He currently has three entities actively registered 
for GST.

David is undertaking a 20 unit residential development 
at Sample Street, Sydney. He registers a new company 
called ‘Sample Street Development Pty Ltd’. Sample Street 
Development lodges its BAS monthly and claims GST input 
tax credits totalling $500,000 relating to the development.

Our approach to dealing with ‘David’
n David and all his linked entities are monitored in real-time.
n When David registers for GST in his new entity he is 

contacted to check that he is undertaking an enterprise 
and to gather intelligence on the property development.

n When David starts to claim credits in his BAS and receive 
refunds, he may also be contacted to verify his claims and 
to collect further intelligence.

n David will be interviewed personally by compliance officers 
to improve our understanding of his business and to explain 
why he is subject to this approach.

n All outstanding lodgment obligations for David and his linked 
entities will be enforced.

n David will not be allowed to extend his reporting obligations 
beyond monthly.

n Prior to expected sales of the development property 
a case will be raised with compliance officers to monitor 
the development and sales. 

n Where we consider that David is likely to again attempt to 
avoid his GST obligations, we will raise default assessments 
at the point of sale to ensure GST liability is raised. 

n Garnishee powers may also be utilised at the time of the 
sale to collect the GST from the purchaser.

n Where phoenix behaviour has been confirmed the case 
will be referred to the Australian Securities and Investments 
Commission (ASIC) for director sanctions.

n David’s personal obligations may also be reviewed with 
consideration given to Proceeds of Crime Act 2002 
provisions.
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LODGMENT PERFORMANCE AND COMPLIANCE
Around 1.8 million business activity statements are issued to 
GST registered taxpayers each quarter and another 140,000 
are issued monthly. More than three quarters of these are 
lodged before the due date.

We have had a significant focus on improving BAS lodgment 
compliance over the past three years through the ‘Working 
together to improve voluntary compliance’ program.

The decline in lodgment performance seen in the years leading 
up to 2009–10 has now slowed. On time quarterly BAS 
lodgment had declined almost 3% from 2006–07 to 2008–09, 
while on time monthly declined by less than half this amount 
over the same period.

Since 2009–10 rates of on time lodgment and overall lodgment 
rates for both monthly and quarterly lodgers have been stable. 

In 2012–13 we refined our compliance strategies to make better 
use of automated dialler technology and analytical models to 
ensure we apply the most effective treatments in each situation. 
This enabled us to exceed our planned targets for lodgment 
case numbers and revenue.

TABLE 5: Percentage of lodgments on time(a) and overall from 2008–09(b)

Year

Monthly activity 
statements 

lodged overall 
%

Monthly activity 
statements 

lodged on time 
%

Quarterly activity 
statements 

lodged overall 
%

Quarterly activity 
statements 

lodged on time 
%

2012–13 91.3 80.0 87.3 75.8

2011–12 91.1 79.7 87.0 75.7

2010–11 91.1 79.3 87.1 76.0

2009–10 90.5 78.8 86.6 75.7

2008–09 91.3 80.3 87.4 76.9

NOTES:

 As part of our enterprise reporting strategy the business activity statement lodgment performance reports have been reviewed and new reports developed. 
As a consequence of enhancements to the report there are small variances, generally less than 2%, with previously reported figures for lodgment performance. 
One of the key changes has been to incorporate the deferred due date for activity statements, where the taxpayer has been granted additional time to lodge 
due to their circumstances, on a real‑time basis. This provides a more accurate view of the business activity statements due to be lodged as at the reported date.

 (a) Point in time comparison as at 30 June for each relevant year.

 (b) Overall lodgment is percentage of lodgments due.
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INVESTIGATIONS AND PROSECUTIONS

Key statistics
n We completed 72 GST‑related fraud investigations.
n We referred 31 new GST‑related briefs of evidence for 

breaches of the Crimes Act 1914 to the Commonwealth 
Director of Public Prosecutions (CDPP) representing 
$10.4 million in estimated GST revenue lost.

A high number of criminal code matters (mostly serious evasion) 
were started early in 2012–13 and were initially predicted to 
be completed by year’s end (product cycle time is 430 days). 
These matters took longer due to their complex nature and 
were ongoing at year’s end. 

The large increase in GST briefs referred to the CDPP in 
2011–12 (57) compared with the previous year (29 in 2010–11) 
has led to a significant call on our resources during 2012–13 
to provide litigation assistance as we support these cases 
through the courts. This reflects the greater complexity in 
the investigation and prosecution process, resulting in more 
requests from the CDPP for more information and longer 
timeframes. 

Fourteen GST‑related fraud cases were dealt with by the courts, 
of which 13 resulted in convictions and reparation orders were 
made totalling $1.8 million. We also achieved 785 successful 
GST outcomes for less serious administration offences under 
the Tax Administration Act 1953 (TAA) during 2012–13 which 
resulted in $5.4 million being awarded in costs and fines. This 
result was slightly lower than the previous year as we increased 
our focus on a broader range of prosecutions, including those 
concerning the use of information gathering powers, and false 
and misleading statements. These are important to pursue from 
a compliance perspective but have proven to be more resource 
intensive to pursue and are defended at a much higher rate.

PROSECUTION CASE SUMMARIES
A New South Wales man provided false information 
concerning acquisitions and sales that resulted in refunds 
he was not entitled to. He received approximately 
$1.4 million in fraudulent GST refunds during multiple 
financial years. Reflecting the serious nature of the crime, 
he was found guilty on all charges and was sentenced to 
10 years imprisonment.

A Perth registered tax agent and property development 
director was convicted of failing to declare in his BAS GST 
liabilities arising from sales of units. He fraudulently obtained 
a financial advantage of $278,000 and was sentenced to 
20 months imprisonment.

A Victorian tax agent pleaded guilty to using her position 
to obtain a fraudulent advantage amounting to $2,343,376. 
She used our portal to amend a company’s bank account 
details to her own and submitted amendments to her client’s 
BAS resulting in refunds being paid into her accounts. She 
also submitted false BAS for her own entities. The Judge 
imposed a sentence of four years imprisonment.

A Tasmanian man pleaded guilty to 48 counts of GST 
fraud to the value of $455,810. He was sentenced to two 
years and six months imprisonment. In sentencing, the 
Judge commented that: ‘Needless to say this is a serious 
matter involving a prolonged fraud on the revenue of the 
Commonwealth and involves a considerable amount of 
money. False documents were prepared to cover some 
of the larger of the asserted acquisitions.’

A small business operator from Queensland pleaded guilty 
to using three ABNs to obtain refunds totalling $101,000 
where no business enterprise existed. The operator then 
created false documents to substantiate the BAS claims 
during an audit. The operator was found guilty of seven 
counts of GST refund fraud and was sentenced to three 
years imprisonment.

A New South Wales man was identified as a tax agent 
exhibiting egregious behaviour. He was charged with 
51 offences which included lodging BAS statements 
which contained false claims for GST refunds totalling 
$192,779.69. He also lodged false income tax returns via 
our portal for multiple financial years. He was found guilty 
and given the seriousness and the extent of the offences, 
he was sentenced to six years imprisonment with a further 
non‑parole period of 2.5 years.
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GST COMPLIANCE PROGRAM – ‘WORKING TOGETHER 
TO IMPROVE VOLUNTARY COMPLIANCE’
KEY STATISTICS
n We raised $450.1 million from our GST compliance activities 

and collected an estimated $266.1 million in GST cash 
collections as a result of our activities.

n We recovered $406.8 million in GST debt collections. 
n The operating return on investment for GST is around 

$7.42 for each $1 spent (estimated collections of 
$672.9 million against expenditure of $90.7 million).

In the 2010 Budget measure – ‘Working together to improve 
voluntary compliance’, we received funding over a four‑year 
period for activities to improve voluntary compliance and provide 
a level playing field for businesses. The 2012 Budget extended 
this funding for a further two years, allowing for a total of six 
years’ funding ending in 2015–16.

Our activities include the detection and reduction of inflated 
or fabricated GST refunds, the investigation of systematic or 
deliberate under‑reporting of GST, more direct contact with 
non‑lodgers, and more direct contact with taxpayers who 
have a GST debt.

In 2012–13 (the third year of this funding) we:
n completed 11,187 refund verification cases 
n completed 1,872 audits for serious evasion of GST liabilities 

(including 1,745 relating to disengaged property developers)
n completed 2,165 cases relating to incorrect reporting
n made 2,170,698 additional contacts with taxpayers about 

their lodgment obligations ‑ this included 202,193 ‘strong 
enforcement’ cases

n referred 131,807 debt cases to external collection agencies 
for action

n actioned 33,252 aged debt cases.

An estimated $1.74 billion (74.7%) of the total six‑year 
commitment of $2.33 billion in additional GST collections 
has been achieved in the first three years of the program.

FIGURE 18: GST outcomes v GST collections (2011–14) 
for 2010 Budget measure
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This year we used communication activities to promote a range 
of support and assistance available to help businesses meet 
their GST obligations. Activities included paid advertising run 
in line with BAS lodgment dates, ‘Avant cards’ postcards, and 
the production of YouTube videos on GST tips including It’s 
not worth the risk.

In addition to the revenue the program has generated, we 
saw some improvements against a number of our compliance 
effectiveness measures. For example:
n the number of BAS lodged by taxpayers before we identify 

a potential fraud has continued to decline
n taxpayers who receive treatment for lodgment or debt issues 

show ongoing improvement in their lodgment and payment 
behaviour for up to twelve months after the case is completed

n overall improvement in on time lodgment for activity statements.

http://www.ato.gov.au/General/How-we-check-compliance/In-detail/Data-matching/About-data-matching/Data-matching/
http://www.ato.gov.au/General/How-we-check-compliance/In-detail/Data-matching/About-data-matching/Data-matching/
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We commissioned TNS Social Research to conduct a four 
year program of research to understand the attributes and 
behaviours that drive compliance (or non‑compliance) with 
GST obligations. This information also informs us on the 
effectiveness of the GST Compliance Program. The research 
has two components – quantitative and qualitative.

Year three (2013) results reflect a continuing decrease in the 
overall business confidence of respondents. In 2013, there 
was a strengthening in the perceived fairness, morality and 
legitimacy of the GST system with respondents who believe 
the GST is a fair tax rising from 58% in 2012 to 65% in 2013.

TABLE 6: Years 1 to 3 benchmark results

% Agree

2011 2012 2013 Indicator

GST whole of system

B
en

ch
m

ar
ks

Most businesses dodging GST get caught 63 58 60 ✘

Meeting GST requirements helps you keep track of the performance of the business 60 64 69 ✔

The burden that the GST places on business is unfair 51 49 47 ✔

Dealing with GST is an extra burden for the business 63 62 61

Overall the GST is a fair tax 63 58 65 ✔

Paying GST you collect to the ATO is the right thing to do 97 96 95

Businesses are having to do the ATO’s job for them by collecting and passing on the GST 71 68 69

ATO penalties on businesses that get their GST requirements wrong are too harsh 39 35 33 ✔

Lodgment

B
en

ch
m

ar
ks

I have been late in lodging a BAS in the past year 40 41 46 ✘

It’s easy to get your BAS in on time 80 75 74 ✘

Getting help from a tax or BAS agent makes it much easier to meet GST requirements 69 70 68

It’s important to make sure the BAS is in on time, even if there could be some mistakes on it 52 51 53

The penalties for not lodging a BAS are worse than the penalties for getting a few things wrong 39 31 35 ✘

Payment

B
en

ch
m

ar
ks

Sometimes you might need to delay paying GST in order to pay other creditors 28 24 26

It’s OK to pay your debt late, as long as it gets paid 43 39 43 ✘

Most businesses use GST funds to manage their cash‑flow 55 46 42 ✔

It’s normal for tradies to give a discount if people offer to pay cash 38 31 36 ✘

GST collected is not the business’ money to play with 82 82 83

Registration and correct reporting

B
en

ch
m

ar
ks

It is easy to register for GST 84 79 79 ✘

Mistakes on the BAS are inevitable 56 52 50 ✔

Occasional cash in hand payments do no harm to anyone 20 14 14 ✔

Very few businesses would bother recording all cash transactions on their BAS 38 28 28 ✔

It’s easy to know what you can and can’t claim GST on, and where something is exempt 77 76 74 ✘

Tweaking the numbers on your BAS a little bit can help the business financially 6 8 7

✔■Positive movement greater than 2% points has occurred. 
✘■ Negative movement 2% points or greater has occurred.
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AUSTRALIAN CUSTOMS AND BORDER PROTECTION SERVICE
In 2012–13 Australian Customs and Border Protection Service 
(ACBPS):
n cleared 3.6 million import declarations and self-assessed 

clearance declarations
n processed 30.9 million import lines with an import value 

of $244.69 billion
n collected $3.15 billion gross GST and deferred $22.85 billion 

GST on imported goods
n cleared 1.2 million export declarations
n processed 3.7 million export lines with an export value 

of $248.82 billion
n administered 581,317 claims under the tourist refund 

scheme approving 96.9% of the claims resulting in refunds 
of $98.7 million of GST and wine equalisation tax.

The ACBPS compliance program applies an intelligence‑led, 
risk‑based approach to managing a broad range of border 
risks, including revenue leakage, which is both effective and 
efficient. This is supported by the integrated cargo system as 
a mechanism for facilitating the clearance of imported cargo 
and meeting revenue payment obligations.

ACBPS works collaboratively with the ATO to ensure that all 
revenue liabilities are payable and collected on imported goods. 
ACBPS does this by providing an assurance that revenue, 
including customs duty and indirect taxes is correctly paid or 
deferred. 

ACBPS pre‑clearance intervention (PCI) and post‑transaction 
verification (PTV) functions are key treatments for a wide range 
of border risks, including revenue leakage. Revenue leakage 
can occur through undervaluation, misclassification and 
non‑declaration of goods, false claims for GST exemptions, 
preferential treatment under free trade agreements and duty 
refunds and concessions. 

ACBPS conducts PCI activities before the release of the goods 
from Customs control and PTV activities, including audits, after 
the release of goods from Customs control. 

In 2012–13, ACBPS compliance activities identified a total of 
$151.5 million in GST understatements. This is an increase 
of $124.2 million when compared with 2011–12. Even if two 
significant 2012–13 outliers (understatements of $82 million and 
$23 million) are removed, there is an increase of approximately 
$19 million for the 2011–12 financial year. ACBPS attributes 
the increase in part to their tougher stance on non‑compliant 
behaviour and better targeting.

TABLE 7: GST understatements

2010–11 
$m

2011–12 
$m

2012–13 
$m

GST 47.7 27.3 151.5

Traditional revenue risk areas will continue to be a focus of 
attention in 2013–14. These include undervaluation, misuse 
of origin and concessions and misclassification. However, 
integration and interconnection between markets is continuing 
at speed, which means patterns of trade are becoming 
less predictable with goods sourced and delivered through 
increasingly complex chains of supply and ownership. Both 
trade liberalisation (in the form of regional and bilateral trade 
agreements) and trade protectionism, increase complexity. 
Economic integration and complexity means more opportunity 
for revenue sources, origins or destinations to be obscured. 
This information is used by ACBPS to assess the risk 
associated with trade including revenue leakage.

ACBPS analysis of the GST risk is that the landscape is relatively 
stable and that they have an effective compliance program that 
is proportionate to the GST risk at the border. This is supported 
by revenue leakage estimates. However, a range of matters 
including changes to policy and legislative settings, can impact 
the GST risk within a short period.

The compliance monitoring program (CMP) provides a level 
of assurance on revenue receipts for the purposes of ACBPS 
financial statements, and a level of confidence in reporting 
compliance by importers that would not normally be subject to 
any form of compliance activity. The ACBPS applies Australian 
Accounting Standards (AASB 1031), which specifies 5% as the 
materiality level for measurement of revenue leakage. This is the 
standard accepted by ANAO. Please note that figures below 
reflect the estimated maximum errors (both overstatements 
and understatements) at the 95% confidence interval.

TABLE 8: Revenue leakage estimates

2009–10 2010–11 2011–12

GST ‑$55.2m 
(0.5%)

‑$53.8m 
(0.3%)

‑$48.4m 
(0.2%)

NOTE:  Leakage estimates for 2012–13 are not available until the second quarter 
of 2013–14.
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LITIGATION AND ADVICE
PRE-CLEARANCE INTERVENTION ACTIVITIES
The customs value of imported goods assessed through 
PCI activities was approximately $12.7 billion (this does not 
include the value of imported goods subject to CMP activity).

Targeted activities resulted in checks on 185,761 import 
documents (import declaration, self‑assessed clearance 
declaration, air cargo report and sea cargo report), which 
identified GST understatements of $32.1 million and GST 
overstatements of $866,166.

CMP random sampling activities resulted in checks on 6,019 
import documents that identified GST understatements of 
$843,494 and GST overstatements of $305,065.

POST-TRANSACTION VERIFICATION ACTIVITIES

PTV – formal audit
The customs value of imported goods assessed through formal 
audit activity was approximately $222.9 million.

ACBPS conducted 39 targeted revenue audits, which identified 
GST understatements of $6.7 million and GST overstatements 
of $214,737.

PTV – non-audit
PTV non‑audit activities include assessment of complex 
voluntary disclosures, desktop activities, profiles, leverage 
exercises and revenue adjustments resulting from cargo 
control checks of premises.

The customs value of imported goods assessed through 
non‑audit activities was approximately $925.1 million.

Non-audit activities identified GST understatements of 
$110.7 million and GST overstatements of $36.2 million.

These non-audit activities included assessment of 41 complex 
voluntary disclosures, which identified GST understatements 
of $25.6 million and GST overstatements of $24,742.

Other
ACBPS compliance activities resulted in the rejection of refund 
claims with a GST value of $1.1 million.

KEY STATISTICS
n During 2012–13 we received 188 new GST litigation matters 

and completed 194 matters.
n 30 GST litigation matters were subject to a formal alternative 

dispute resolution (ADR) process through the Administrative 
Appeals Tribunal (AAT). Of these matters 86% involved 
conciliations, 7% involved mediations and 7% involved 
neutral evaluations. The ADR process promoted the 
resolution of the dispute in around 53% of cases.

n We had a 4% decrease in case numbers over the year and 
at 30 June 2013 we had 151 current GST litigation cases 
(including cases heard and awaiting decision).

n There were 37 GST decisions involving the Commissioner 
(non‑debt) delivered by the courts and the AAT during the 
year.

n The Commissioner received favourable decisions in 70% 
of the decided cases and partly favourable in another 19%. 
Taxpayers were successful in 11% of cases.

n There were 2,647 objections finalised, of which, 924 (35%) 
were allowed in full, 585 (22%) allowed in part, 630 (24%) 
were disallowed and 508 (19%) were invalid or withdrown.

LITIGATION
There was a 38% increase in the GST litigation matters 
completed during 2012–13 (194) compared with 2011–12 
(140). In addition to the 37 GST decisions, there were various 
practice and procedure matters dealt with and two special 
leave applications considered by the High Court.

Alternative dispute resolution facilitation pilot
We successfully conducted an ADR facilitation pilot between 
November 2012 and May 2013, using trained ATO facilitators 
to resolve smaller and less complex objections such as 
substantiation and penalties. As this approach proved 
successful, we extended the pilot to include other case types 
such as litigation and audit.

Feedback from participants and tax practitioners has been 
positive. Taxpayers appear comfortable with our facilitators 
and have welcomed face‑to‑face discussions. They have 
also indicated they would engage in the process again.
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ISSUES OVERVIEW
Important decisions during 2012–13 dealt with the 
following issues:
n GST treatment of motor vehicle incentives
n characterisation of premises
n general anti‑avoidance provisions
n GST treatment of forfeited airfares
n margin scheme elections
n going concerns
n increasing adjustments under Division 135 of the GST Act
n enterprise and GST registration
n validity of input tax credit claims
n GST treatment of supplies made by inbound tour operators
n sections 105-50, 105-55 and 105-65 of schedule 1 to 

the TAA.

Approximately 24% of all GST litigation cases involved property 
issues, a slight increase on 2011–12.

About one third of all GST litigation cases dealt with largely 
non‑technical issues where taxable supplies have been under‑
stated or input tax credits over‑claimed. Cases involving GST 
refunds and the four‑year rule have decreased to around 7% of 
total cases over the year. However, cases involving GST refund 
issues may increase in 2013–14 as a result of the Naidoo and 
Commissioner of Taxation [2013] AATA 443 decision in the AAT.

At 30 June 2013 around 92% of GST litigation cases were 
before the AAT or the Small Taxation Claims Tribunal. About 
80% of cases involved micro enterprises and individuals and 
15% of cases involved small and medium enterprises. Only 
around 5% of cases involved large business enterprises and 
government entities.

FIGURE 19: 2012–13 GST litigation by issue
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NOTE:  ‘Substantiation’ category represents taxpayers under‑stating taxable supplies 
and over‑claiming input tax credits across a range of activities.

Favourable decisions

Commissioner of Taxation v. Qantas Airways Limited [2012] 
HCA 41

Issue of significance: The meaning of ‘supply’ in the context 
of airline flights and whether GST was payable where a flight 
was booked and the passenger did not take the flight and 
either did not claim, or was not entitled to, a refund. 

Venue: High Court

Outcome: Favourable decision for the Commissioner

Comment: The Full Federal Court had previously held that what 
each customer pays for is carriage by air which is the essence 
and sole purpose of the transaction. It found that the actual 
travel is the relevant supply and if that did not occur then there 
is no taxable supply. The High Court, by majority, overturned the 
decision of the Full Federal Court. The majority found that the 
word ‘for’ in the phrase ‘supply for consideration’ is not used 
to adopt contractual principles but rather requires a connection 
or relationship between the supply and the consideration. 
The majority considered its earlier decision in Commissioner 
of Taxation v. Reliance Carpet Co Pty Ltd [2008] HCA 22 and 
concluded that it did not support the approach adopted by 
the Full Federal Court. After setting out the relevant terms of 
the arrangements between the taxpayer and its customers 
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the majority concluded that the conditions did not provide an 
unconditional promise to carry the customer on a particular flight 
but rather a promise to use its best endeavours to carry the 
customer. This supply met the requirements of the GST Act and 
the fares were thus found to be consideration for that supply.

Commissioner of Taxation v. Unit Trend Services Pty Ltd [2013] 
HCA 16

Issue of significance: Application of Division 165 of the GST 
Act to negate a tax benefit claimed by a property developer 
from the use of the GST grouping and margin scheme 
provisions.

Venue: High Court 

Outcome: Unanimous decision in favour of the Commissioner

Comment: The Commissioner had issued a declaration 
negating a GST benefit arising from the sale of certain units 
where the taxpayer had used the GST grouping provisions 
and the margin scheme to reduce its GST liability. The High 
Court unanimously held that the GST benefit in question was 
not attributable to the making of a statutory choice by the 
taxpayer provided for by the GST Act. The GST benefit was 
therefore negated by the anti‑avoidance provisions contained 
in Division 165.

Cyonara Snowfox Pty Ltd v. Commissioner of Taxation [2012] 
FCAFC 177

Issue of significance: Margin scheme and whether a choice 
can be made to apply it after the date of the supply, going 
concern and whether a notice of assessment was a valid 
notice for the purposes of section 105‑50 notice.

Venue: The Full Federal Court 

Outcome: Unanimous decision in favour of the Commissioner

Comment: This case was a taxpayer’s appeal from decisions 
previously made by the AAT. Although only one decision was 
delivered by the Court the decision relates to several separate 
matters.

Margin Scheme: the Court confirmed the reasoning of the AAT 
that the taxpayer’s choice to apply the margin scheme must 
be made no later than the time of supply. (This decision relates 
to the relevant statutory provisions prior to amendment. The 
provisions now require the parties to agree in writing prior to 
the supply).

Going Concern: the Court confirmed the AAT’s finding that there 
was no leasing enterprise being carried on by the taxpayer at 
the time of the supply. As a result the taxpayer did not supply 
everything necessary for the continued operation of a leasing 
enterprise as required under the GST Act.

Section 105-50 Notice: the Court held that a notice of 
assessment was a valid notice for the purposes of section 
105-50 of Schedule 1 to the TAA and also held that the 
overstatement of a net amount payable does not prevent it 
from being a valid notice. As a result the Commissioner was 
not barred from recovering unpaid GST under the relevant 
provisions of the TAA.

The taxpayer’s application for special leave to appeal to the 
High Court was subsequently dismissed.

MBI Properties Pty Ltd v. Commissioner of Taxation [2013] 
FCA 56

Issue of significance: An increasing adjustment under 
Division 135 of the GST Act.

Venue: Federal Court

Outcome: Favourable decision for the Commissioner

Comment: The case considered whether the taxpayer had an 
increasing adjustment under Division 135 of the GST Act. The 
case arose from the same factual circumstances as the earlier Full 
Federal Court matter of South Steyne Hotel Pty Ltd v. FCT [2009] 
FCA 13. In the South Steyne case the Court had considered the 
sale of a separately titled apartment which was already leased 
to another entity. The Court held that the sale of the apartment 
was a GST‑free supply of a going concern. It also held that the 
supplies made in relation to the apartment were input taxed and 
that MBI Properties made no new supply to the existing tenant.

In the MBI Properties case the taxpayer argued that it should 
not be subject to an increasing adjustment under subsection 
135‑5(1) because it was not making a supply to the existing 
tenant.

The Court agreed with the Commissioner that, on a proper 
analysis of the relevant statutory provision, an increasing 
adjustment arose even though the taxpayer was not making 
a supply to the tenant.

The taxpayer has appealed this decision to the Full Federal Court.
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Unfavourable decisions

ECC Southbank Pty Ltd as trustee for Nest Southbank 
Unit Trust v. Commissioner of Taxation [2012] FCA 795

Issue of significance: Supplies of commercial residential 
accommodation.

Venue: Federal Court

Outcome: Unfavourable decision for the Commissioner

Comment: The case dealt with whether premises, designed 
and operated to provide student accommodation, were 
commercial residential premises as defined in the GST Act.

The case raised two questions. The first was whether the 
supply of the premises by way of sub‑lease was a supply 
of commercial residential premises under the GST Act. The 
second was whether the supplies of accommodation made 
to various individuals were supplies of accommodation in 
commercial residential premises provided to individuals by 
the entity that owns or controls the commercial residential 
premises for the purposes of section 40-35 of the GST Act.

In relation to the first issue, the Court decided that the premises 
supplied by way of sub‑lease constituted either a hostel, or 
something very similar to a hostel. The premises were therefore 
properly regarded as commercial residential premises under 
the definition contained in the GST Act.

In relation to the second issue the Court observed that the 
GST Act draws a distinction between residential premises 
and commercial residential premises such that accommodation 
provided in commercial residential premises, even if of a long term 
nature, is taxable if the entity that supplies the accommodation 
owns or controls the relevant commercial residential premises. 
The Court found that the supplies of accommodation to the 
parties were not input taxed and were therefore taxable supplies.

Professional Administration Service Centres Pty Limited 
v. FCT [2012] FCAFC 180

Issue of significance: Federal Court practice and procedures.

Venue: Full Federal Court

Outcome: Unfavourable decision for the Commissioner

Comment: The case dealt with the Federal Court practice 
and procedure issues involving the dismissal of the taxpayer’s 
application for failure to comply with court directions.

The Full Court unanimously allowed the taxpayer’s appeal 
against an order dismissing its application and ordered that 
the substantive matter be referred back to it with a view to 
listing the matter for hearing.

The Court identified a number of factors to be considered when 
exercising the power of dismissal. In considering these factors 
in the light of the earlier decision to dismiss the matter, the Full 
Court held that the previous order to dismiss was unreasonable 
or unjust. It suggested that an earlier discovery order, which 
was not fully complied with by the taxpayer, should never 
have been made.

Partly favourable decisions

A.P. Group Limited v. Commissioner of Taxation [2012] 
AATA 409

Issue of significance: GST treatment of motor vehicle 
incentive payments.

Venue: Administrative Appeals Tribunal 

Outcome: Decision partly favourable for both the taxpayer 
and the Commissioner

Comment: The case dealt with the GST treatment of 
motor vehicle incentive payments made by motor vehicle 
manufacturers and distributors to motor vehicle dealers.

The taxpayer argued that it had overpaid GST by treating 
certain motor vehicle incentive payments that it received 
as consideration for taxable supplies.

The taxpayer contended the arrangements did not give 
rise to any supply and that the payments should have been 
characterised as out of scope. Although there are many types 
of incentive payments the case dealt with only five particular 
arrangements.

The AAT considered that, for the Commissioner to be 
successful in relation to any of the arrangements, there must be 
‘a direct and immediate connection’ with the supply of a vehicle 
to a customer. Applying this approach, AAT found in favour 
of the Commissioner in relation to two of the arrangements, 
namely fleet rebates and the run-out model support payments. 
The taxpayer was successful in relation to the remaining 
three arrangements. The taxpayer subsequently appealed 
this decision to the Full Federal Court and the Commissioner 
cross appealed in relation to two of the payments. The appeal 
was heard in May 2013 and the decision was reserved.

The decision was delivered on 18 September 2013 by the 
Full Federal Court.
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ATS Pacific Pty Ltd v. Commissioner of Taxation [2013] 
FCA 341

Issue of significance: GST treatment of supplies made by 
inbound tour operators.

Venue: Federal Court

Outcome: Decision partly favourable to the Commissioner

Comment: The case dealt with the GST treatment of supplies 
made by inbound tour operators. The taxpayer argued that the 
supplies it made to the non‑resident travel agents were properly 
characterised as supplies of arranging or booking services. 
The Commissioner contended that the taxpayer supplied the 
package tour components, or the right to that supply, or the 
promise to provide that supply. 

The Court concluded that the taxpayer supplied the non-
resident travel agents with a contractual right or promise that 
package tour components would be provided to the tourists. 
The Court further concluded that the supply of the contractual 
right or promise was not GST‑free. However, the Court also 
found that the taxpayer made a separate supply of arranging 
services. The Court concluded that this separate supply was 
GST‑free which is contrary to our view. The taxpayer has 
appealed two aspects of this decision to the Full Federal Court:
n that their provision of a promise to foreign tour operators that 

services will be provided is a taxable supply
n orders relating to costs.

The Commissioner has cross appealed.

An interim Decision Impact Statement issued on 1 July 2013.

Naidoo and Commissioner of Taxation [2013] AATA 443

Issue of significance: Application of section 105-65 of 
Schedule 1 to the TAA. 

Venue: Administrative Appeals Tribunal

Outcome: Decision on the application of section 105-65 
unfavourable to the Commissioner. The decision was otherwise 
favourable to the Commissioner.

Comment: The AAT agreed with the Commissioner that the 
partnership was not carrying on an enterprise and that its GST 
registration should be cancelled. However, the AAT held that 
section 105‑65 did not apply in the way the Commissioner 
contended and that the net amount for relevant tax periods 
should be zero, not a positive net amount. The AAT held that 
section 105‑65 should not be taken into account in determining 
the taxpayer’s net amount for a tax period. Because section 
105‑65 did not alter the taxpayer’s net amount, and because 

the section does not make provision for objection against it, 
the AAT considered that it did not have jurisdiction to review 
the Commissioner’s decision under section 105‑65. The 
AAT’s decision on this point echoed earlier criticism of the 
Commissioner’s approach to the operation of section 105‑65 
in The Private Tutor v. Commissioner of Taxation.

Other litigation

Wynnum Holdings No 1 Pty Ltd v. Commissioner of Taxation 

Issue of significance: Whether retirement village complex 
is commercial residential premises? 

Venue: Administrative Appeals Tribunal

Outcome: Favourable

Thiess v. Collector of Customs & Ors v. Commonwealth 
of Australia 

Issue of significance: Claim for recovery of customs duty and 
GST by taxpayer paid on importation of a yacht.

Venue: Court of Appeal, Queensland

Outcome: Favourable (This decision is subject to a special 
leave application to appeal to the High Court).
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OBJECTIONS
From 2009–10 to 2011–12 the number of objections we 
received gradually increased, however, in 2012–13 they 
decreased. In 2012–13 we received 2,094 objection cases 
which is a 27.4% reduction over the previous year.

The decrease was largely attributable to improved 
communication with taxpayers at the audit and review stage 
which resulted in taxpayers providing the information necessary 
to support their position.

We carried 452 objection cases about complex technical issues 
in the motor vehicle incentives scheme over to the 2013–14 
year pending the outcome of the lead court case A.P. Group 
Limited v. Commissioner of Taxation.

Even though we received less objections, the number of 
finalised cases is consistent with 2011–12.

TABLE 9: Number of objections received and finalised 
from 2009–10 to 2012–13

Objections Received Finalised

2012–13 2,094 2,647

2011–12 2,885 2,655

2010–11 1,965 1,558

2009–10 1,507 1,216

FIGURE 20: Number of objections received and finalised 
from 2009–10 to 2012–13
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TABLE 10: All objection outcome numbers

2011–12 2012–13

Outcome Cases % Cases %

Allowed in full 793 30 924 35

Allowed in part 737 28 585 22

Disallowed 546 20 630 24

Invalid/Withdrawn 579 21 508 19

Total 2,655 100 2,647 100

FIGURE 21: Outcomes of all finalised objections

DisallowedAllowed in full

Allowed in part Invalid/Withdrawn

2011–12 2012–13

31% 35%

22%28%

21% 19%

20% 24%

Of all finalised objections 88.4% were from the micro 
enterprises market.

TABLE 11: All objections finalised by market segment

Market
2011–12 

Cases
2012–13 

Cases

Large 21 44

Small to medium enterprises 210 214

Micro enterprises 2,391 2,341

Government 6 13

Not-for-profit 20 28

Unknown 7 7

Total 2,655 2,647
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TABLE 12: Amounts in dispute

2011–12 2012–13

Tax* 
$m

Penalty 
$m

Tax 
$m

Penalty 
$m

Original audit liabilities 280 51 265 89

Amount in dispute 161 48 225 86

Amount allowed 75 14 56 22

Net audit liabilities 213 36 209 67

*  The tax figures for 2011–12 above are exclusive of penalties and differ from 
those published in the GST administration annual performance report 2011–12.

Of original audit liabilities 88% were disputed and 22% 
were allowed.

FIGURE 22: Original audit liability allowed

Amount allowed

2011–12 2012–13
74% 78%

26% 22%

NOTE:  Of the $354 million ($265 million tax + $89 million penalties) of original audit 
liabilities in dispute only 22% were allowed.

One area of risk that we focused on was cash economy. 
We finalised 368 objections during 2012–13.

TABLE 13: Cash economy objections

2011–12 2012–13

Outcome Cases % Cases %

Allowed in full 94 24 82 22

Allowed in part 166 42 141 38

Disallowed 79 20 92 25

Invalid/Withdrawn 53 14 53 15

Total 392 100 368 100

TABLE 14: Cash economy risk amounts in dispute

2011–12 2012–13

Tax 
$m

Penalty 
$m

Tax 
$m

Penalty 
$m

Original audit 
liabilities 

17.7 11.2 9.29 5.74

Amount in dispute 15.7 10.8 6.88 4.79

Amount allowed 8.3 4.7 2.55 1.90

Allowed 46.9% 41.9% 27.4% 33.1%
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FIGURE 23: Original audit liability allowed for cash 
economy risk

Amount allowed

53%

47%

2012–13

73%

27%

2011–12

Another area of risk we continued to focus on was property. 
During 2012–13 we finalised 151 property cases, covering 
a wide range of issues and across several risk categories.

TABLE 15: Property risk objections

Issues 2012–13

Cases %

Commercial residential premises 7 5

Going concern 17 11

Margin scheme 41 27

Other property issues 49 32

Residential premises 33 22

Retirement villages 3 2

Time share 1 1

Total 151 100

Of the finalised property objection cases, we allowed 32 in 
full (21%), 41 in part (27%), disallowed 48 (32%) and 30 were 
withdrawn or invalid (20%). Of the original audit liabilities 94% 
were disputed and 2% were allowed.

TABLE 16: Property risk amounts in dispute

2011–12 2012–13

Tax 
$m

Penalty 
$m

Tax 
$m

Penalty 
$m

Original audit 
liabilities

$20.9 $6.6 $78.0 $29.8

Amount in dispute $14.9 $6.0 $73.1 $28.5

Amount allowed $4.4 $2.5 $18.8 $9.9

Net audit liabilities $17.6 $4.1 $59.3 $19.9

FIGURE 24: Original audit liability allowed for property risk

Amount allowed

76%

24%

2012–13

79%

21%

2011–12
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FEATURE: ATO FACILITATION (ALTERNATIVE DISPUTE 
RESOLUTION PILOT)
ATO facilitation pilot
We conducted an alternative dispute resolution (ADR) pilot 
during November 2012 to April 2013, using ATO facilitators 
to resolve smaller and less complex indirect tax objections 
involving issues such as substantiation and penalties. 

Overall feedback from the participants and tax practitioners 
was positive and they welcomed having face‑to‑face 
discussions with ATO facilitators to resolve impasses.

Time savings
Taxpayer feedback received also indicated that there had been 
significant time savings achieved through their participation in 
the ADR process. 

Results showed that the average timeframe was 41 days from 
first contact about the pilot to case resolution. This represents 
a significant efficiency improvement compared to cases which 
proceed on appeal to the AAT.

Cost savings
The main cost advantage of any facilitation is the opportunity 
to resolve a dispute as early as possible minimising all parties’ 
cost. Taxpayers estimated significant cost savings of between 
$2,000 and $100,000 and up to 100 days. 

Awareness levels
Participation in the facilitation process has raised awareness 
levels about ADR and in particular facilitation, for taxpayers 
and their representatives as well as tax officers. Importantly, 
apart from one case, taxpayers expressed no concerns 
about the lack of independence of our facilitators.

Improved relationships
Feedback indicates that taxpayers were satisfied overall with 
the facilitation and that they would engage in the process again. 
Fifty‑nine per cent of taxpayers who responded expressed that 
their relationship with us has improved due to the facilitations. 
When taxpayers were asked whether the facilitation was a 
success, the responses included comments such as:

‘The whole process was very thorough and relaxed. 
We felt we had the opportunity to discuss things that 
we were previously ignored on.’

‘I could not praise this process higher. It allows the client to 
express their feelings on the situation in a way that writing 
cannot. It brings the process to people talking to people.’

‘It gave us the opportunity to sit down face‑to‑face and 
have a conversation rather than speaking down the phone 
to people who we don’t understand to people who don’t 
understand us. It gave us the opportunity to show our 
lifestyle and what sort of characters we are. We felt that 
we were finally able to put our case forward and have 
decent discussion around the issues we’re having and 
we felt that we were actually listened to.’

An unexpected consequence of using an ATO facilitator is that 
their impartiality and fairness is then attributed to us (the ATO) 
as a whole.

AgreeStrongly
agree

Disagree

59% 36%

5%

Facitlitaton
was a

success

AgreeStrongly
agree

Disagree

65% 30%

5%

I would
participate

in this process
again
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GST disputes in 2012–13

10.1 million business 
activity statements lodged

19,380 audit and 
enforcement cases 

resulting in a financial 
adjustment

2,094 
objections 
received

188 cases 
filed in 

courts and 
tribunals

37 cases 
resulting in 
a judicial 
decision

ATO’s dispute resolution process

Dispute Management

Where disputes are identified and 
managed early and effectively. Some key 
strategies to manage disputes include:
■n Responding promptly and sensitively 
to disputes
■n Assessing disputes to determine 
appropriate responses
■n Resolving disputes in a timely manner. 

Negotiation

Where the parties to a dispute to 
identify issues to be negotiated, 
develop options, consider alternatives 
and try to negotiate an agreement. 
Parties may engage in the process 
directly or use representatives (for 
example lawyers or agents).

Facilitative Processes

Where a dispute resolution practitioner assists the 
parties to a dispute to identify the disputed issues, 

develop options, consider alternatives and try to reach an 
agreement about some issues or the whole dispute.

Examples of facilitative processes include: 
mediation, conciliation, facilitation and 

facilitated negotiation.

Determinative Processes

Where a dispute resolution practitioner evaluates 
the dispute (which may include the hearing of formal 
evidence fro the parties) and makes a determination.

Examples of determinative processes include: 
arbitration, expert determination and private judging.

Advisory Processes

Where a dispute resolution practitioner considers and appraises the dispute 
and provides advice as to the facts of the dispute, the law and, in some cases, 
possible or desirable outcomes and how these may be achieved.

Examples of advisory processes include: case appraisal, conciliation (where 
advice is offered or used), and (early) neutral evaluation.

Dispute 
resolution 
processes

ATO’S APPROACH TO DISPUTE RESOLUTION

Approach
We prefer to resolve disputes through direct communication 
and negotiation with taxpayers and their representatives at 
the earliest possible stage. 

The ADR process includes:
n direct negotiation between us and the taxpayer at any stage 

of a dispute
n mediation, including before litigation and also in the AAT 

and Federal Court
n conferencing, conciliation, neutral evaluation and case 

appraisal.

Statistics
In 2012–13:
n 167 GST cases filed in AAT
n 34 GST cases heard in AAT 
n 30 GST cases participated in ADR at the AAT
n 53% of participating cases were resolved through ADR.
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NEW POLICY DEVELOPMENTS
ADVICE
The number of private binding ruling (PBR) requests increased 
by 1.2% in 2012–13. We received 1,156 requests in 2011–12 
and 1,170 in 2012–13.

Our interpretative guidance requests (general information that 
is not taxpayer specific) increased by 9%. There were 4,665 
requests received in 2011–12 and 5,097 in 2012–13.

There was an increase in the degree of complexity of the 
requests received. The increasing complexity of requests 
is partly attributable to the number of recent, significant 
court decisions handed down and an increasing number 
of interactions with large market taxpayers and their agents 
under the early engagement model. 

Key topic areas emerging from advice work include financial 
supplies (for example apportionment), international and cross 
border issues, and Division 81 of the GST Act (which concerns 
Australian taxes, fees and charges).

SUMMARY
We continued to work with Treasury during the year to develop 
the remaining measures, and the provision of communication 
support, from the Board of Taxation (BoT) review, as well as a 
number of other new measures. During 2012–13, we provided 
support for the development of legislation and, in some instances, 
commencement on 1 July 2013 of a number of new measures 
related to BoT recommendations and other changes to the GST 
Act and the TAA: 
n Restrictions on refunds of overpaid GST 

(BoT Recommendation 45).
n Changes for small business operators to stay within GST 

instalment system.
n Implementation of tax implications associated with the 

national disability insurance scheme (NDIS).

Communications relating to the introduction and enactment 
of legislation for BoT recommendations included messages 
developed for recommendation 45 (restrictions of refunds of 
overpaid GST), which was introduced into Parliament. 

On 1 July 2013, the Government implemented the NDIS. 
The aim of the GST amendments is to maintain the GST-
free treatment of such supplies. As funding will be provided 
directly to the NDIS participant and not the supplier of disability 
supports, supports which rely on the supplier receiving 
government funding for the services to be GST‑free may no 
longer be GST‑free. 

We continued to work with industry and the community in relation 
to cross border supplies and international freight measures.

Communication activities for these measures included email 
alerts to key industry stakeholders and ATO Forums, and the 
provision of new or revised information products for taxpayers 
and tax professionals on ato.gov.au

LOW VALUE PARCEL PROCESSING TASKFORCE
The Interdepartmental Committee (lead by the Australian 
Customs and Border Protection Service) continued to work 
on the recommendations from the Low Value Parcel Processing 
Taskforce on efficiencies in parcel processing required as 
part of a decision on whether the threshold can be reduced 
from $1,000.
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SUMMARY
We provide information and services to help taxpayers and 
their advisers. We also seek to clarify the application of the law 
where necessary, communicate our views through interpretative 
information online and interpretative advice in the form of public 
and private rulings and determinations.

CONTACT CENTRES
During 2012–13, we continued our investment in additional 
resources and technology for our contact centres to support 
the community during the peak periods of BAS lodgments 
and tax time when our help is needed the most. We answered 
1,189,819 calls related to GST in 2012–13. This represented 
13% of the total calls we answered. Overall, we answered 81% 
of general calls within five minutes and 91% of tax practitioner 
calls within two minutes.

Commencing 1 July 2013, we adopted industry best practice 
measurement of these service levels which will assist us 
to better align to community expectations. We have also 
maintained a flexible workforce including utilising an external 
contact centre capability to enhance this capability and 
ensured continued effective management of peak and 
seasonal call volumes. 

During the year we simplified the proof of identity procedures 
by allowing contact centres to use the document verification 
service (DVS). This secure online system allows for real‑time 
verification of identifying documentation. DVS will check 
that the information on the identity document matches the 
information with the issuing agency. For example, taxpayers 
will now be able to use their drivers licence as part of proof 
of identity, which is easier and more convenient for them. 
To further simplify the proof of identity process we are also 
investing in establishing voice authentication capability. 

We continue to engage with the community by using social 
media, including Twitter and Facebook, for promotional 
messaging and to respond to less complex enquiries. We also 
post topical messages to educate and inform the community, 
promoting new services or keeping the community informed 
of any service interruptions.

SERVICES TO GOVERNMENT
We manage external and internal stakeholder relationships 
with Government, Ministers and other Members of Parliament, 
as well as a range of other agencies and stakeholders.

TABLE 17: Services to Government activities 2012–13

Activity Number
Compared with 

2011–12

Parliamentary briefings 26 Down 65%

Questions on notice 3 Up 50%

Ministerials 99 Up 135%

Member of Parliament phone 
queries

64 Down 21%

Minutes to Minister 17 Up 6%

Minutes to Treasury 11 Down 50%

Costings to Treasury 18 Down 47%

Ombudsman cases 13 Down 41%

FEEDBACK
We are currently transitioning how we report on complaints. 
In previous years figures provided have included complaints 
managed by other areas of the organisation that involved GST 
as a minor component. For example, queries from taxpayers 
around why their BAS refund was being held. The figures 
reported this year are those where the complaint was 100% 
GST based. 

We received 258 GST based complaints in 2012–13. This 
was a significant decrease on 2011–12 and the reduction in 
complaints is attributable to improved business approaches 
through identifying and addressing capability gaps. The most 
common complaint related to audit issues, refund integrity, 
refund fraud and objections.

HELP AND ASSISTANCE
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