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Foreword

In March 2000, the Commonwealth Government, throtigh GST Start-Up Assistance Office,
contracted the Uniting Church in Australia (in goecation with the various Synod offices) and
Lifeline Australia, to deliver GST Start-Up Assista to the Uniting Church and Lifeline. The
assistance focused on business skills and othangements necessary to operate in the new tax
system — A New Tax System (Goods and Services Aeix)999.

A Uniting Church GST Assistance Project Team wgsoaped to provide information services and
undertake an extensive education program in akstand territories of Australia prior to completio
of the project on 30 June 2000. This project teamsisted of a National Co-ordinator and a humber
of State Co-ordinators based in Brisbane, Sydnetbdlrne, Adelaide and Perth. The project was co-
ordinated from the Victorian Synod office where Metional Co-ordinator was based.

Presbyteries, congregations, community service @gen other organisations of the Church and
Lifeline centres participated in seminars and widgs throughout the country.

This Manual was initially designed to complemerdsin seminars arranged by the GST Assistance
Project Team. It is not an exhaustive referenceahenGST, but rather a guide to assist with the

introduction and ongoing application of the GSTeTanual is being continually updated as the GST

legislation is refined and Australian Taxation ©&iRulings are issued.

| am indebted to our Church and Lifeline Treasufersthe way that you have met the challenges
presented by GST and are keeping up to date wetiminy changes which still continue to take place.
On behalf of the Church, | want to acknowledgetteenendous amount of time and effort you have
put in. | trust that this revised version of therial will continue to be a very useful resourceyfon.

Now that the new tax system has settled downle,litte all need to be mindful of our tax reporting
responsibilities to the Government from an ethaadl compliance point of view. This Manual will
provide assistance with completing all the requinetdrns.

The Australian Taxation Office has recently releaaenumber of new publications to assist churches
and charities with the issues of Taxation generalliist of resources is included in this Guide.

The Assembly acknowledges the financial contributivsade by the Commonwealth of Australia in
assisting us to develop the initial Treasurers Mamwm GST for use within the Uniting Church and
Lifeline, on which all subsequent editions haverbeased.

Terence Corkin
General Secretary
National Assembly
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Disclaimer for printed information material

Important information concerning this material - please read

This manual was originally auspiced as part of @@mmonwealth’s GST Start-Up Assistance

Program, and was designed to provide general irftom on the GST and on business skills,

practices and processes necessary to operaten@itAST. The manual was derived from a number of
publications issued by the ATO which focussed oalsand medium enterprises and the community
and education sectors.

Since the introduction of GST on JuI§}, 2000, there have been a significant number oinaments

to the original Act, A New Tax System (Goods and Services Tax) Act 1998]us there have been,
at the time of writing this edition in August 20 GST public rulings, 21 GST Determinations, 12
GST Bulletins, and innumerable private and misoeltaus rulings.

The updated edition of this manual has been writtextcordance with the current "state of play,itas
existed when the manual was being updated, buersadted to be mindful that the legislation, aad it
interpretation, may alter at any time.

Caveat Emptor

Because business circumstances can vary greaglynétterial is not designed to provide the optimal
GST or business advice for every specific circumsta Rather, because aspects of the GST are
complex and detailed, the material is designedréwige a generalist, but relatively comprehensive
cover of all aspects of the GST as it applies ¢oGhurch, charitable and community sectors.

Before you rely on this material for any importantmatter for your business, you should:
« make your own enquires about whether the materials relevant and still current, and
whether it deals accurately and completely with thiaparticular specific matter; and
e as appropriate, seek your own professional advicestevant to that particular matter.

This material is provided on the understanding ttfether the Commonwealth nor its personnel, nor
the Uniting Church in Australia, is engaged in pding professional advice for a particular purpose.

(Note : These limitations and warnings also applethformation based on the material presented at
any seminars or workshops which were provided as @athe initial GST Start-Up Assistance
Program.)

Contact

If you have any questions regarding this manualsocontents, or suggestions on matters that would
improve it for future editions, please contact Jamnston at the Uniting Church in Australia, Syobd
Victoria and Tasmania.
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Introduction

This manual is provided for Uniting Church in Awdia congregations and related not-for-profit
organisations to:

provide an understanding of the basic conceptieo@oods and Services Tax (GST)

explain the importance of appropriate documentadind record-keeping required to account for
the Goods and Services Tax (GST)

mention some basic business risks that may ariaecassequence of GST
outline some elementary steps to be taken pritve¢antroduction of GST
assist in making appropriate basic decisions rejet GST registration.

The manual contains both the theory and the aptjgitaf the GST and the practical tools to help you
prepare for implementation.

It should be noted that, although many refereneésr to congregations, it is equally applicable to
presbyteries, clusters, shared ministries, othergmation grouping structures or not-for-profit
organisations.
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GST, or, The New Tax System

GST, or, The New Tax System as the Government callecommenced on JuIySt,12000, and
comprised a number of key features including:

* A new unique identification number for all taxatiand other government transactions called the
Australian Business Number (ABN).

* A Goods and Services Tax (GST) of 10% on the supplyost goods and services consumed in
Australia.

A Pay As You Go (PAYG) system that replaced a nunabdax systems, including Pay As You
Earn, the Prescribed Payments System, the ReparRdyments System, Provisional Tax and
company instalments.

* Arequirement to report fringe benefits on empleygayment summariest grossed-up rates.

* The introduction of a single reporting form calldte Business Activity Statement (BAS) that
replaced several previous business tax forms.

* The requirement for charities to be endorsed asuddade gift recipients and/or income tax
exempt entities.

* Reduced rates of personal income tax.

* Extensions to the Diesel Fuel Rebate Scheme.

* Aluxury car tax and wine equalisation tax (to effthe abolition of wholesale sales tax).
» Changes to excise on alcohol.

* Abolition of the wholesale sales tax and some SiateTerritory taxes.

» A capping requirement on fringe benefits providethyy employees

A total change in tax philosophy

The change from the wholesale sales tax arrangaméimé GST was a major change in the manner in
which tax was administered, particularly in that foe first time, many entities within the not-for-
profit (NFP,) sector had to deal with taxation. ©@nthe previous system, a NFP entity could obtain a
registration number which it was permitted to quotebtain an exemption from wholesale sales tax.
Thus it was the entity that was exempt from taxdémnGSTthere is no such thing as an exempt
entity, ALL entities are liable for charging and/or payrhef GST, however, some supplies of goods
and services are exempt.

Tax, or the exemption from tax, is therefore ralaelely to the specific transaction, not to thétgn

Wholesale sales tax, and the use of the exemption numbers, ceased
effective July 1st, 2000.
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Implications for UCA congregations

The New Tax Systenaffected the Uniting Church in a number of wayduding:

Each congregation/agency requires an ABN and we#ichto register for GST. (See Registration
page 1000)

GST registered congregations need to:
charge GST as appropriate;
claim tax credits; and
prepare a BAS (Business Activity Statement).

If registered only for ABN and not GST, the orgatiien will still need to complete a BAS to pay
PAYG withholding taxes (Payroll deductions, amoulnétd where no ABN is quoted, and also
any FBT) unless all payments of this type are mhdmugh the Synod central payroll.

All types of income transactions will need to beiegved to determine if GST applies.
GST will impact upon:

- documentation received and produced (tax invoices)

- the organisation’s information and reporting system

- pricing of goods and services

- government grants

- specific new clauses required when entering intdgregtual arrangements

- fundraising. To exclude fundraising activities froine GST net,
congregations/agencies may choose to have thasiiestrecorded as unregistered
sub-entities. The church council or agency wikaéo maintain a list of these sub-
entities. Refer to page 1004.

Incorrect handling of GST-related matters will aafisancial loss to an organisation.

Staff, office bearers and especially treasurerd nteebe informed on how GST affects their
organisation and trained in aspects that affedt vark.

The Goods and Services Tax (GST) will affect paytsiéor most supplies provided to the church
and refunds can be claimed only if you are regestdor GST.

The Pay As You Go (PAYG) system has replaced a pumbtaxes including: Pay As You Earn
(PAYE), the Prescribed Payments System (PPS), eovdsional Tax.

Withholding tax of 48.5% may apply to payments medexcess of $50.00. (See page 801.)
Agencies or schools that currently have Public Belant Institution (PBI) status or issue income

tax deductible receipts should seek endorsemeiatttfe Synod,) as a deductible gift recipient if
this has not already been done.

All congregations need to obtain endorsement aig@me tax exempt charity to maintain their
current exemption from paying company taxes.

The Uniting Church in Australia is registered &8 @il Religious Group.

Fringe benefits are to be shown on employees’ paysigmmaries at the grossed-up value. (Not

applicable to Ministers of Religion employed by iBelus Institutions for benefits provided in
relation to religious or pastoral duties.)

From 1/01/01 fringe benefits for PBI staff are ceghpat $30,000 grossed up before any FBT
becomes payable. (Ministers employed by a PBI ateemployed by a religious institution,
therefore they are included in this cap and argestibo normal reportable benefit legislation.)

The New Tax Systeoontains special provisions for charities. As akpd on the following page the
Uniting Church in Australia is a charitable insti¢un.
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The reason that churches and other religious orgasations are able to take advantage of the
concessions granted to charities imhe New Tax System is because the legal meaning of the word
‘charity’ arises from common law and is wider thanthe commonly understood meaning.

Organisations will be charitable if they are corntddcon a not-for-profit basis and are establisiwed t
benefit the community, or some section of it, tigiou

» the relief of poverty or sickness

» the advancement of education

» the advancement of religion, or

» other purposes beneficial to the community.

» and they are an ‘institution’ or a ‘fund’.

The term ‘charitable’ has the same meaning for @GSit has for income tax purposes.

What is ‘advancement of religion’?
Institutions and funds established for the advarme#rof religion include:

» churches
* synagogues and other religious congregations
* seminaries
* religious orders
e organisations for:
- building or repairing religious buildings
- maintaining clergy, and
- spreading religious doctrine and practice.

To advance religion means ‘to promote it, to sprgsichessage ever wider amongst mankind; to take
some positive steps to sustain and increase rafigielief; and these things are done in a variéty o
ways which may be comprehensively described as@dsind missionary’.

Next page is 100
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GST concepts

GST is a broad based tax, currently set at a ai®%, and applying to most goods and services
consumed in Australia. GST is a transaction-basednbt an organisation-based tax. Therefore
treatment usually depends on the type of transaetiml not whether the organisation is income tax
exempt. (Refer : A total change in tax philosoptypage b.)

The ultimate/final consumer usually bears the c66ST, not the organisation providing the goods
and services. However, the liability to pay GSThe Australian Taxation Office (ATO) rests with the
supplier of the goods and services, not with tretamer.

Importantly, charitable, religious and not-for-ptobrganisations are now part of the tax system,
however many activities are favourably taxed as ®8& transactions. By being registered for the
GST, congregations are able to claim credits foll @8id on acquisitions and are obliged to charge
GST on a proportion of income.

The previous entity-based exemption system froml@gade sales tax for charitable, religious and not-
for-profit organisations was not transferred to dcgvity-based GST.

The Uniting Church in Australia is a charitabletingion as identified by taxation legislation. Ehi
expands the range of transactions that are GSTasewell as providing income tax benefits. (See
Charitable Provisions page 200).

How GST works

GST is collected at each stage in the processoofystion. Each organisation or person in the chain:

» charges GST on services delivered or sales made,

» claims back from the ATO all GST paid on the gopdschased and other expenses as inputs to
sales,

* when they make their return to the ATO, they sutitthe GST collected on their sales from the
GST they have paid on their inputs, to calculagertet amount payable,

» the final consumer bears the tax, ie. they canlaimcredit for GST paid on purchases.

In the example following your organisation might the retailer, selling items of stationery to raise
income for the services you provide. For you, ti&T@onsequences are as follows:

e you purchase stationery from the wholesaler fol0$8&luding $30 GST

« you sell the stationery and charge the customed, $66luding $50 GST

 when you submit your GST return to the ATO you abde to claim back the GST on your
purchases, but must submit the GST collected om gales. It is the difference between these
($50 collected from the customer less the $30 paithe manufacturer) that must be paid to the
ATO: that is $20.
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Manufacturer GST on sales $20 $20 GST paid by
Sells goods to Wholesaler |:> less input tax credit ~ $0 |:> Manufacturer to
for $220 including $20 GST GST to pay $20 ATO
Supplies goods to Retailer |:> less input tax credit $20 |:> Wholesaler
for $330 including $30 GST GST to pay $10 to ATO
Supplies goods to buyer |:> less input tax credit $30 |:> by Retailer to
for $550 including $50 GST GST to pay $20 ATO
End Consumer pays $550 including $50 GST $50 total GST
(Where 50=1/11 of 550) paid to ATO

Because your organisation claims back the GST mostlall its purchases (whether for resale or not),
and collects the GST on its commercial sales téoousrs, it can be seen that the GST is not a direct
burden on the organisation.

Looking at the example as a whole, you can seehilisinesses have paid a total of $50 GST to the
ATO. But when you look at the bottom row of thelégbyou can see that the final consumer has
actually paid that $50. The input credit mechanftmt is only available to registered businesses an
organisations, not consumers) means that the @B®I cost is borne by the consumer, not the
organisation.

This example assumes that all transactions toateglathe same tax period. In real life transastion
may occur in different tax periods. The GST legdista does not require outputs to be matched with
inputs.

The key points to note are that you must rementeharge and record the GST on your services and
sales, and to keep a record of the GST you hawkgrayour inputs (ie. the stationery).

Tax fraction

The GST is 1/11t of the total price charged or paid
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Total price includes GST

When an organisation enters into a transaction ighat taxable supply, GST must be added to the
value of the supply to arrive at a selling price floe good or service. In other words, whatever an
organisation charges or pays for a taxable supglyhave GST included in the price it charges or

pays.

Total price includes cost

Because 10% is added to the value of a taxabldysupp GST component of the GST-inclusive price
is 1/11"of that price; the rest (10/13 is the value before GST.

In relation to that supply, that remaining 1071af the price is the supplier's real ‘income’ as tBST
collected must be remitted to the ATO.

Similarly, for the acquirer of the supply, that mining 10/11* of the price is ordinarily the true cost
of the taxable supply as the GST content is realerfrom the ATO. (There are some exceptions to
this rule and these are discussed later.)

With any taxable supply you would typically find:

GST-exclusive price $10 (10/11
Plus GST 10% $1 (1/¥1The tax fraction)
GST-inclusive price $11

Congregation book accounting

Where ‘tax invoices’ use the words ‘The total priceludes GST’ in order to post cash-book entries
treasurers will need to use the I71fax fraction’ to calculate the amount of GST. Roample, if a
GST-inclusive invoice is received for $49.50, th&TGcomponent of $4.50 will be calculated by
dividing the invoice by the tax fraction of 11.

Types of supplies

There are three types of supplies:
» Taxable supplies

» GST-free supplies

* Input-taxed supplies

Additionally there are supplies that are excludgdhe GST Act
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Taxable supplies (SCREAM)

Registered entities must apply GST on revenuenless the revenue item fails to meet one of ithe s
essential elements of a taxable supply outlinedvbéhat makes the acronym SCREAM:

e Supply for

¢ Consideration by a

* Registered entity in the course of furtherance of an

« Enterprise that the entity is carrying on that isrmected with
e Australia which

e Must not be a GST-free or input-taxed supply.

It is critical that every registered congregatioerstands that if the congregation fails to ch&&§&
when it should, the congregation will still havepay to the ATO 1/1% of the price charged. If a
congregation fails to keep track of its purchaseslenin respect of taxable supplies and GST-free
supplies, it could miss out on claiming back GST.

GST at the rate of 10% would be added to the vafuaxable supplies. However, a taxable supply
specifically excludes supplies that are GST-free, supplies that are input-taxed.
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Explanation of the six elements of SCREAM

S — Supply/acquisition
It is very important to appreciate that for GSTot payable, there must be a taxable supply of goods

and services.

The GST is intentionally very broad in its coveralgés intended to capture all forms of consumptio
so may include a range of things that you may rastehthought of. Unless specifically excluded,
congregations will need to forward to the AustraliBaxation Office 1/11 of revenue received for
taxable supplies. All forms of revenue have theeptial to be taxable supplies, so it is importéuatt t
you understand what can be a supply.

Supply includes sources of revenue, such as servicesddaand sales, and includes:

» Goods, eg. sale of stationery

» Services, eg. catering services

» Advice or information, eg. counselling

* Real property, eg. sale of business premises

* Right, eg. rental, or right to occupy

» Obligation, eg. grant received that creates argabbn, such as to build a hall.

Goods can be grown, made, or imported and can bghb@and sold repeatedly.

Services also come in many different forms. Sessitan involve a plumber fixing a blocked drain, or
the local swimming club teaching the kids to swirhe local Council, Federal Government, and the
local Citizens Advice Bureau all provide servicBeme services we use are costly, some cost nothing,
and some organisations provide services in retursidbscriptions and members’ donations.

A significant proportion of supplies made by corgggons will not be taxable, but it is importanath
congregations recognise and charge GST on suppaesre taxable.

Acquisitions

An acquisition is the purchase of a supply. In most cases imeulits can be claimed for GST paid on
acquisitions.

Time of supply

GST applies to all supplies made after 30 June 26@Jer to page 700 if you have any issues
regarding transactions covering the transitionabgeimmediately prior to and after July 1st, 2000.

Note: The special rules used to decide the tax period, to which specific accounting entries are
attributed, are not based on time of supply but are based on either time of payment (cash) or
invoicing (accruals). (See page 601 for attribution rules.)
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C — Consideration

A transaction must involve the giving and receivofgconsideration to be a taxable supply. In broad
terms, consideration is something given or receivedeturn for the goods and services that are
purchased or sold by an organisation. In most dasesonsideration will be in money. In this comtex
the money may be paid by way of cash, a chequeayment using a credit card. However where the
consideration is reduced, GST only applies to #iced consideration. Whilst GST may apply to
goods and services, for no cost its value will @®zie. 1/11 of zero is zero.

Care must be taken in relation to transactionsrtiegt include a non-commercial component. In a case
where a transaction has been deemed to be GSThEcamise it is non-commercial, there can be an
element of the transaction which could be rulebe@isig consideration, but which has not, in the
original transaction, been quantified. The Austnalifaxation Office has ruled that this situatiofl wi
be taken as applying in a situation where a nopfofit entity sells an item to an employee forsles
than the commercial price. The services of the eygd will be taken to be consideration, and the
GST will be payable on the amount that would hasentthe commercial selling price.

Gifts and donations excluded from consideration

The GST definition of considerati@pecifically excludes genuine giftsThe basic definition of gift
as defined by case law must contain the followiegnents:

e be voluntary, with
* no material benefit provided to the donor as altefwa gift.

Note: The supply of small tokens, eg. Red Noses, does not stop the donation being a gift.
However, receiving fundraising pens, flowers, raffle tickets or tickets to a dinner in return for
making a donation are not regarded as gifts.

Barter ‘Contra’ included in consideration

The definition of consideration has a very wide nieg for GST and includes value for non-cash
items such as barter, ie. where goods are supipliexturn for other goods, or for services. Thedgpo
and services that are supplied in a barter tralogabfive value to the person providing them ang the
constitute ‘consideration’ for the person receivihgm. In others words, in a barter transactiolyeva
is both given and received and may be a taxablplg@wen if no money changes hands.

Example

A congregation arranges to purchase a new photocopier and trade-in their old one.

Purchase price of new photocopier $5,000
Less: trade-in of old photocopier $1,000
Cash paid to dealer $4,000

In this case the consideration received by the dealer is $5,000, as is the consideration paid by
the congregation. Money or monies to the value of $5,000 has been given and received in
each case.

For GST purposes, the dealer has made a taxable supply for consideration totalling $5,000. A
tax invoice must be issued to the congregation for that amount, not for the $4,000 received in
cash. The dealer pays 1/11t of the $5,000 as GST payable to the ATO. The congregation can
claim a $454.55 GST input, ie. 1/11t of $5,000.
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Conversely the congregation has made a taxable supply of the old photocopier for a
consideration of $1,000. The congregation must issue a tax invoice to the dealer for the
supply of the old copier for $1,000 and pay to the ATO $90.91 GST (being 1/11t of $1,000).
The dealer can claim a GST input credit for $90.91.

In the circumstances where a barter "club” or siméxists, and a transaction is entered into on the
basis that at no point will there be an exchangéuontls between either party, GST may still be
payable. The ATO has ruled there will generallyalideemed value, and hence GST will be payable, if
at least one of the items has an economic valukjtda a "good or service" that an acquirer would
usually be prepared to pay money for.

A transaction of this nature will require that thpecific circumstances are investigated, and the
character and "value" of the transactions assessed.

R — Registered Entity

To register for GST, you must be antity conducting an enterprise.

To charge GST, an entity must have an Australiasirass Number (ABN) and be registered for
GST. Only registered entities can charge GST aiyl registered entities can claim the GST credits
on business acquisitions (purchases).

The Uniting Church in Australia State Property Trusts are registered legal entities. Each has its
own ABN and is registered for GST.

The definition of entity is also extremely broadlancludes:

e individuals

e corporate bodies. (including Uniting Church Stateperty Trusts)
e partnerships

* trusts

e superannuation funds

* un-incorporated bodies. (including Congregations.)

Congregations

Congregations and presbyteries need to be registeyeentities. Each registered congregation and
presbytery has its own ABN.

ATO legislation requires not-for-profit entities\cluding congregations, with a turnover of $100,000
or more to register for GST. Congregations withuendver of less than $100,000 are strongly
encouraged to registered. Most congregations wikititled to GST refunds and will wish to register
for GST. (See Registration page 1000.)

Legislation has also been passed to enable théared a GST Religious Group (Division 49). To
be part of this group every congregation, coundihiw the group must be registered for GST and
ITEC endorsed. The benefit of this GST Religiousup is that transactions between members are
exempt from GST.

Congregations also have the ability to use chdetamnd/or unregistered sub-entities to exclude
activities such as fetes from the GST net. (SeasRagon page 1004.)

Page 106 September 2003



E — Enterprise
To register for GST you must be an entity condgcéin enterprise.

For congregations it is important to know that dledinition of enterprise includes religious aciiegt
but excludes salaries and wages.

Enterprise is about making things happen and ggttimgs done. Enterprise manifests itself in many

ways. Enterprise involves everything from the atiég undertaken by Australia’s largest companies,

to the activities of community-based organisatisnsh as churches delivering to society’s needs and
wants. Enterprises that are required to registerG8T may not necessarily be ‘businesses’ or

‘organisations’ in the way those terms are normadyceived.

The definition of enterprise includes an activityseries of activities in the form of a:

* business

e trade

e religious activity

* property transactions

e operation of gift deductible funds
e public institution activities.

However enterprise excludes:

e salaries and wages
e private pursuits and hobbies
« loss-making enterprises.

A — Supplies connected with Australia

Only supplies connected within Australia are subjecAustralian GST. Supplies connected with
Australia include:

e goods in Australia, or being removed from, or bitauigto, Australia.

e real property in Australia

« other supplies where supply is done in Australimade through an Australian enterprise.

Note: Special rules apply for payment of GST on imports and make exports GST-free.

M — GST-free and input-taxed supplies

Normal taxable supplies must not be either GST-dreeput-taxed supplies.
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GST-free supplies

A GST-free supply is a special classification tbhampletely removes the impact of GST from the
transaction, that is GST is not charged in the gaiee, but input tax credits on supplies can be
claimed back, effectively removing all GST from tbest structure. For congregations, many of the
negative aspects of GST are eliminated when supm@re classified as GST-free transactions.
Therefore the net cost should not increase and @@8% not apply to the sale price.

If a supply by a congregation is GST-free, then

» the congregation does not charge GST
» the congregation can claim input credits for GST icluded in the price paid for the things
acquired to make the supply.

For congregations, th&ST Actcontains special provisions (highlighted belowattienable most
supplies to end consumers to be GST-free. Wherestipply is to a domestic consumer this is
important as it enables the supply to be made dféBST. For supplies to a business this is not as
important, as businesses can usually claim crdditsany GST they pay. The non-commercial
category is particularly important, as it can eratmingregations to provide GST-free supplies that a
normally taxable.

Listed below are some major GST-free categories:

* basic food (see Food page 321)
* health including
- recognised medical services
- other recognised health services including dentists
- chiropractic, nursing, optical, pharmacy
- hospital treatment
- residential aged care (not Independent Living Yr{Bge page 312.)
- community care, eg. meals on wheels
- medical appliances, eg. hearing aides
- drugs and medical preparations
- private health insurance
* education (See Training page 312.)
» child care (See Child Care/Pre-school page 324.)
» exports for consumption outside Australia
» religious servicegSee page 200.)
* non-commercial activities by charities*(See GST Charitable Provisions on page 204.)
» donated second-hand goods by charitie{See page 203.)
» raffles and bingo conducted by charities{See Bingos and Raffles page 320.)
* water and sewage
» supplies of going concerns (applies to sale obastiag business)

e transport (applies to transport to/from Australindaincludes the domestic component of
international travel)

e precious metal (applies to first sale after mining)
» duty-free shops
+ farmland
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« cars for disabled people (special requirementsyappl
* international mail.

*TheUniting Church is a charitable institution.

Example

A wedding ceremony which is integral to the practice of religion and when conducted by a
religious institution is GST-free. However, car hire and the purchase of flowers for use by the
wedding party_are not integral parts of a religious service and are not GST-free.

While the above general categories of supply wall ®BST-free, each has a very specific meaning.
Where further details are not provided in this nanweongregations may need to seek further
clarification. Remember, if a congregation makesistake and doesn’'t charge GST because it was
thought at the time that the supply was GST-freg itdater turns out to be taxable, the GST lidpil
rests with the congregation not the consumer.

Input-taxed supplies

Rather than tax the final consumer, this categaxgd the supplier as the end consumer.
For input-taxed supplies, congregations

e do not charge GST on the supply; and
e are not entitled to input tax credits for anythingacquired to make the input-taxed supply.

Whilst this classification reduces the cost inceets the end consumer, it increases the supplier’s
costs. In order to maintain profit margins pricergases are required for input-taxed supplies.

Input-taxed supplies include:

* residential rents — potentially includes rentaloime from manses and independent living units.
(See page 312.)

» sale of residential premises. (See page 315.)

« financial supplies - includes banking, life inswanand superannuation, interest, dividends,
deposits realised, loans received and loans repaid.

* precious metals.

» school tuckshops and canteens — the legislatiomnvalhot-for-profit bodies to choose to be input
taxed or to apply the general GST rules. Please tii$ choice is not available if supplies are
made for other than food, eg. sale of books oroums.

Additionally there are special rules for long-tecmmmercial accommodation. (See Rental Income,
page 312.)

Financial supplies are transactions of a money nature covering adedyof banking or money
transactions such as lending, mortgages etc.

However, there are a number of exclusions thatbeaallied to these areas which are, in fact, taxabl
supplies, eg.

« advisory services

« legal services

* brokerage on share purchases
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e accounting services

* tax agent services

» safe custody services for cash, documents or ttiveys
* payroll services.

Example

Residential rent received by congregation $10,000

GST $0

Less congregation costs:

Repairs (including $100 GST) $1,100

Insurance (including $50 GST) $ 550
$ 1,650

Surplus $ 8,350

The $1,650 figure includes $150 GST (being 1/11th of $1,650). The congregation cannot
recover the $150 GST as an input tax credit. This is because the residential rent is treated as
input taxed.

For congregations, input-taxed transactions hawenaber of negative implications that include:

» the need to increase revenue to maintain margin

» extra administration to identify and not claim B&T paid on acquisitions, acquisitions include
an apportionment of general administration costs

e special insurance requirements. (See page 416.)

A supply that at first examination should be an Input-taxed supply,
may qualify to be a GST-free supply.

This is important for manses or houses that areede(see page 204), as we believe a number of
manses may be GST-free under the non-commerciglsions. (See also Independent Living Units,
page 312.)

Importantly the classification of residential rdrda GST-free rather than input taxed will:
» simplify accounting for congregations, as they witl longer be required to account for GST on
acquisitions for which they cannot claim GST inpredits

» simplify insurance requirements, as our insuranod&dy must be advised where our property is
input taxed (See Insurance page 416.)

* remove the possibility of an adverse impact of usatbnt application of associate’s provisions of
the GST legislation.
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Claiming money for GST paid
(input tax credits)

GST paid can usually be claimed back from the All@put taxed supplies excluded.) This is termed
‘input tax credits’. For input tax credits to baiched, GST must be included in the price paid, iand
must be a creditable acquisition. (Acquisitiongrfroon-registered entities do not include GST.)

A creditable acquisition is made:

« if something is acquired in order to carry on anegrise (excludes input-taxed supplies or
acquisitions made for private use)

« if the goods or services supplied are taxable seppl

« if the congregation is registered

« ifit's not entertainment. (See page 407.)

Private use is an acquisition of a private or ddinesmture. GST paid on Ministers’ Benefits Accaunt
(MBA) and staff fringe benefit expenditure is nohsidered private use and can be claimed.

To avoid any confusion later oimput-taxed suppliesare not the same as input tax creditput tax
credits are the credits allowed for GST paid on busineg®mses incurred to enable you to provide
taxable or GST-free suppliggaput-taxed suppliesare goods and services on the sale of which there
is no GST charged and the acquisitions of whiclitin@x credits cannot be claimed.

For financial supplies, restrictions only apply olaiming GST credits on associated acquisitions,
where the value of the associated GST credits tenmj ie. the lesser of $50,000 GST credit or 10%
of the total value of input taxed credits. It ipegted that congregations can always claim GSTitsred
on acquisitions associated with financial supplies.
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Business Activity Statement (BAS)

For the relevant tax period, GST-registered corgjiegs will submit a BAS to the Australian
Taxation Office (ATO) which either claims a GSTuedl or pays the value of GST owing. (See page
904 on the BAS statement for detailed instructipns.

Example
Total GST 111"

Revenue $ $

Open plate offerings 30,000

Rent manse (GST-free) 7,000

Hall rental (commercial) 550 50
Total revenue 37,550 50
Expenditure

Minister’s stipend 25,450

Manse repairs (incl. $200 GST) 2,200 200

Other expenses (incl. $900 GST) 9,900 900
Total expenditure 37,550 1100
BAS return
GST received 50
Less GST paid -1100
GST refund due from ATO 1050

Next Page is 2(
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GST charitable provisions

Special provisions argrovided by the GST legislation relating to chast(which includes churches).
These cover:

» religious services

» donated second-hand goods

* non-commercial supplies

» raffles/bingo. (See page 320.)

Religious services of churches

The Government considers these ceremonies to ligpdres services’ and :

* Religious services will be GST-free. Uniting Chueshand other institutions that supply religious
services will not charge tax on those serviceswitidoe able to claim input tax credits for tax
paid on their inputs. The service supplradst be integral to the practice of the religionto be
GST-free.

For the purposes of the Uniting Church in Australe following activities are consideredegral to

the practice of religion:

* weddings

» funerals

* baptisms and dedications

» gpiritual retreats and education of the faith.

Spiritual retreats:

» in some cases religious training may be GST-freth g a GST- free religious service and as
GST-free education

» whilst spiritual retreats may include other actest eg. break for exercise, religion must be the
primary focus. A church retreat where the primarguis was not religious activity would not be
GST-free.

This activity includes the preparatory classes #natrequired for the service and the conduct ef th
service.

The location of GST-free religious services is nestricted to church buildings. The location is
restricted to Australia but can be anywhere ineigdin land, on water or in the air.
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Example - Wedding

Joe and Mary have elected to get married at a GST-registered Uniting Church. In order to get
married they are required to participate in the Prepare/Enrich course. The fee charged by the
church consists of:

Minister $50
Sound $50
Flowers (to decorate the church) $30
Prepare/enrich $55
Church hire $20
Total cost/fee $205

The charge for the wedding would be GST-free, except for the provision of the flowers on
which it must be charged, as the ATO regards these as not being integral to the wedding
service. All GST costs incurred by the Church are claimable.

Example - Baptism
Jane has her baby baptise

d and gives the congregation a thank-you gift of $50. As there is no scheduled fee for this
service, the $50 is understood to be a gift and is therefore not deemed to be consideration for
supply of the baptism and 1/11thdoes not need to be given to the ATO. Baptisms are
considered GST-free religious services. Therefore, even if $50 was considered payment for
services it would be GST-free.

It is important to note that religious services sgpplied by a ‘religious institution’ are not G&Ee.
Therefore the following are not GST-free:

e ceremonies conducted by civil celebrants
» ceremonies provided by undertakers, etc.

Note: Undertakers may act as agents for the Uniting Church and pass to the client our GST-
free charge for conducting a religious service.

« religious services provided by a minister rathemntla church.

Note: Ministers are generally not registered for GST as individuals, and therefore cannot
charge GST. (It is the congregation that is registered.)
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Religious Services and Undertakers

Where the church provides a “Religious Serviceldding a funeral service it is GST-free and we
cannot charge GST. If required we can quote thegramation ABN to avoid the 48.5% PAYG
withholding tax.

Where a minister (not registered for GST) suppdigsligious service (in their own right) they cahno
charge GST because they are not registered for G&&.government has announced that it will enact
legislation creating a zero withholding tax rate foinisters providing pastoral duties. Therefore
PAYG withholding does not apply.  (Refer to Pd@4)

Where an unregistered sub-entity of the churchigesvcatering it cannot charge GST (or claim GST
credits). The sub-entity may have separate acsaursccount for its activities in separate casbkbo
columns. If required the unregistered sub-entap quote the congregation ABN to avoid PAYG
withholding. NB: ABNs apply to the total entity @& ST is only one of the purposes such as PAYG
withholding the entity includes the sub-entity.

If catering is supplied by the congregation (notusnegistered sub-entity) GST would apply unless
the supply is non-commercial (ie less that 75% o$tcor 50% GST inclusive market value).
Congregations would need to quote the Churches MBbre GST has been charged to avoid PAYG
withholding by the entity for whom the catering Heeen provided.

The above rules apply to our supplies regardlesat@ther the supply is to individuals, estate or
undertakers.

Where the congregation, sub-entity or minister,puphe funeral service/catering to an undertaker
GST will not normally apply. However GST will agplio the subsequent supply from the undertaker
to the executors of the estate. Executors canlaohdhe GST credit and would therefore benefit
financially by avoiding GST if they paid directly the church/sub-entity or ministers. Other pradti
issues such as payment of invoices may enter udio 8 decision.

To create an unregistered sub entity, there aréodga rules,
1. a decision must be formally made to create an ustezgd sub entity, and

2.the accounting items or transactions that relat&écactivities of the sub entity must be abledo b
clearly identified in the accounts, from that of tongregation.

For the purposes of the first requirement, a formation at the Church Council, documented in the
minutes, will be satisfactory. This record mustreined for a minimum of five years. With respect

to the second requirement, the minimum requirementld be separate columns in the cashbook for
revenue and expenses for the input taxed evendsprdy transactions that relate to these should be
recorded in those columns. These should be showmeé&btal figure, (GST inclusive for expenses,)

with zero shown in the input tax column.
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Donated second-hand goods

Second-hand goods are considered to be goodsdiatldeen used previously. Provided they retain
their original character, the sale of donated sddwnd goods is a GST-free supply by the church.
Donated food items or animals are not second-handsy

The sale of clothing that has been cleaned andreepfor sale is GST-free, but the sale of goods
made from recycled clothing is subject to GST. &mmple, sales of clothing from opportunity shops
will generally be GST-free, while the sale of inttigd cleaning rags that have been made from
recycled clothing will be subject to GST.

The ATO has accepted that the sale of buttons, dack zips removed from donated second-hand
goods is a GST-free supply.

(See GST commentary on Charitable Opportunity Sipage 500.)

Example - Selling donated second-hand goods

A church receives donations of damaged second-hand clothes for sale in its opportunity shop.
If the donated clothing is cleaned and/or repaired prior to sale it will be GST-free.

If the second-hand clothes are cut up and sold as rags, the sale of the rags will be subject to
GST as they are no longer the same as the goods that were donated, but have been
manufactured by the church into a new product, that is, rags.

In most circumstances small quantities of donatd goods will be GST-free (eg. small quantities of
new shirts left in a bin). The Commissioner of T will accept that all goods received in
collection bins will be considered second-handesslthe charity has information to the contrary. Fo
example, if a clothing manufacturer advised therithahat it will be depositing 500 new shirts in
their collection bin, the shirts would not be calesed second-hand goods.

If registered for GST, GST should be charged wtadling purchased second-hand goods, however
there are special rules for claiming GST credits.
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Non-commercial supplies

Although a significant proportion of supplies ofagis and services dyusinesseare subject to GST,
supplies made bghurchesand other charitable institutions will be GST-fre® a non-commercial

supply.
The non-commercial activities of churches and ¢iegrivill be GST-free if the consideration is:

Supplies other than accommodation

Less than 50% of the GST-inclusive market valuthefsupplyor

Less than 75% of the GST-inclusive market valuethef consideration the supplier provided for
acquiring the thing supplied (cost).

Accommodation supplies

Less than 75% of the GST-inclusive market valuthefsupplyor

Less than 75% of the GST-inclusive market valuethef cost to the supplier of supplying the
accommodation.

This is the primary provision for charity organisat to enable an easing of the potential burden of
GST. The key test is the market value of the obsupply. When using this provision, congregations
must either use:

ATO benchmarks (where applicabley,
Provide documentation that would be acceptable t@asonable person.
Specific ATO benchmarks have been developed to Hetermine the ‘Market Value’' for some

restricted activities (Refer page 210). It is intpat that each congregation considers some form of
documentation to support any major transactiongevtiey have elected to apply this provision.

Example - Supplies for less than 50% market value
Church book sales not subject to GST

A GST-registered church conducts a bookstall at the monthly community Sunday Market. The
bookstall is operated by the church as a means of propagating the Christian faith. The
bookstall sells Bibles and evangelistic texts either at no cost or at well under half their market
value.

The bookstall can be regarded as a non-commercial activity of the church and therefore the
sales are GST-free. The bookshop is entitled to an input credit equal to its stock purchases
and operating costs (but not wages).

Where sales are made on a ‘non-commercial’ bdséy, will not be subject to GST (see fundraising
section on page 306).

Example - Supplies for less than 75% of the cost of the supply.

Non-commercial activities are exempt from GST
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A church charges its members $100 for a Bible. The cost of purchasing the Bible is $140.
As the Bible is sold for less than 75% of the cost of the supply, the sale will be GST-free.

How to determine cost
In general terms when calculating the cost of mhog something an organisation should include:

All direct costs incurred — for example materiatsl atipends/salaries paid

A reasonable apportionment of indirect costs irexir- for example administration, office costs,
electricity, telephone, insurance etc.

For supplies other than accommodatioronly those amounts paid or payable may be incliwlele
calculation. The following things can not be irdda because they do not involve an actual outlay by
the church council:

- Depreciation of assets
- Donations of goods (ie an individual donates thaepdor the photocopying)
- Volunteers time

- Imputed costs (ie rent where the organisation has acttually provided any
consideration or incurred any real costs)

For supplies of accommodationonly costs incurred in providing the accommodaticem be
included. This includes depreciation, donation obds, volunteers' time and other imputed costs.
Where depreciable assets form part of the costupplging the accommodation, the organisation
should use the depreciation amount for the asswrthan the whole cost of the asset.

How to determine Market Value
The market value may be determined by either,

* ATO guidelines where applicable;
« Documentation that would be acceptable by a reddemerson.

In either case it isimportant that you keep the records you have used to arrive at the decision that
theincomeis GST free.

The ATO has defined market price as an arms lepgtle, ie one that a willing but not anxious buyer
would be prepared to pay to a willing but not ansiseller, in an open market. There is no digtnct
for the special markets that charities and notpiwfits create or operate within. In those
circumstances it is the limited or selected marideich would be used to establish what the market
value is. Once a market value has been establifginesl supply, this can be used for a period that
aligns with the practice of the market in which tharity operates. It would be expected that when
prices are reviewed the market value would alsceliewed, and this must be done on a regular basis.

The first step before determining the market vailsigo determine what it is you are actually
supplying. It should be noted that there must Begply. Where there is no consideration, or ii yo
are not registered for GST, or if you are not atityeltc, you can not charge GST. In other words th
essential elements of a taxable supply must beptegefer page 104: SCREAM).

In determining the market value the commercial egjent must be comparative. You must use
similar prices, calculate market value based otsamsuse ATO approved benchmarks.
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Method 1: The actual market value for a supply in the open market

Establish whether the same supply exists withindhme locality. Obtain a written quotation or
documentation detailing prices for a commercialivaent from two sources. This documentation
should be retained, and an explanatory record aiasd with it which clearly documents the date,
location, and comparison made to support the ctintethat it is a non-commercial supply. In the
event of a query by the ATO, these documents arestiidence to support your actions. (This is
known as the "general” test of market value.)

Example: Actual market value for Hall rental for same supply:

The commercial equivalent for the rental of the hall may be the local School hall, Scout hall,
RSL hall, Community Centre, or Catholic Halls (wedding receptions).

If the rental is less than 50% of the GST inclusive Market Value the supply will be GST-Free.

Method 2: Market Value of a Similar Supply

Only where you are unable to use the above methemuse there is no supply that is the same, can a
comparison with the Market Value of a similar, Imat necessarily interchangeable, supply be used.
In determining a similar supply, you should seekparisons that are similar and / or equivalent in
nature, quality, size, or time length and cond#iaf supply. For supplies of accommodation similar
includes consideration of the type of premiseidsed of facilities offered and conditions of use o
occupancy.

Example: Similar market value for Hall rental for same supply:

A similar equivalent for the rental of the hall may be the local Wedding Reception Centre,
Town Hall, Leisure Centre Hall or a hall in a neighbouring rural town.

If the rental is less than 50% of the GST inclusive Market Value the supply will be GST-Free.

Method 3: Other methods approved by the Commissioner.
It would be expected that this test would rarelyused. The onus for developing a methodology lies
with the entity under a broad framework as outlibetbw.

The entity must retain documentation that adequatebws that successive examination of the above
two methods are unable to determine the marketyalu

A) The entity will need to isolate the specific supplifor which a market value cannot be
determined.
B) The entity may use an appropriate determinatiowwadt plus’ to determine the market value

of a supply. Cost plus method allows an entitysdull absorption costing and then apply a
mark-up appropriate to the general market of thhéquéar supply.

Additional information on this particular method agsessing the market value test is containecein th
following section of the GST manual covering thejeat of Church journals and publications.

For further details also refer to Market Value Gliides on the ATO website:

It is very important that you document your calculations for future justification.
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ATO - Benchmark values

The ATO benchmarks that existed at the time the @83 introduced have not been updated since
1999, therefore although they still appeared iremeceditions of this manual they are no longer
correct. Accordingly, the ones which appear in teigision of the GST manual, have been updated
using CPlI movement data for the various capitaégiind states of Australia. Broadly, they are a
guide only, and their use should be restricted to:

* Supported accommodation and community housing ({lerrg accommodation rates)
» crisis care (short term and long term accommodaigoappropriate)

e retirement villages (long term accommodation)

» housing provided to clergy (minister must be regidn residence)

* Meals on wheels, charity soup kitchens and orgaars#hat prepare and supply meals to the frail,
homeless or needy.

(The revised "Benchmarks" appear on page 210.)

They do not apply to ex Manses now rented or lea3@dbe GST free as non-commercial, ex-manses
must pass the 75% of market value test based dondhkeproperty rental market. Unless the property
passes this test it will be input taxed and thegoegation cannot claim the GST credit for manse
expenditure.

Sale or trade in of vehicles

Where a registered charity sells a vehicle for thas 75% of cost or 50% of market value it is GST-
free under s38-250. That is the charity does hatge GST and the purchaser cannot claim any GST
credits. In this situation you should ensure ydvise the dealer in writing that the supply is G&3e

as this will probably reduce the trade in value.
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Church journals and publications

Special rules have been developed to determinménket value for church journals and publications.

Publications include newsletters, magazines andngs that are not marketed in a commercial
context. The term publication does not apply toKsoand the ISBNwill be used as a basis for
determining whether a publication is a book.

Under the GST legislation, if a charity sells a lpzdtion for less than 50% of the market valueled t
supply or less than 75% of the costs the charityrired in making the supply, the supply will be GST
free.

To simplify the compliance burden placed on chht#arganisations, one of the following proposed
methods may be used to determine a market valuddarpublications, where there is no commercial
market.

Market Value "Tests"

Method 1: the ‘general’ rule

The market value of an item is the price that dinglbut not anxious buyer would have to pay to a
willing but not anxious seller for the item. Pufférently, it is the best price that may reasondigy
obtained for the items if sold in the general marke

If there is no general market, (ie. there is a smainber of potential buyers), then this limitedrke
is used as a substitute for the general marketttandrice these buyers are willing to pay becothes
market value. On this basis, the market value ofshetters sold by a charity would naturally equne t
amount the arm’s length market (however limiteghdty be) is willing to pay for the item.

Thus for a Christian publication issued by a Churohgregation, such as a daily prayer guide or
Bible reading, the market would be that for Chaistpublications generally, not that for commercial
publications at the local shopping centre.

Method 2: the ‘benchmark’ rule

Charities will be permitted to adopt a suitable dignark as a substitute for market value. A suitable
benchmark would be a publication of similar lengtiat does not have a high level of advertisingl, an
that focuses on industry specific issues. Exampiagd be investment newsletters, industry or trade
specific journals, or private club or associati@waletters. These would generally be considered an
acceptable comparison for the type of publicatidniciv a congregation would most likely to be
selling. Again it is the market value for this pigbtion which will set the benchmark.

Given the prices charged for some investment nétesteand trade publications, this could effectivel
make the sale of most newsletters by charities @&3,-however it is essential that entities rethi
supporting documentation to justify their decisanGST liability.

Method 3: the ‘cost plus’ rule

Where no commercial equivalent exists, nor hasénpossible for a Congregation to find a simifar o
equivalent publication, a charity could calculageown market value, based on the costs it inqurs i
producing each publication and applying a standaauk-up to these costs. Where a charity relies on
voluntary labour in producing its publicationsyibuld be reasonable to determine a ‘deemed’ cost of
labour and add this to the actual costs of prodochiefore applying the mark-up in determining a
"deemed market value." The costs of production @ohe based on full absorption costing,
incorporating direct material and labour, and digwd indirect manufacturing overheads. A mark-up
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of 100% on cost would be considered reasonabléhéopurposes of calculating the ‘deemed’ market
value of publications.

Given churches generally price their publicatiomsaocost recovery basis, the ability to determine
market value in this manner (incorporating a 100%rksup) would effectively render the sale of
publications GST-free.

It is important to realise that this method can ony be used where neither of the former two
method "tests" can be satisfied, ie. there is no edvalent commercial or limited market

publication, nor is there even a similar or equivatnt type of publication.You cannot go direct to
method 3, methods 1 and 2 MUST be applied first.

If the selling price of the publication is lessnha0% of the determined market value of the supply,
the supply will be GST-free.

Determination of the cost method "Test"

If the cost method is used to determine whethes#he of a publication is GST-free (ie. the salless
than 75% of the costs) then the following guidedihave been developed:

* A charity may employ full absorption costing in eehining its costs of supply. Accordingly,
direct materials and labour and direct and indireanhufacturing overheads may be included in
the calculation.

* However under the GST legislation, only those cpsid or payable may be included in the cost
calculation. As volunteer labour does not involve actual outlay of monies by the charity, it
cannot be included in the calculation of the cdstupply.

Substantiation

Under either method, appropriate records shoulkidpt to substantiate how the market value or cost
has been calculated. Appropriate records wouldugela written self-assessment that is reviewed
regularly, for example, yearly or when prices ostsachange.

The treatment of advertising

It should be noted that a supply of advertisingaimewsletter is distinct from the supply of the
newsletter itself. The provision of advertising &ycharity will be subject to GST unless either the
50% of market value, or 75% of cost of supply ligleatisfied.

Volunteer Input

The use of a deemed cost for volunteer input ONpJglias to method number 3 using the "market
value" test to establish whether a supply is corsrakpr non-commercial, and hence whether GST
must be included or not in the selling price. Ihwat be included in establishing a "cost of sugply.
The latter can only include the actual expenseasiad.

September 2003 Page 209



Market benchmarks

The following benchmarks are restricted to suppedommodation, community housing, crisis care,
retirement villages, housing provided to clergyd ameals on wheels. They do not apply to ex-manses

now rented. These benchmarks are no longer available from the ATO, hence the following figqures

are based on the last published set, 1999, adjusted for inflation to the March quarter 2003. These

are therefore published as a guide only, not anlie® standard, and Congregations should make thei

own enquires to establish correct figures for thegrion.

Market value — residential rents — weekly
1. Long-term accommodation

Table 1 — market values *

Location l;le?j:(;?)?rrlz 3 bedrooms | 2 bedrooms 1 bedroom
Canberra $372.81 $268.43 $238.60 $164.04
New South Wales $821.56 $627.38 $478.00 $351.03
Northern Territory $504.88 $375.05 $302.93 $216.38
Queensland $379.31 $289.77 $252.88 $178.50
South Australia $380.94 $274.28 $205.71 $144.76
Tasmania $265.28 $221.06 $191.59 $132.64
Victoria $599.50 $449.63 $352.21 $239.80
Western Australia $367.50 $249.90 $220.50 $139.65

The above market values cover long-term accommuudf#8-day or more continuous occupation).
These can be used instead of obtaining written etarkiues for the purpose of applying the ‘lessitha

75% of market value for rentals on residential prtips.’

Table 2 - GST-free if less than :

Location 4 ormore 3 bedrooms | 2 bedrooms 1 bedroom
bedrooms
Canberra $279.61 $201.32 $178.95 $123.03
New South Wales $616.17 $470.53 $358.50 $263.27
Northern Territory $378.66 $281.29 $227.19 $162.28
Queensland $284.48 $217.32 $189.66 $133.88
South Australia $285.70 $205.71 $154.28 $108.57
Tasmania $198.96 $165.80 $143.69 $99.48
Victoria $449.63 $337.22 $264.15 $179.85
Western Australia $275.63 $187.43 $165.38 $104.74

above.

# Note: The above values are expressed as 75% of the market values as shown in table 1
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2. Meals

Table 3 — Market value of meals

Location High cost city and Less than Other Less than
country centres+ 50% (100% MV)** 50%

(100% MV)** GST-free GST-free

Breakfast $17.39 $8.70 $15.48 $7.74
Lunch $19.36 $9.68 $17.75 $8.88
Dinner $33.34 $16.67 $30.59 $15.30

** Note: the figures quoted as market value are GST-inclusive.

+High cost city and country centres are defined as follows: Adelaide; Brisbane; Canberra;
Darwin; Hobart; Melbourne; Perth; Sydney; Alice Springs (NT); Bright (Vic); Broome (WA);
Burnie (Tas); Christmas Island; Cocos (Keeling Islands); Dampier (WA); Derby (WA); Devonport
(Tas); Exmouth (WA); Gold Coast (Qld); Halls Creek (WA); Horn Island; Jabiru (NT); Kalgoorlie
(WA); Karratha (WA); Kununurra (WA); Newcastle (NSW); Newman (WA); Nhulunbuy (SA);
Norfolk Island; Paraburdoo (WA); Pt. Hedland (WA); Roebourne (WA); Thursday Island; Tom
Price (WA); Weipa (Qld); Wilpena (SA); Wollongong (NSW); Yulara (NT).

3. Short-term accommodation
Short-term crisis and emergency accommodatiorripdaods up to 28 days.

Location Per day rates Less than 75% GST-free
Adelaide $97.50 $73.25
Brisbane $110.50 $83.00
Canberra $90.50 $68.00
Darwin $102.50 $77.00
Hobart $82.50 $62.00
Melbourne $132.00 $99.00
Perth $107.00 $80.25
Sydney $142.00 $106.50
High cost country centres See table below

Tier 2 country centres ++ $77.50 $58.25
Other country centres $64.50 $48.50

++ Tier 2 country centres includes: Albany (WA); Ballarat (Vic): Bathurst (NSW): Bendigo (Vic);
Broken Hill (NSW); Cairns (Qld); Castlemaine (Vic); Griffith (NSW); Katherine (NT): Launceston
(Tas); Marla (SA); Port Pirie (SA); Wagga Wagga (NSW).
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Short-term accommodation — high cost country centres

Centre Per day Less Centre Per Less than
rates | than 75% day 75%
GST-free rates | GST-free
Alice Springs $84.25 $63.19 | Bright (Vic) $87.24 $65.43
(NT)
Broome (WA) $118.90 $89.18 | Burnie (Tas) $83.65 $62.74
Christmas Island $93.81 $70.36 | Cocos (Keeling | $110.54 $82.90
Islands)
Dampier (WA) $95.00 $71.25 | Derby (WA) $83.65 $62.74
Devonport (Tas) $86.04 $64.53 | Exmouth (WA) $116.51 $87.38
Gold Coast (QId) | $102.17 $76.63 | Halls Creek (WA) $102.77 $77.08
Horn Island $118.31 $88.73 | Jabiru (NT) $175.67 $131.75
Kalgoorlie. (WA) $89.63 $67.22 | Karratha (WA) $131.45 $98.59
Kununurra (WA) $109.94 $82.46 | Newcastle (NSW) $90.22 $67.67
Newman (WA) $116.51 $87.38 | Nhulunbuy (SA) $119.50 $89.63
Norfolk Island $112.33 $84.25 | Paraburdoo (WA) $99.19 $74.39
Pt Hedland (WA) | $111.14 $83.35 | Roebourne (WA) $83.65 $62.74
Thursday Island $139.82 $104.86 | Tom Price (WA) $87.24 $65.43
Weipa (Qld) $107.55 $80.66 | Wilpena (SA) $107.55 $80.66
Wollongong $97.39 $73.04 | Yulara (NT) $310.10 $232.58
(NSW)

As noted previously, these figures are provided as a guide only, they are not " definitive"

benchmarks.
Next page is 250
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GST Religious Group

Legislation was passed to enable the creation@$a Religious Group (Division 49). To be part of
this group every congregation or other entity witkihe group must be registered for GST, and be
ITEC endorsed. (Income Tax Exempt Charity.) Thedfié of this GST Religious Group is that
transactions between members are exempt from GST.

A GST Religious Group has been created for theitin€hurch in Australia.

Entities

The expectation at the time of the lodgement ofiahiapplications for registration, ie. pre GST
commencement in July 2000, had been that congoegativould have been sub-entities of the
Property Trust in each State. However, the Austnaliaxation Office advised that their considered
opinion was that congregations should be registasedntities in their own right. Consequently, all
congregations and agencies originally registereds®T through the Synod Offices were converted
from sub-entities to entities, and all subsequeptieations have been lodged for entities.

Income Tax

To maintain our exemption from income tax, eachgcegation needs to be both registered with an
ABN, and endorsed as an Income Tax Exempt ChdIEC.) While in theory ITEC status can be
requested at time of lodgement of the original esgidor an ABN number, experience has indicated
the ATO rarely processes them together. It is foeeesimpler to regard it as a 2 stage operatiost, f
apply for the ABN, and second, apply for ITEC ottee ABN has been received.

All individual congregations and agencies that segied for an ABN through the Synod Offices pre
July ¥, 2000, subsequently had an application for ITEGoesement lodged on their behalf.

Sub-entities and fundraising

It should be noted that because congregationsrditeee they have a responsibility to keep a regist
of any activities they take out of their GST reshy creating unregistered sub-entities (ie fursingi
activities). This may be as simple as the Ch@ohlncil recording the creation of sub-entities and
activities covered by those sub-entities (for exingpminute in the Church Council official minutes)
If required the sub-entity should quote the congtieg’s ABN.

A side benefit of this GST Religious Group stathiat creditable acquisitions are based on tla tot
group. This gives a benefit in relation to the rapien of Investment Funds and overall Synod
insurance.

GST Religious Group and Input taxed supplies

GST credits on acquisitions for input taxed supgptiannot be claimed even when the acquisitions are
made by a different member than the member makiagnput taxed supply.

The benefits of the GST Religious Group means ivary important for all congregations to be
registered for GST. Unregistered congregationshawve GST charged.

Next page is 300
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GST on revenue

This chapter provides a basic overview of congiegathcome and how it will be treated under the
GST.

Most revenue for churches in Australia comes inftinm of tithes, offerings, gifts and donationsrfro
its members and adherents. Other revenue can amme‘¢ommercial activities’ such as bookshop
sales and hall hire and various fundraising aaisit

The following table provides a summary listing odrtsaction types. Further details and practical
examples are found in the corresponding notes. iEhist an exhaustive list, but rather an atterapt t

describe the GST effect on common transactionsrdoguwvithin congregations.

The congregation is responsible for charging GSEnetapplicable and, where GST applies, T 41
proceeds must be remitted to the ATO even wheag avoice is not supplied.

It should be noted that transaction between memifessGST religious group are exempt from GST.

(Refer to page 250)

No Supply Nature of supply GST treatment

1 Offerings Tithes, open plate Open plate offerings Exempt income, not
offerings, envelope reported on BAS
offerings, retiring
offerings

2 Donations Specific purpose Receipt of donations | May be exempt income
donation or taxable, refer to

notes.

3 Sponsorships Payment for provision Telstra mobile phone | Taxable

of services tower located in a
belfry
4 Fundraising Usually low costs to the | Fete sales chocolate/ | Taxable, where
activities congregation due to lamington/sock supplied by a

resources being drives, sausage registered entity except
donated and the sizzles, walkathons, where input taxed
income is derived by car wash, fete, under ATO guidelines.
providing a good/ food stalls, Not taxable where GST
service to the garage sale, provisions for non-
community for a trivia night. commercial activities
nominal fee. These apply with the price
activities are generally being less than 50% of
not commercial in market value, or
nature and are treated as an activity of
designed to generate an unregistered sub-
income over and above entity.
costs

5 Bookshop sales | Sale of books to Sale of books Taxable
customers

6 Commissions Royalty or commission | Art shows, sale of Taxable, unless non-
received for selling books commercial
goods or services on
behalf of others
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No Supply Nature of supply GST treatment
7 Uniting Church Grants for specific Mission and Service Taxable. However if
Grants purposes Grants for specific registered and part of
projects GST Religious Group,
GST-Free.
Not subject to GST as
Non-specific purpose Ministry grants the recipient, a Minister
or similar, is not
registered and not
making a taxable
supply.
8 Government Grants for Specific Subsidy of program, Taxable
Grants programs or provision of
specific purpose
funding
9 Rental income This is the rental of Manse / house rental | Input taxed
residential if at commercial rates
accommodation (eg.
manse rented out)
10 | Religious These are activities Worship services, GST-Free
services undertaken in the weddings, funerals,
course of practising baptisms
religion. These
activities may or may
not have a fee
attached to cover the
costs of the service
11 Livestock Proceeds from the sale | Sale of livestock Taxable
scheme of livestock
12 Dividends Dividend received Shares Input taxed
13 Interest Interest received or Interest income from | Input taxed
credited to bank or banks and trust
investment accounts funds
14 | Trust Distributions from Input taxed
distributions trusts
15 Proceeds from Grants from bequests Proceeds from GST-Free
bequests or bequests received. bequests
16 Property Proceeds from sale of Will vary according to
property type and use of
property. Contact
Synod office with
specific details.
17 Membership Taxable
fees
18 | Training courses | Fees charged for Courses for weddings | Taxable
training courses Ministry training
GST-Free
September 2003 Page 301




another.

No Supply | Nature of supply GST treatment
19 Community These services are Community carols / Where there is no
Outreach usually provided with sausage sizzles, scheduled fee/direct
little or no expectation training and link to a payment for a
of payment from the education programs | service any funds
recipient. (A donation for targeted gained through ‘gifts’
might be asked for or community groups are not taxable
received but not (unemployment The non-commercial
required.) The cost of programs), child-care | test where
the services may be facilities, soup consideration is <50%
met by other kitchens, drop-in of the cost of providing
organisations, eg. Govt. | centres, capital the service may apply
grants, sponsorship, works - buildings,
etc. provision of
equipment
20 Cash Loans received No GST applicable
transactions Investments realised
21 Internal Transfers from one No GST where part of
transfers organisation to the same GST Religious

Group. Otherwise GST
applies.

The exception to this is
where the supply is to
an unregistered sub-
entity. In this case GST

may apply.

Commercial activities

Commercial activities of churches are subject td GS

There is a wide range of income-producing actisité churches that may be subject to GST.

Such activities might include:

« rental of church or church hall

» sale of religious books, tapes and CDs

» advertising revenue

» some fundraising activities.

GST does not have to be charged on revenue,

» earned by a church which is not registered for GBT,

® which meets the criteria of ‘non-commercial’ incame

Example - Church book sales subject to GST (1)
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A GST-registered church operates a bookshop on its premises which are in a busy retail
shopping district. The bookshop only sells religious books, music tapes and CDs. Sales are at
market rates, although a 10% discount is given to church members.

The church bookshop must charge GST of 10% on all its sales. The bookshop is entitled to an
input credit equal to the GST on its stock purchases and operating costs (but not wages).

Despite the fact that the sale of prayer books ¢buach’s own members might not be considered by
some to be a ‘commercial’ activity, GST law doe$ make this distinction. The sale of anything at
cost or market value takes the transaction outbiel@xemption available for ‘religious services'.

Example - Church book sales subject to GST (2)

A GST-registered church operates a bookstall each Sunday that sells prayer books and Bibles
to church members. The church sells the books and Bibles at cost, making no profit at all.

The sales of prayer books and Bibles are subject to GST, since these sales are commercial
activities and do not fit the ‘religious services’ exemption.

Remember where sales are made on a ‘non-commerciddasis, they will not be subject to GST.
(See GST Charitable Provisions page 200.)

GST revenue items

1. Offerings

From early biblical times, tithing has been paragiersonal covenant made with God. In Genesis 28,
Jacob vowed to give one-tenth of all he receivezklta God as a thank offering for his care. In this
sense, the meaning of the wastfering can be distinguished from the woddnation or even the
word gift. In any event, the ATO has stated that churchrioffs do not fall into the category of
turnover, and are therefore excluded from the GST tax regifrhis includes pledged offerings,
systematic envelope offerings, retiring offeringfferings for special appeals (eg. Share, Christmas
Bowl, etc.)

Example - Collection plate
A church receives an average of $1,500 through the collection plate weekly.

The collection of $1,500 is not made in relation to the supply of goods or services and is not
subject to GST.
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2. Donations

A donation in the form of a payment, in cash okiimd, is not subject to GST provided there is no
material benefit to the donor. A donation of tlyige is the same as an offering, exempt income.

Example - Conditional donation

A parishioner donates $10.00 to help buy food for the elderly, they are not receiving a
material benefit in return for this donation. It is the elderly person who receives the benefit.
The donation is not subject to GST.

Similarly where a member of your congregation gives a donation to your organisation to
purchase new microphones. The supply is a gift, the member is not receiving a material
benefit from this donation. The gift is not subject to GST.

Unconditional grants and unconditional sponsorshigsalso not subject to GST for similar reasons.

Example - Building fund donations
A church receives $30,000 in donations towards its forthcoming building extensions.

Since those who donated received nothing in return the $30,000 is exempt from GST.

Non exempt donations

Donations that are linked to a benefit receivedh®ydonor are not really donations at all. TheY fal
into the category of supplies and would normallyshbject to GST. A church treasurer should always
seek professional advice if a particular donatippears not to be genuine.

Example - Donation for hall hire

A GST-registered church receives an annual ‘donation’ of $500 from a nearby school in
recognition for the use of the church hall for their speech night. Because a benefit passes in
this transaction (from the church to the school), it is subject to GST.

Note: Where receipt for supply of the hall is at a non-commercial rate, supply will be GST-free.

Non-cash donations

Donations of goods-in-kind have the same charaeterdonations of money. They are what
accountants call a ‘non-reciprocal transfer’. Vapssses from one party to another — one way —
without any expectation of a return of value. Daova of goods-in-kind are not subject to GST.

Example - Donated goods exempt from GST

Michaela is a florist. She donates to a church the flowers she was unable to sell at the end of
the day’s trading. As this is a donation it is not subject to GST. Michaela is entitled to an input
tax credit for GST included in the price paid to the grower, even though some of the flowers
were donated.
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3. Sponsorships

Amounts paid as sponsorship fees are usually payfoeservices (such as advertising) and will be
subject to GST if the sponsored entity is registdoe GST.

Monetary sponsorship

If a church which is supplying the service (sucladsertising) is registered for GST, the organisati
paying the sponsorship fee will be entitled to aput tax credit of 1/ of the payment if it is
registered. If the entity supplying the servicesemistered it will be liable to pay GST on the siyp

Example - Sponsorships

A GST-registered church is given $2,200 p.a. by Telstra in return for use of its bell-tower as a
mobile phone transmitter. GST is payable by the church on the supply.

The GST payable is 1/11th of the amount paid, that is, $200.

Non-monetary sponsorship

If a sponsor provides goods and services in rturother goods and services, such as advertiging o
promotion, there is a supply by both parties tcheatber. This is called ‘contra sponsorship’. Itho
parties are registered for GST, each will be ligbl@ay GST on the supply to each other. The GST
will be 10% of the GST-exclusive market value af Bupply made by the other party, or {7dd the
GST-inclusive market value.

Where a supply of equal value is made by each partiie other in the same tax period, each party
will still need to account for GST payable and infax credits on each transaction. However, no GST
will be payable to the ATO because the value ofstiygply is the same as the value of the acquisition
and hence both parties will have an input tax ¢tredid an output tax debit of equal amount.
(Assuming the value is equal, and would continulegso if determined by an arms length valuation).

Example - Contra sponsorship

An estate agent provides an advertising billboard to a local GST-registered church for their
annual fete in return for advertising. The name of the agent appears prominently below the
fete advertisement. Each supply has a GST-inclusive value of $250.00.

GST would be payable by the estate agent as 1/11t of the market value (including GST) of the
advertising received as consideration for the supply of the venue. GST would also be payable
by the church as 1/11t of the market value (including GST) of the billboard hire received as
consideration for the supply of the advertising. Both parties would be entitled to input tax
credits equal to the amount of GST payable (assuming they are entitled to a full input tax
credit).

Note: If congregations elect to use accrual accounting, the GST payable and the input tax
credits available may not be in the same period.
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One party of non-monetary or contra sponsorship unregistered

Where the other party to a non-monetary contra spship is unregistered, a congregation will need
to calculate 1/1"0of the value of the supply it has made and forvihisito the ATO.

Example

A ballet school with an ABN but not registered for GST advertises a church fete and, in return,
receives free use of the church hall. (Note: the congregation is registered for GST.) The
congregation will forward 1/11th of the nominal hall rental to ATO.

(Subject to non-commercial supply rules).

4. Fundraising activities of churches

Congregations have a number of options for GSTirtreat of fundraising activities such as fetes,
lamington or pie drives, cake stalls, and fundrgjsiinners. These options include:

(@) Inclusion in GST net
Congregations registered for GST can run thesgites in their own name claiming GST credits on
associated acquisitions and charging GST whereoppgpte.

Where there are GST credits that could be clairmedgregations should consider using this option
when:

* revenue is GST-free (eg. supply is basic food, cmmmercial or donated second-hand goaais),

» the recipient can claim GST credits.

In the above circumstances, the use of this opeoluces costs and increases profits as GST credits
can be claimed on associated acquisitions withdwesely affecting the revenue received.

(b) Unregistered sub-entity

Congregations can use sub-entities not registeme&ET to remove fundraising activities from the
GST net. Under this option congregations will nbarge GST on revenue but cannot claim GST-
credits on any associated acquisitions.

To the extent that GST credits cannot be clainteel use of this option will increase costs. However,
in line with general post-GST price increases, hibdd be possible to increase the surplus by
increasing the prices charged.
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Example - Sale of chocolate bar
Unregistered Registered

Cost (incl. GST) 0.55 0.55
GST credit (Input Tax Credit Claimable) 0.05
Net cost 0.55 0.50
Sale price 1.10 1.10
GST debit (Output Tax Payable.) 0.00 0.10
Net revenue 1.10 1.00
Profit 0.55 0.50

The use of this option could reduce administrataenGST cash-book entries are not required.
This option can only be used where:

» the total turnover of the sub-entity (ie the funsireg event)s less than $100,000 p.a., and
« sub-entity activities can be separately identifigceither location or activity, and

* separate accounts are maintained or can be sdpaidémtified within the congregation’s
accounts, and

e record of sub-entity is maintained by a Uniting @i entity. It is important that Church
Council record the creation of sub-entities and adtities covered by those sub-entities. (for
example a minute in the Church Council official mirutes)

An unregistered sub-entity can use the parentientABN (ie congregations ABN) when making
business to business transactions to ensure tHE048 not withheld.

Note: It is recommended that all GST-registered congregations have at least one fundraising
sub-entity, eg. UCA Saint Andrews Bendigo Fundraising.

Congregations should consider using this optiomfost fundraising events.

(c) Input tax fundraising activity

Section 40-160 of the GST legislation allows speftiadraising events to be input taxed. Under this
option congregations will not charge GST on revelnuecannot claim GST credits on any associated
acquisitions. A special fundraising event is anngvkat is conducted for the purpose of fundraising
and does not form any part of a series or regularaf like or similar events and is one of the

following:

« Afete, ball, gala show, dinner, performance orilsimevent (ie Charity auction, cake stall, faction
parade)

* An event comprising sale of goods, provided eadh isafor consideration not exceeding $20.00
and selling of these goods is not a normal pathefsupplier's business (except sale of alcoholic
beverages or tobacco products) The supply is nraderinection with a fund-raising event.

* An event approved by the Commission of Taxati@app(ications must be made in writing)

The frequency of fund-raising events that may dd éthout forming part of a series or regular run
of like or similar events is fifteen in any incoryear.
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Therefore a charity may hold up to 15 fetes, 19sbdl5 gala shows, 15 performances, 15 charity
auctions, 15 fashion parades, 15 national flowgsda5 golf days etc in any income year before the
event is considered part of a series or a regulamte

This option may be used where fundraising evengsimrexcess of $100,000 p.a., and hence the
unregistered sub-entity option is no longer avédabhe event will be input taxed if all the followg
requirements are satisfied:

» The supplier is a charitable institution, trustéa charitable fund or a gift deductible entity.
* The supply is made in connection with a fund-rajsnent.

* The supplier chooses to have all supplies thatakes in connection with the event treated as
input taxed.

» The event is referred to in the supplier's recadsan event that is treated as input taxed. It will
therefore be excluded from GST reporting, and moll count towards the parent entities turnover
for assessment of the requirement to be regisfer€dST.

Church fetes (registered for GST)

Where the church council decides not to use thegistered sub-entity option or the input taxed
option the application of GST will need to be coesed. Fundraising activities usually involve the
provision of supplies. A church fete is a good eplm Supplies made by churches and other
charitable institutions will be GST-free providdut:

* the consideration is less than 50% of the GST-sieumarket valuegr
» the consideration is less than 75% of the cost@supply.

Example - Supplies for less than 50% market value

At its annual fete a church sells donated boxes of plant seedlings for $2 each. The GST-
inclusive market value of the seedlings is $6 if sold by a business (including GST).

As the seedlings are sold for less than 50% of the market value, that is, less than $3, the sale
at the fete will be GST-free.

Example - Supplies for less than 75% of the cost of the supply

At the beginning of each year a church sells prayer books to its members which cost the
church $3 each, but are sold to members for a reduced price of $2 each.

As the prayer books are being sold for less than 75% of the cost of the supply, the sale will be
GST-free.

Example - A congregation registered for GST has a major fundraising fete. The activities at
the fete include:

Drink sales Cans purchased at 50c and sold for $1

White elephant stall Second-hand and donated goods sold at
various prices

Helium-filled balloons Costs of approx. $600 for 800 balloons sold at
$1
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Face-painting $1
Jumping castle Free

Sausage sizzle $1 ($200 worth of sausages donated by local
butcher - his advertising is put up near the
BBQ. Bread is donated by a local bakery.)

Unless the activity is part of an unregistered organisation, each transaction needs to be
assessed for application of GST. The likely outcome from this is that these events would be
GST-free under the market value provisions (less than 50%). The Jumping Castle is not taxable
because there is no consideration.

The provision of advertising in response to the donation of sausages is considered a GST
transaction. However, even if the deemed value of the advertising was the market cost of the
sausages ($200), when compared to the market value of public advertising space, it is
unlikely that this would have GST applied.

Fundraising dinners and theatre nights

Where participants receive value for the funds tbeytribute, fundraising revenue will normally be
subject to GST (but note — there are exceptions).

Example - Fundraising dinner

A church sells 150 tickets for a fundraising dinner at a cost of $110 (including $10 GST) per
person.

The supply of the ticket will be taxable as the dinner is considered a commercial activity,
consistent with current income tax treatment.

The congregation should consider using either option (b) or (c) above to remove this dinner
from the GST net.

5. Bookshop sales

Some congregations operate their own bookshopssiingly of books will be taxable under the GST
and GST will need to be charged at 10%.

Example - Bookshop

A GST-registered congregation operates a bookshop on its premises which is in a busy retail
shopping district. The bookshop sells only religious books, music tapes and CDs. Sales are at
market rates, although a 10% discount is given to congregation members. A GST of 10% must
be added to the price of books, music tapes and CDs sold.

If a church bookshop sells books that are second-aad have retained their original form, they are
GST-free.

If new books pass the non-commercial test (50% etar&lue or 75% cost), they will also be GST-
free.
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Educational Textbook Subsidy Scheme

With the introduction of the GST from 1 July 20@0yas expected that the retail price paid for ok
would rise by approximately 8%, consequently thev&doment introduced an Educational Textbook
Subsidy Scheme (ETSS) to assist students studyidgsdralian educational institutions.

The Commonwealth Department of Education, Trair@nd Youth Affairs (DETYA) administers the
scheme.

The subsidy is capped at 8% of the retail purcipaise of textbooks.

Only books included on prescribed textbook lists recommended reading lists at Australian
educational institutions attract the discount. Bsmilers give the discount to the student (or their
parents) at the point of sale and then claim thsisly back from DETYA.

Educational booksellers need to be registered WEAYA to participate in the scheme, as well as
having GST registration. Further information is italgle from the Synod Office or from the
Department of Education, Training and Youth Affairs

6. Commissions/agency sales

Where a congregation receives a commission fon@ets an agent for a seller, for example the dale o
a painting belonging to an artist, there are twoasate supplies that need to be considered for GST.
These supplies are:

(a) Commission received by congregation

Where a commission is received in return for thepguof a service, it will be subject to GST at the
rate of 10%.

Example - Commission

The congregation has an art show and receives $220 from the artist for the commission on
the sale of paintings. As the congregation is registered for GST, it must pay 1/11t of the
commission, that is $20, to the ATO.

Note: A non-commercial supply for less than 50% of the GST-inclusive market value would be
GST-ree. In the case of the painting, as the revenue to the congregation is the commission,
not the selling price, the issue that requires assessment is whether the commission is
commercial or not, not whether the selling price is commercial.

(b) Sale by supplier

For commission sales, the congregation is actingnasgent for a sale by the supplier. As outlimed i
the GST concepts (page 100) the normal GST ruladdaapply in deciding if GST applies to the
supply between the seller and purchaser, eg. ibéiler is registered and the supply is taxableT GS
applies.

In a significant proportion of cases the selled widt be registered and there will be no GST on the
sale. However, if the supply is taxable the conagtieg’s responsibilities would depend on the agency
agreement between the supplier and the congreg&iorexample the congregation may be obliged to
issue tax invoices for the supplier.
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Example

Acting as a commission agent the congregation art show sells a painting for $2,200 for an
artist. The artist is registered for GST and is responsible for paying 1/11t of the sale price to
the ATO. As agreed with the artist, the congregation has issued a tax invoice in the artist’'s
name and forwarded details to the artist.

Note: This is an additional transaction to the example given in (a) above.

PAYG withholding tax
Where a supplier does not have an ABN, withholdengcould apply. (See PAYG page 801.)

7. Internal Church Grants

Aid receiving churches receive grants from the Symdission Support Fund to help them get
established in a new community or maintain an gxgstommunity.

If both congregation and Synod are part of the URRligious Group, the transaction will not attract
GST irrespective of the purpose of the Grant.

If the congregation is registered for GST but rent pf the UCA Religious Group (for example a joint
UCA/Anglican congregation which has chosen to he githe Anglican Religious Group) then GST
may be payable. This will be dependant on whether:

» the funds are considered a donation, ie. no mateereefit to the donor. (Therefore no GST.)

« the funds are paid in return for goods, servicesghits. (Which will attract GST.)

Where GST is applicable, the amount payable toAfh@ is 1/11th of the grant. The Synod making

the grant is entitled to an input tax credit eqoal/11" of the grant amount and the congregation will
need to submit 1/11to the ATO. The congregation will need to provide Synod with a tax invoice.

If the congregation receiving the grant is not steyied for GST, (and therefore cannot be part @f th
GST Religious Group, ) that congregation shouldasthe Synod Mission Support Fund with a tax
invoice on which no GST is charged. In this cagepghrpose of the grant is of no consequence, it is
still a GST free transaction as the receiving ceggtion cannot charge GST.

Grants received from other congregations or churches
These grants need to be considered in terms ohehet

e both churches are part of the same GST Religioosiiz{No GST,)
e payment is a donation; (No GST,) or,
e payment is in return for goods or services or 8gfgee above.)

Grants from the Synod Long Service Leave Fund or Special
Insurance Fund

Where a congregation receives a grant from the &8l or Special Insurance Fund to cover the
cost of a supply Minister, if both congregation &whod are part of the GST Religious Group no
GST will apply. However, if the congregation is rotnember of the group, GST will apply. Where
the Central Stipend Payroll Service pays a supghjidier, and the grant is paid to the Synod, net th
Congregation, GST does not apply.

Personal grants to ministers from either Fund W@l excluded from GST, but may have PAYG
withholding tax implications.
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8. Government Grants

If a government agency provides a grant to a regst entity (such as a community organisation,
charity or business) in exchange for goods andicesythe grant will be consideration for a taxable
supply and GST will be payable.

Where GST is payable, the amount payable to th® &T1/11" of the grant. The entity making the

grant (the grantor) is entitled to an input taxdirequal to 1/11 of the grant amount. You may need
to provide a tax invoice, however, many governnugpartments will not usually need invoices, as
they will create their own on your behalf. (Recigi€reated Tax Invoice.)

Where your organisation is not registered for GERIGST is payable and the grantor is not entitbed t
an input tax credit. (Note: Government Departmavrilisgenerally not deal with unregistered entit)es.

Example - GST and grants

A GST-registered church receives a grant of $4,400 from the local council to provide a
counselling service for youth. As the church is registered for GST, it must pay 1/11t of the
grant, that is $400, to the ATO, and the local council can claim $400 as an input tax credit.

The Government has decided that where Commonw&atlernment Departments provide grants to
GST-registered churches and charities, the grdhbavgrossed up by 10%.

Example - Grants are revenue neutral

A GST-registered church receives an annual grant of $10,000 from the council to provide
community counselling services. From 1 July 2000, the church will have to pay 1/11t of its
grant to the ATO as GST.

To maintain the existing level of funding, the council can increase the grant by $1,000 to
$11,000. The council claims $1,000 as an input tax credit.

The entity that provides the goods and servicesreceives the grant must pay GST equal to"éf1
the grant. The Government agency that makes the gill be entitled to an input tax credit equal to
1/11" of the grant.

9. Rental income

Congregations receive rental income from both esgidl and commercial properties. The treatment
of these supplies will vary in each case.

Residential property

Residential rent is generally an input taxed supphat means, you cannot charge GST on residential
rent and you cannot claim back GST inputs for thilikge agent’s management fees and GST charged
for maintenance by tradespeople or GST on matdadalmaintaining the property.

The exception to this rule is where the rent yoargh is less than 75% of the local market for a
similar property. For example, as part of theisgsiopn some UCA organisations and congregations
make available low cost accommodation for margiealifamilies, or other special purposes at rents
well below local rents. In such cases providing ridnt charged is less than 75% of the local @te f

similar property you can claim back all you GSTLtgand you will not need to charge GST in the
rent received (GST-free). You need to be ablertwige evidence (a letter from a local estate agent
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will do) that the rent you are charging is lesatfi®&% of the local market to qualify for this sg#ci
relief.

Example - Supply of services

A congregation in Tasmania rents a four-bedroom ex-manse for $150 a week. The market value
of this supply is $225 a week. Since the supply of accommodation is made by the church for less
than 75% of its market value, it will be GST-free. Therefore the congregation will not include GST
in the price charged.

To supply this housing, the congregation repairs the roof for $11,000, including $1,000 GST.
Because the supply is GST-free, the church can claim input tax credits for the $1,000 GST.

Commercial properties

Rental income from commercial property income isatde unless specifically excluded by the
following:

e GST-free under one of the GST-free provisions ngaion-commercial (See page 204.)

e GST-free under the transitional provisions, ieoatract entered into before 2 December 1998
or 8 July 1999 and no review opportunity.

Provided it is not GST-free under (a) or (b) abthesupply of commercial premises, eg. office space
for lease, hire or license, is a taxable supply #ugdefore congregations will be required to charge
GST at 10%. However the congregation will be ablelaim credits for any GST paid on associated
acquisitions.

Where GST is charged, congregations will be requiceprovide a tax invoice to a GST-registered
recipient, upon request by that recipient, withéhdays of the request. Recipients registered for,GS
require a tax invoice to enable them to claim actaxit for the GST paid.

It will be necessary to consider the transitionadvisions for leases spanning 1 July 2000. Some
leases may be GST-free until either the first nevapportunity, or 1 July 2005, whichever is the
earlier. (See the section on GST Transitional Iggmge 700.)

Example - Commercial rent

The congregation receives from Mr Smith rent of $220 per week for a shop built on church
property. This is the full market value. The supply is not GST-free as it does not fall under the
‘less than 75% of the market value or 75% of the cost of supply’ rule. It will therefore be a
taxed supply and the congregation will need to forward to the ATO 1/11th of the rental.

Hall rental
The specific issues associated with hall rentabatined on page 323.

Other forms of accommodation
Congregations may provide different types of accoaiation such as:

e shelters provided without charge (GST-free as suisphon-commercial)

e short-term emergency accommodation (GST could apptysupply would normally qualify as a
non-commercial GST-free supply — See page 204.)
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» residential care accommodation. (would normally@sT-free under the health provisions of the
GST Act- seeATO Child and Aged Care and The New Tax Sybtasklet)

* long-term residential Aged Care accommodation irrshiigg Homes and / or Hostels. (would
normally be GST-free under the health provisionthelGST Act- seeATO Accommodation and
The New Tax Systemooklet)

* Independent Living Units (ILU).

As with residential accommodation, ILU income igioonally input taxed, however the ATO non-

commercial guidelines should enable supply to b&-6&. However entry fees and forfeited bonds
may generate additional revenue which could resulan income in excess of non-commercial
benchmarks. Each facility should be looked at case by case basis.

Long-term commercial residential rental

Where commercial residential accommodation is ltrgy (28 days plus), rent can be either input
taxed or the GST rate reduced to 5%. An electiamstone of these options by a Congregation should
be approved by Synod, as it potentially raisesoseriissues regarding insurance and associate
provisions of the Act.

Expenses

GST credits for repairs, agents' fees, etc. carlidimed except where the GST paid on acquisitisns i
directly associated with an input taxed supply.

Additional information

More information on residential accommodation isaible in the ATO industry booklet,
Accommodation and The New Tax Systamd at the web-site, www.taxreform.ato.gov.au.

10. Religious services

See special provisions relating to religion servipage 200.

11. Livestock schemes

Some congregations may operate livestock schemeterdhe scheme, the congregation will acquire
livestock via one of the following methods: donatigpurchase, funding from an interest-free loan,
funding from an interest bearing loan, or borrowszhey from a trust fund.

After acquisition, the livestock will be maintained the properties of volunteers. The livestocK wil
eventually be sold. Where applicable, the constaergdor payment) from a sale will be applied ty pa
any outstanding debts in relation to the acquisiobthe livestock.

In May 2000 the Government announced that in gertacumstances the sale of livestock may be
classified as GST-free.

If any consideration (payment) is given to the wbders for maintenance of livestock, GST may be
applicable at the rate of 10%. (See Reimbursenoestaff and Volunteers on page 410.)

12. Dividends

Congregations will not be required to pay GST onddinds received as this is a financial supply and
therefore input taxed. (See an explanation of ire@rsupplies page 109.)
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13. Interest

Bank interest is a financial supply and is therefoput taxed (ie. no GST will be charged on the
interest). (See an explanation of financial suppgtiage 109.)

14. Trust distributions

The distribution of monies from a trust is usuallgift and is therefore not subject to GST. (Segepa
105.)

Note: In some circumstances trust monies will need to be held in accounts that have their
own ABN - this issue will be clarified later.

15. Proceeds of bequests and legacies

There is no GST payable on bequests and legacgsagsociated expenditure relating to receipt of a
bequest or legacy, including management fees ctiang#l be subject to GST. Input tax credits
(refunds) can therefore be claimed.

16. Sale of assets

Property assets

The sale of commercial property attracts GST ampatitax credits can be claimed against any costs
associated with the sale.

The sale of residential premises used or intendedbé used predominantly for residential
accommodation is input taxed except where the @@snare new residential premises or premises
being sold for the first time, in which case GSTajsplicable if the vendor is registered for GST.
Professional advice should be obtained where isne of premises is being changed to, or from,
residential accommodation.

Where a church manse is separated by sub-divisimm €hurch property to enable sale of the manse,
the manse will be treated in the same manner & o#isidential property, (GST Free,) unless it has
been very substantially renovated prior to salevduld also not qualify as residential propertyt if

had not been utilised as a residence in the period to sale and was not suitable for use as eesie
without alteration after the sale. For examplehd kitchen and bathrooms had been removed, and the
building was being used as offices, and it cleadyld not be used as a residence in its current
condition, then it would not be a residence for Gfbifposes. However, even if it had been used as an
office but still had a kitchen and bathroom inamd therefore it could be used as a residencegutdwy

be classed as residential property and be GST Free.

Where there is GST on property sold after 1 Jul§020t is possible to apply a ‘Margin Scheme’.
Briefly, this ensures that GST is paid only on adgled value to the property post 30 June 20086. It i
important to have property valued as at 1 July 200@t the latest, the end of the first tax peafter
sale. Note: It does need to be valued ON that date, merebleewplaced on what it was worth on that
date. This can be done several years later.) ThgiMacheme would normally only be used where a
GST-registered entity sells property to an unregest party, usually a private individual. Pleaderre
to your Synod office if you require further details
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Example - Sale of church land and buildings

The Uniting Church sells an existing church land and buildings to another denomination for
$66,000. UCA will be required to pay 1/11th ie. $6,000 GST to the ATO. Provided the church
purchasing the church is registered for GST, it can claim an input tax credit (refund) of $6,000.

Type of Sale

Comment

Sale of newly constructed residential property.

Subject to GST.

Other existing residential premises

Input Taxed, Not subject to GST

Sale of commercial property and commercial
residential premises

Subject to GST. Also note the Margin Scheme
may apply.

Sale of going concern

GST-free - special agreement, etc.

Sale of farmland

Not subject to GST if business is conducted on

the land for at least 5 years before the sale.
The purchaser of the farmland must intend to
operate a farming business on the land.

GST will generally be payable on the full selling
price.

Sale of land

Also note there are some special transitional fideproperty partly constructed at 1 July 200@;dfi
have a query relating to a construction over thisga, contact the Synod office in your State.

Sale of other assets

GST applies to the proceeds from the sale of eqepnfurniture, computers, etc.; 1f1af the
proceeds will need to be forwarded to the ATO.

Where the asset being sold was received as a dbsetend-hand good, its sale will be GST-free.

Trade-in

Trade-in transactions represent two transactiornmirahase for full price and a sale of an old asset
Both transactions need to be treated separately.

Bodies corporate

A body corporate with an annual turnover of mornt$50,000 must register for GST.

Selling costs

Incidental costs associated with the selling oftgtles of property will usually include GST. For
example, fees by solicitors, surveyors, accountangpectors and financial advisers would include
GST. GST credits can be claimed for these acoumsitiexcept where the sale is input taxed, ie.
acquisition associated with the sale of an existeégidential premises.

17. Memberships

Church membership fees

For most churches, membership is established anuameed by attendance at public worship, not by
the payment of membership dues. But this is noagdwhe case.
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Where membership fees are charged by not-for-poofjanisations, they are invariably payments in
return for services or rights and will be subjectaST. Membership bestows rights to members even
where nothing tangible is supplied.

In most circumstances, congregations will wishamaeve the tennis club, etc. from the GST net, by
recording the club as an unregistered sub-entityhis case, GST will not be added to membership
but the tennis club will not be able to claim th&1son its acquisitions. This will eliminate the mext
administration required by the GST. An exceptionyrba where the tennis club is subsidised by
donations, etc. and the value of GST credits omiattpns is greater than the GST payable on the
membership fees.

Example - Membership

A GST-registered church introduces a $100 annual membership fee for members who wish to
become social members of the church tennis club and utilise the church tennis courts when
competition teams are not using them.

As the church members receive a benefit for paying their tennis club fees, these fees will be
subject to GST. Members should pay the church $110 p.a. from 1 July 2000.

18. Training courses

GST can apply to training courses, however, mastitig courses we supply will be GST-free under
one of the following:

< religious education (See Religious Services pa@e) 20

» defined education courses

* non-commercial. (See Supply page 204.)

Defined education courses are those:

e recognised courses by education institutions
» special education for disabled

e ‘adult and community education course’ which isimledl under Section 195-1, as a course likely
to add to employment-related skills (requires apakby Education Minister)

« English language for overseas students
« first-aid or life-saving courses
» professional trade courses.

Example - Training courses

Anne runs a Church Day Care Centre. In order to optimise her skills, the congregation has
asked her to upgrade her first aid skills. She has applied to do a course run by St. Johns
Ambulance. The cost of this course is GST-free.

19. Community outreach

These services are usually provided with littlenorexpectation of payment from the recipient. (A
donation might be asked for or received but notireg.) Where there is no scheduled fee/direct link
to a payment for a service, any funds gained throgifts’ are not taxable.
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The cost of the services may be met by other osgéinihs, eg. government grants, sponsorship, etc.
and these receipts will commonly be a taxable sumy. government grant provided for provision of
a community service.

The non-commercial test where consideration istlees 50% of the cost of providing the service may
apply.

20. Cash transaction

GST applies only on supplies, and does not applyansfer of money. For example, it does not apply
to the following:

* investments made

* investments realised

* loans received

* loan repayments.

21. Internal transfers

In most circumstances GST will not apply to transfef funds between separate parts of the Uniting
Church. If both parts are members of the UCA ReligiGroup (Refer page 250,) the transfer will be
GST free. Otherwise each transaction needs tevdewed depending on its own circumstance.

If one of the members is recognised as an unregastgub-entity then GST may apply depending on
whether a taxable supply is made.

Example - Sale of books

A GST-registered UCA Bookshop sells a book to a UCAF group. The UCAF group is recognised
by its congregation as an un-registered sub entity for the purposes of GST. In this situation
GST will apply on the sale of the book.

A transfer may qualify as a genuine voluntary gifth no benefit being received by the donor.
However, in a number of cases the transaction bvella taxable supply, for example, the supplying
congregation paying their share of the cost of raise from which they get a benefit. A common

example could be a congregation paying for a sharghe cost of a minister servicing an

Anglican/UCA cooperating congregation.

Taxable transfers are included in the calculatibrtuonover and can result in compulsory GST
registration. Also if the recipient congregatiomist registered for GST, the church as a whole lvéill
out of pocket. This is because the supplying cagagien will pay GST and the recipient congregation
will not receive the corresponding GST credit.
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Transfer from X
Congregation to Anglican/UCA
co-operating congregation

UCA congregation X is part of
the joint Ministry and joint
congregation is registered
with the Anglican GST
Religious Group

GST applies, but as
Congregation is registered for
GST, it can claim the input tax
credit.

Transfer from UCA
Congregation Y to
Anglican/UCA co-operating
congregation

Congregation Y is not part of
the joint ministry

No GST applies - regarded as
a donation as Congregation Y
received no benefit.

Transfer from X Congregation
(Registered,) to Y
Congregation (Not-
Registered,) as share of cost
of speaker brought in for
shared work.

Congregations are both UCA,
butY is not part of the GST
Religious Group

GST does not apply. Would
normally be a taxable supply,
but as Y is not registered, it
cannot charge GST.
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GST on specific revenue items

Raffles and bingo

Under Charities Gaming, sub-division 38H (wherehsactivities are lawful) raffles and bingo are

GST-free only if conducted by a charitable institnt(ie. a church). GST is not payable on the eaffl

or bingo proceeds and GST credits can be claimedcquisitions purchased for either prizes or for
administration.

Example - Raffle (non-cash prize)

The Aged Care Home raffles a non-cash prize purchased for $550 (including $50 GST). A total
of $1160 was collected from participants in the raffle. An input tax credit of $50 can be
claimed for the non-cash prize. As the raffle is GST-free, no GST is payable to the ATO. The
Home makes $660 profit.

Lottery

Whilst raffles (non-cash prizes) are GST-free gioéts (cash prizes) are taxable.

Example - Cash prize

An Aged Care Home, registered for GST, runs a fundraising raffle to purchase new medical
equipment. The cash prize is $500. A total of $1160 was collected from participants in the
lottery resulting in a margin of $660 (that is, the total collected minus the total cash prize).

The amount of GST payable is $60 (1/11t of $660). As there are no input tax credits on the
cash prize, the Home must pay $60 GST to the ATO. The Aged Care Home makes $600 profit.
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GST revenue on food

Food

If you are involved in the production, preparationsupply of food for human consumption, it is
important to understand what is defined as ‘foediat food is GST-free and what food is not GST-
free.

What is defined as ‘food’?
For GST purposes ‘food’ means:

« food for human consumption (whether or not reqgipnocessing or treatment)
e ingredients for food for human consumption

« beverages for human consumption (including water)

« ingredients for beverages

* goods to be mixed with, or added to, food for huroansumption (including condiments, spices,
seasonings, sweetening agents or flavourings)

- fats and oils marketed for culinary purposes, or
any combination of any of the above.

What is not defined as ‘food’?

There are three exclusions from the meaning of toochake it clear that certain animals and plants
are not food for GST purposes until they have lsedaect to further processing or treatment.

The exclusions are:
» live animals — however, live crustaceans and modiu$or example, lobsters, oysters and crabs)
will be GST-free where they are sold for human comstion

e unprocessed grains, cereals or sugar cane — hgwiéwbey have been processed or treated,
resulting in an alteration of their form, naturecondition, they will be GST-free

e unprocessed cows’ milk, and

» plants under cultivation — this ensures that plamésnot sold GST-free where they are still in a
growing medium.

Food marketed for animals is not GST-free asnbisfor human consumption.

What food is GST-free?

Most food for human consumption is GST-free. Thidudes food such as fruit and vegetables, meat,
eggs, bread, cheese, soup, milk, tea, coffee, $arnteand vegetable juices, breakfast cereals,rflou
infant formula and sugar. Ingredients for food fimman consumption, some beverages, and fats and
oils for culinary purposes are also GST-free.
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What food is not GST-free?

Food that falls into any of the following categarie not GST-free:

restaurant, takeaway and prepared food,
bakery products,

confectionery,

savoury snacks,

ice-cream,

biscuit goods, or

taxable beverages.

Food that is a combination of food that is GST-faeel one or more foods from the above categories
will not be GST-free. For example, a snack packtaioing both cheese (which is GST-free) and
biscuits will not be GST-free. However, the sepairigms of food in a hamper are taxed individually.

Restaurant, takeaway and prepared food will beestibp GST, including:

all food and drink supplied for consumption on tinemises where it is supplied

all hot food supplied for consumption away fromrpiges, and

food that is included in the category of prepareaidflisted in Schedule 1 & New Tax System
(Goods and Services Tax) Act 199%is includes food similar to food sold by takegwoutlets

(such as sandwiches, pizza and pies) that is s@dapermarket or similar outlet. It also includes
frozen meals sold in a form that only requires ingafior consumption (such as a TV dinner).

Note: If consideration for the supply of food is less than 75% of the price of supplying the
food, or less than 50% of the GST-inclusive market value of the food, the supply is GST-free
when it is supplied by a charity.

For more information on food please refer to theQAiRdustry bookletsRetailing and Wholesaling
and The New Tax SystemdRestaurants, Cafes and Caterers and The New TagI8y
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GST revenue on hall hire

Hire of a hall will be a taxable supply, unlessitGST-free through the non-commercial provisiohs o
The New Tax System Act

The hire of a hall will be GST-free if it is:
¢ less than 50% of GST-inclusive market value, or

* |ess than 75% of cost.

The GST-inclusive market value is based documeintasktigation.

Example - Commercial rent

The congregation receives rent of $50 per week for the congregation hall from the local Judo
Association. The congregation will have to identify if this rent is below or above the market
value. If it is below the 50% market value, then the congregation would not remit 1/11tto the
ATO, and would issue an invoice for rent exclusive of GST. If it were equal to or greater than
50% of market value, then the congregation would issue a GST inclusive tax invoice and remit

1/11thto the ATO.

Donations that are linked to a benefit receivedh®ydonor are not really donations at all. They fal
into the category of supplies and would normallyshbject to GST. A church treasurer should always

seek professional advice if a particular donatippears not to be genuine.

Example - Donation for hall hire

A GST-registered church receives an annual ‘donation’ of $500 from a nearby school in
recognition for the use of the church hall for their speech night. Because a benefit passes in
this transaction (from the church to the school), it is subject to GST.

Refundable deposits

Refundable deposits are tax free until such timi esases to be refundable, either in part ooialt
The amount that ceases to be refundable, ie. itbhas forfeited, is deemed to be a payment for a
supply, and at that point it becomes subject to GSTherefore, 1/11 of the deposit that has been

forfeited has to be remitted to the ATO.
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GST revenue on child care centres
and pre-schools

Child care centres and pre-schools are GST-free if:

» registered under theéhild Care Rebate Act 199$38-140)
» eligible for fee relief under th€hild Care Rebate Act 197339-145)
» eligible for Commonwealth funding (S38-150).

Family day care, occasional care, outside schomlsshcare, vacation care or any other type of care
are to be determined by the Minister.

Pre-schools are GST-free if the pre-school receght curriculum recognised by State or Territory
(S195-1).

The non-commercial rules should also be considgeel Charitable Provisions page 200).

IMPORTANT NOTE

Child Care centres are currently the subject ofudisions between the Ecumenical Tax Group, of
which the Uniting Church in Australia is a memband the Australian Taxation Office, in relation to
their entitlement to Income Tax Exempt Charity watVirtually all Uniting Church pre schools and
Child Cares have received in the past ITEC staiber in their own right, or as a sub-entity of a
Mission, Congregation, or some other entity. TheQAflave now ruled they are ineligible for the
status of ITEC, and therefore they are ineligibledmain members of the GST Religious group. The
Federal Government has indicated the definitioa Gharity will be amended to include not-for-profit
Child Care Activities from July®} 2004.

This dispute or disagreement does not in any wiyyeince whether a Child Care or Pre-school centre
can claim all its input tax credits, nor influenaether it should charge GST on fees. The only
implication is whether transactions between thereesnd another Uniting Church entity should have
GST included in the charge. (le. Insurance, feepifavision of a centralised payroll.)
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GST implications for Bus Tours

There are a number of options to be consideredaddoommodating the GST and Bus Tours. Most
congregations or presbyteries are registered far. Ghis means you may need to charge GST on the
tour, if you conduct the tour under the name ofry@angregation or presbytery.

You do not have to charge GST if:

e you go through an unregistered sub-entity; or
e you are classified as running a non-commercial even

If you want to charge GST and claim Tax credits

If you are a registered congregation or presbyaeiy want to charge GST you will need to add 10%
on your final charge to participants. When yodestilthe money, the amount that you have added on
IS sent on to the tax office (ie 10%). You wilkalneed to obtain tax invoices for all acquisitigies
tickets to attractions, bus hire etc) to claim @T paid.

If you don’t want to charge GST, but want to claimTax credit (non-commercial)

To do this you will have to prove that you are aactthg a non-commercial event. This means that
you charge participants less than 50% of an eqeiivabur run by another body, or less than 75% of
the cost of running the tour. Your congregatiorgtmibe willing to subsidise the tour (through
fundraising) to the extent that this is a posdioilin order to claim tax input credits you will ek to
obtain tax invoices for all acquisition.

If you want to forget about the GST entirely

If you don't want to charge GST or claim back th&TGyou've paid out when buying food,
accommodation, passes to tourist attractions eic.can process the money through an unregistered
sub-entity. In this instance you do not charge (81 cannot claim input credits for any GST you
may pay. Your congregation must have an unregidtsub-entity created to do this, (the creation of
which must be recorded in the Church Council migdteand all funds must be accounted for
separately from the normal (GST inclusive,) Congtemal records.

Another option or UCA congregations

If you charge a member of the UCA GST Religiousugrayou should not charge GST. Most
congregations and agencies will be members of 18& GST Religious Group. This means if a
congregation pays for the tour to another congregatr a presbytery rather than the individual ¢her
should be no GST charged.

Note :

Congregations and other Uniting Church entitiesukhalso ensure they are aware of the insurance
requirements and implications for bus tours befbey arrange them.

Next page is 400
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GST on expenditure

Like all other organisations in Australia, churchese found themselves paying GST on most of their
acquisitions since 1 July 2000.

Examples of expenditures which are subject to GS8ude:
» supplies for religious services

* repairs to church buildings

» telephone

s postage

e stationery

» hire of equipment

* insurances

* magazine subscriptions

* audit fees.

Only suppliers registered for GST can charge GST.
Salaries, stipends and staff wages are not sulgj€esT.

Impact on congregations

Congregations will pay GST on a significant profortof their purchases. However, congregations
registered for GST will be able to claim input dtedor most, if not all, the GST paid. The supple
responsible for charging GST, however, the condr@géas responsible for:

» claiming GST credits

» record-keeping, ie. ensuring it can support claiitk suppliers’ tax invoices.

Note: It is very important that congregations do not claim GST credits for acquisition by
unregistered sub-entities. For example, a congregation could not claim GST credit for hiring
tables for a fete conducted by an unregistered church fete. In this case, the fete committee
should use their funds to hire the tables.

Costs will have increased since Jufy 2000, for congregations which have not registéoedsST.
However, costs for GST-registered congregationsighwave decreased marginally. The Government
anticipated that net costs excluding GST would e#®e, however, due to existing sales tax
exemptions and the high labour component of ctiséscost reduction for most congregations will be
minimal.

Example - Churches pay GST

The annual budget of a GST-registered church includes wages of $40,000 and church
operating costs of $11,000 including GST. No GST is payable on wages, but most of the
operating costs will be subject to GST. One of the few exceptions is bank charges that are
input taxed. Provided the treasurer has retained tax invoices from suppliers, input tax credits
of up to $1,000 should be recoverable from the Taxation Office.
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Even goods acquired for churches for use in tledigious services are subject to GST.

Example - Purchases

A church purchases candles for use in its religious services for $220 (including $20 GST). The
church is entitled to an input tax credit of $20 for that transaction.

The following table provides a summary listing mdrtsaction types. Further details are found in the
corresponding notes. This is not an exhaustivelisgt rather an attempt to describe the GST etiact

common transactions occurring within congregations.

Expenditure transaction types

No. | Supply Nature of Supply GST Treatment
100 | Stipend/Wages Payment of stipends and Excluded from GST
salary
101 | Allowances and Fringe Payment of allowances in Not subject to GST
Benefits payroll system
MBAs Minister’'s expenses and Can claim input tax credits
Fringe Benefits
102 | Workers’ compensation Payment of workers’ Taxable. However if
compensation premiums between members of the
same UCA Religious Group
not taxable.
103 | Superannuation Payment of superannuation to | Superannuation is not
UC-Super, and payment of subject to GST.
Long-service leave Long-service leave levy to Long service levy is
Synod. taxable. However if
between members of the
same UCA Religious Group
not taxable.
104 | Mission and Service Payment of contribution to GST-Free, is a Gift
contributions Synod for Mission and Service
105 | Printing/stationery/ Purchase of goods for Taxable
administration administration purposes
106 | Advertising Payment for congregation Taxable
advertising
107 | Administration or Payment for congregation Taxable
management fees services
108 | Bank charges Bank charges such as Input taxed
account-keeping fees
109 | Conferences and Costs associated with GST-free
seminars professional development
courses
Non-approved courses Taxable
110 | Contractors Payment of contracted Taxable
services
111 | Council charges Payment of rates Mostly GST-free
112 | Donations Donations to charities and GST-free
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No. | Supply Nature of Supply GST Treatment
not-for-profit organisations
113 | Entertainment Dinner Dance? Luncheon Taxable - credit not
provided to employees claimable
114 | Food Listed exempt food GST-free
Other food Taxable
115 | Fundraising expenses Supplies Taxable
116 | Hire charges Hiring of equipment Taxable
117 | Insurance Payment vehicle, property, Taxable
hall, etc.
Payment life insurance Input-taxed
118 | Postage and freight Payment for postage and Taxable
freight
119 | Professional fees Accounting fees, lawyers, Taxable
auditors
120 | Reimbursement to staff Reimbursing costs incurred on | Taxable (invoices required)
and volunteers behalf of congregation
121 | Repairs and maintenance | Payment to contractors such Taxable
as plumbers and electricians
122 | Subscriptions Payment of subscriptions Taxable
123 | Utility expenses Payment for telephone, Taxable
electricity, gas
124 | Internal transfers Transfer of funds from other Not subject to GST
recognised sections provided part of GST
Religious Group.
125 | Capital acquisition Purchase of new goods such Taxable
as furniture, equipment,
computers
Motor vehicles
126 | Construction Construction of buildings Taxable
127 | Premises Expenses Payment for existing Input taxed
residential premises
Payment of commercial and Taxable
new residential
128 | Loans Repayments Not a taxable supply
129 | Journals, newsletters and | Purchase of congregation Taxable
subscriptions materials
130 | Honoraria, and volunteer | Presentation of nominal Where person not
reimbursements amount, or payment to cover registered for GST. GST not
out of pocket expenses. applicable.
131 | Visiting preachers Payment of travel GST not applicable.
reimbursement
132 | Non resident services Overseas guest speakers Dependant on status of
engaged for seminar speaker.

100

. Stipends / wages
Payment of wages is not subject to GST. Wagespaafically excluded from the GST provisions.
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Example - John Smith is paid wages for the fortnight

1/1to0 15/1 $1850.00
PAYG tax (was PAYE) $230.00
Net wages (not subject to GST) $1620.00

Ministers’ stipends

Whilst UCA ministers are not employees, historigdtlhas been possible to treat them as employees
for payment of stipends and entitiement to mingtbenefits.

Advice from the ATO is that religious practitioneds not need to apply for an ABN, and in fact
cannot apply for an ABN for the provision of pastoral amdigious duties. Ministers will be deemed
to be a “withholding event” which will enable thamhave income tax deducted from their stipend at
the new marginal income tax rates available tadiseof the community.

Centralised Synod payroll

GST does not apply on the amount of funds transfiior a stipend or salary where congregations use
the centralised Synod payroll system as an ageuaycstipends and salaries. If both congregatiah an
Synod are part of the same religious group thesdsis no GST applied to any Synod administration
fee, however if the Church is not part of the rielig group GST will apply to the fee.

Note: If less than $50, a ‘Tax Invoice’ is not required but other documentation is required.

Shared ministries

Contributions towards the provision of a ministemf other congregations/clusters that are notgfart
the GST Religious Groupeed to include GST. This contribution is a sejgasapply to the payment
of stipends and the contributions have a materalebt to the contributoand are therefore not
considered as gifts. (See Gifts page 105.) Whenéribotions are voluntary, with no material benefit
to donor and no condition or contractual obligasiaihey may be considered as gifts and GST-free.

Ministers’ Benefit Accounts (MBAS):

Legislation enables employers to claim GST crefiitsGST paid on employee fringe benefits.
The ATO has advised that there are two grossinatgs for FBT depending on whether GST is
included in the cost of the benefit. The highde rintroduced post GST, is to ensure the benefit
to the employee is equalized for reporting purpafeesr the GST claimable by the employer has
been taken in into account. As Ministers Benefdcdunts are considered under the same
legislation as employee fringe benefits, congregatiare able to claim GST credits for MBA
expenses.

From 23" May 2001 the Federal Government legislated towalfoll input tax credits on the
purchase of Motor Vehicles. In this situation ifrénister wishes to purchase a vehicle from the
MBA the Congregation can claim any GST in the pasgh If there is a trade-in or contribution
from other sources, this contribution could attt@S&T and the entity would have to forward 111
to the ATO.

If the congregation trades-in a vehicle (it ownsjl ghe proceeds of that sale are less than 75% of
the original purchase cost, then the sale candagel as a GST-Free transaction. In this case the
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church should advise the purchaser that no GSEiigglcharged on the transaction so that they
are aware they can not claim input tax credits.

Visiting preachers : PAYG withholding tax

From July 1st, 2002, the Australian Taxation Offissued revised guidelines for Religious
Practitioners in respect of PAYG withholding taxddetions from stipends, including those made
to relief Ministers providing locum or supply sares. These changes are detailed in the Taxation
Law Amendment Bill No 5.

Where the payments are merely expected to coveomehle out-of-pocket expenses incurred, the
amount will generally be considered a reimbursemdritese amounts are not subject to PAYG
withholding tax, nor would the 48.5% GST withholglitax apply. However for payments other

than reimbursements new rules apply, these aralag/$.

e If a visiting preacher is already paid through grphl system on a full time basis, then the
only payment applicable to the minister would bavét reimbursement. No PAYG
withholding tax is needed from this payment. Thagregation may choose to reimburse the
visiting preacher's normal congregation for theogement.

« If a visiting preacher is paid through a payrolstgyn on a part time basis, then a decision
would be required as to whether the visit was pathe existing role of the preacher, or in
addition to the existing role. If an additional pagnt is required, it should be made through a
payroll system, and PAYG withholding rules appRayment for travel, if appropriate, would
also be required.

e If the visiting preacher is not in either of theoab categories (ie. a minister awaiting
placement or a retired minister), then they shadohplete a Tax File Number Declaration,
PAYG withholding tax will apply, and the followinguidelines will need to be followed.

1. preacher is engaged for two days or less in a gdhten there is no requirement to
withhold any amount in taxation.

2. If subsequently, the same preacher is engagedithti@nal days in the same quarter
beyond the initial two, then the normal PAYG withdiag rates will apply from the
first additionalday. No retrospective variation needs to be madbked initial two days
paid previously.

If the appointment is for in excess of two daysnththe entire arrangement will be subject to
normal PAYG withholding arrangements from the folaly. Please note that the days do not relate
solely to "preaching days", as an engagement ty cart pastoral care or similar duties would
also be covered by this taxation ruling. For thgppses of defining the two or more days, it is the
days of engagement, not the days when the paymayntoe made, that are critical. A quarter is
defined as the three months ending on March 3dsg 30th, September 30th, or December 31st
in any year.

Note that even if no requirement exists to deduct ® withholding tax (ie. the supply or locum
is for less than two days), there is still a reguoient to issue a payment summary to the visiting
relief Minister at the end of the Financial Yeandahe income must be included in his or her
taxation return.

Also please note, even if the visiting preacher &@#ABN because they have registered another
enterprise they operate, ie. home maintenance,offets to issue the congregation with a tax

invoice, this is not acceptable to the ATO. OnlyChurch can register for the business of

providing religious services, a Minister as an wulial can not. The above guidelines must

therefore be followed.
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Organists

If paid through a payroll system, no GST will applfynot and the organist does not supply an
ABN, 48.5% of the payment must be withheld. If trganist is registered for GST, GST must be
included in the payment.

It may be possible in a very limited range of cimgtances for the organist to complete the ATO
prescribed form NAT 3345-6.2000 “Statement by afiep— reason for not quoting an ABN to
an enterprise”. An organist may be able comphlageform declaring that either:

» option 1 : the supply is made in pursuit of a hgbby
e option 2 : itis of a private or domestic nature, o
e option 3 : there is no reasonable expectation dfitgsr gain.

Please note that Option 1 and Option 3 are rulgdubiere the Organist is playing on a regular
basis and being paid. For it to be a hobby, thiwigcthat generates the payment must be isolated
and not part of a regular pattern of events, thigigcmust generally be carried on at a loss, end
both cases, there cannot be any reasonable prabpguoerson will ever be financially advantaged
by the activity. (Recovery of costs incurred isegatable.) Also refer to page 810 re Declaration re
Hobby/Private or Domestic Supplies.

101. Allowances / Fringe Benefits

Allowances paid by a congregation via payroll systere part of employee remuneration and not
subject to GST. If the recipient of an allowancena paid via a payroll system, 48.5% PAYG
would apply if a recipient does not have an ABN &@8T would apply if the recipient is
registered for GST.

See Ministers’ Benefits Account in section 100 abtor the implications of fringe benefits.

102. Workers’ compensation

Payment of Workcover premiums by the congregatimaten the Accident Compensation Act 1993
is a compulsory payment of insurance. These presiiare a taxable supply, however, if the
congregation or agency is part of the UCA GST Ralig Group no GST will apply.

103. Superannuation / long-service leave

Superannuation payments and Beneficiary Fund Pagnaer related to employee activities and
are therefore not subject to GST. However, contidios to the Synod’'s LSL and Special
Insurance Fund will include GST, except where tlgcegation is part of the UCA GST
Religious Group.

104. Mission and Service contributions

Where the congregation is part of the UCA GST Relig Group, Mission and Service
contributions will be GST Free. Otherwise thesatdbutions are considered as gifts provided
there is no material benefit to the congregatiberdfore they will be GST free.
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105. Printing, stationery, administration expenses

General administration expenses, such as printidgstationery, etc. will be subjected to GST. An
input tax credit will be claimable.

Example - Stationery

The congregation purchases various stationery items at a cost of $550 which is inclusive of
$50 GST. As the congregation is registered for GST, it can claim $50 in input tax credits.

106. Advertising

Advertising is subject to GST.

Example - Advertisement

The congregation places an advertisement each week in the local paper, detailing the times
of church services. The newspaper will charge GST on the invoice and input tax credits can
therefore be claimed.

107. Administration or management fee

The Synod office or other institutions may charge aalministration or management fee for
accounting and other services. This service withat GST, unless the congregation is part of the
GST UCA Religious Group.

Example - Synod accounting fees

A congregation receives an invoice from Charles Brown Accounting for accounting services

Payroll administration fee $90
GST $9
Total amount payable $99

Input tax credits of $9 can be claimed.

108. Bank charges

Bank charges, such as account-keeping fees, amcfad supplies and are input taxed.

109. Conferences and seminars

Professional development courses that fall withia definition of an approved education course
will be GST-free.

In general, spiritual retreats and adult educaiirthe faith, when supplied by a religious
institution and when considered to be an integaal of the practice of religion, are GST-free.

Example - Lay Preachers Conference
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Mr. Max Smith attended a weekend Lay Preachers Conference at Dandenong Conference
Centre, costing $750. He also attended a weekend spiritual retreat at Retreat House, costing
$300. Both these amounts are GST-free.

110. Contractors

Congregations use contractors for a number of m@Rcsuch as security, cleaning, waste removal
and a range of other services.

The provision of services to congregations fromdtigiarty contractors and service providers will
generally be subject to GST, unless the contrastarsmall business not required to register. Only
commercial businesses with annual turnover of less than $50,00@re not obliged to register,
although they may choose to register voluntarily.

If a contractor is not registered for GST, thea @ontractor would still be required to have an
ABN as they are carrying on a business. In thitaimse, they would issue the congregation with a
tax invoice, quoting their ABN, but stating theqaricharged was exclusive of GST.

If the contractors total turnover is greater th&0,$00 they must register for both an ABN and for
GST, and should issue the congregation with artegice including 10% GST.

If a contractor does not state their ABN, withhalgltax must be deducted. (See PAYG page 800.)

111. Council charges

Rates and water charges are GST-free, but othegehasuch as garbage collection, are subject to
GST.

112. Donations

Any donation is GST-free provided it does not resub benefit to, or an obligation to benefit, the
donor. Nominal benefit given to a donor (eg lgma) does not affect this GST Free status.

Example - The congregation has a policy that all the cash in the offering plate goes to the work
of overseas missions. There is no GST payable.

113. Entertainment

All congregations will face a GST cost with respaxtentertainment and other non-deductible
expenses. The supply of entertainment is a taxabpwly and hence GST will be payable.
However, the legislation specifically provides thatinput tax credits will be available in relation

to non-deductible expenses for income tax purpddss.includes:

* entertainment expenses

* non-compulsory uniforms

* penalties

* relatives’ travel

* maintaining an employee’s family

» recreational club expenses
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« expenses for a leisure facility or boat
« agreements for the provision of hon-deductible cash benefits.

114. Food

In general, the supply of food for human consummpiioll be GST-free. Some typical examples of
what will constitute GST-free status are as follodrsit, vegetables, meat products, fish, bread,
cheese, eggs, milk, sugar, tea or coffee.

However, there are some important exceptions. Ruitidoe taxable where it falls into one of the
following categories:

* restaurant, catered or eat-in food

* hot takeaway food

* prepared meals and other prepared food

e bakery products (excluding bread)

« confectionery, snacks, ice-cream and biscuits

» alcohol, most soft drinks and certain drinks.

Example - Food

The congregation drop-in centre serves free, every lunch hour, soup, sandwiches, coffee and
tea to homeless youth. If GST has been paid on any of these items, the congregation will be
able to claim input tax credits. (Also see section on Food page 321.)

115. Fundraising expenses

Any purchase, such as items for a raffle, or chateofor a chocolate drive, are taxable supplies.
Accordingly, an input tax credit is claimable prded you are registered. (Also see section Revenue
Fundraising page 306.)

Example - Raffle

The Church Ladies Guild decides to hold a raffle. The raffle prize is a dozen bottles of Barossa
Valley red wine and some fine chocolates. The wine and chocolates are subject to GST and an
input tax credit can be claimed.

Purchase costs for stewardship envelopes woulddedGST.

116. Hire charges

Congregations may hire equipment for services ahdrdunctions. Payments made for hire charges
will be subject to GST and an input tax credit t@nclaimed provided you are registered. (Also see
section on Fetes page 306 as GST input tax credlits be claimed where the expenses relate to the
operation of an Input Taxed fund raising event.)
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117. Insurance

Most insurance premiums are taxable and subjeGiS®d. Exceptions include life insurance which is
input taxed, and health insurance which is GST-free

Example - Insurance

A congregation has taken out third-party insurance on its property. This is a taxable supply and
the congregation will pay 10% GST. The congregation will be able to claim input tax credits for
the GST paid. A congregation would not be charged GST on life insurance as it is an input-
taxed supply.

Where a congregation pays an insurance premiunm agpportioned charge from the Synod office,
and the congregation is part of the UCA GST ReligiGroup, GST generally will not be included. If
the congregation is not part of the UCA GST Religi@roup, GST will be charged. If a property is
an input taxed property a different insurance aile apply as the Synod can not claim the GST
refund from the insurance underwriters. (See p&§e) 1

For further details in regard to insurance clainmsl &ST, contact your Synod (see section on
Insurance page 416).

118. Postage and freight

Postage and freight are subject to GST. An inputtadit can be claimed.

Example

Cost of 1 box of 100 postage stamps $45.00
(GST included on stamps $4.09)
Books sent to Sydney with Qantas $16.50
(GST include on freight $1.50)
Total $61.50
An input tax credit of $4.09 plus $1.50 ($5.59) can be claimed.

119. Professional services

Professional services are subject to GST. An itgputredit can be claimed.

Example - Audit fees

The auditor issues a ‘Tax Invoice’ for auditing congregation accounts : $770.00
GST $77.00
Total amount payable to auditor $847.00

The GST charge of $77 can be claimed as an input tax credit.
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120. Reimbursements to staff and volunteers

Where the congregation reimburses employees, agéntduding parishioners,) or officers for
expenses incurred, the congregation will be ablelagm the GST included provided appropriate
documentation is provided. For amounts of $50.00ess, the receipt does not need to indicate
whether GST is included, however, in all cases prieferable that it does. For larger amountsxa ta
invoice must be produced. Please note that an taputredit cannot be claimed for any acquisition i
it is non-deductible for income tax purposes. (R#fe section on Entertainment on page 407).

GST will not be claimable on a petty cash floalyan the expenditure.

Example - Taxi travel

The congregation secretary takes a taxi to the airport to meet the visiting Moderator. The cost
of the taxi fare is $60.00 (including GST). Provided a tax invoice is obtained from the taxi
driver, the congregation treasurer can reimburse the total cost of $60 and claim an input tax
credit of $5.45 ($60 x 1/11).

Note: Kilometre reimbursement for volunteers: As no invoices are available and such
reimbursement is considered a travel allowance, there is no GST paid and therefore no GST
credit. Where a recipient does not have an ABN and is paid $50.00 or more, PAYG withholding
could apply.

There is no provision for volunteers to claim GS&dits for donated out-of-pocket expenses that are
not reimbursed. Volunteers are not registered 8 At may be appropriate for volunteers to donate
cash and the church pay the expense and claimS$fie G

Payments made to a guest speaker who is registere@ST will be subject to GST where the
activities are made in respect of the speaker'srpnse. A non-registered speaker will not charge
GST, but may need to provide an ABN if the paymentmore than $50.00 to avoid PAYG
withholding being deducted, or provide a statenerthe fact that the speaking engagement is private
or domestic in nature, or relates to a hobby. éRpéage 810.)

121. Repairs and maintenance

Payments for repairs and maintenance will be stulbge&ST. An input tax credit can normally be
claimed. However, if the property is commerciakiyted out, an input tax credit could not be claimed

Example - Repairs

The front door to the church has dropped due to the weather and is hard to open. A carpenter
who is registered for GST is called. GST would be included in the carpenter’s invoice and paid
by the congregation. An input tax credit would subsequently be claimed.
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122. Subscriptions

Subscriptions are a form of pre-payment for goadseovices that usually extend for a period oftsix
twelve months and as such are usually taxable.

123. Utility expenses

Utilities are taxable supplies and the congregatian therefore claim all input tax credits. Note
however that water and sewage are specifically @&4. However this only applies where it is the
provider of the specific service who is making ttiearge. In circumstances where the water or
sewerage service is being "on-charged," say by@ddad to a tenant under the terms of a commercial
lease, then GST would be payable. This is beciuseén fact part of the rental or lease costshaf
property under the terms of the lease that is bpaid, not the provision of the utility servicehi§
applies even where the utility account is paidadiyeby the tenant.

124. Internal transfers

In some circumstances GST will not apply. (Seenmedtem page 318.)

125. Capital acquisitions

Capital expenditure is subject to GST on the saasstas any operational expenditure. Accordingly,
input tax credits will apply. The timing of capitekpenditure needs to be aligned with GST reporting
to protect cash flows.

(a) Motor vehicles

A GST of 10% will be payable on vehicle purchaséshicle leases will also be subject to GST. Input
tax credits can be claimed for GST paid

The transitional provisions limited the claiming ioput tax credits for the purchase of motor cars
except where exemption from wholesale sales tatieapprior to July 1st, 2000. However, the
transitional arrangements were subsequently amenadednput tax credits have been available for all
vehicles purchased after 23 May 2001.

Full input tax credits were available from 1 JuBGO® if:
the purchase was for a second-hand motor vehioty; br trailer, or

you would have been entitled to exemption from whkale sales tax (WST) on the purchase of the
vehicle, had exemption still applied.

(b) Purchase of premises

The acquisition of an existing residential premised predominantly for residential accommodation
is an input-taxed supply and therefore it is ndject to GST.

This is, however, only to the extent that the restthl premises are not new residential premises or
commercial residential premises. The definitiomasfidential premises is ‘land or a building occdpie
or intended to be occupied as a residence’. Thaideh of new residential premises means,
‘residential premises that have not previously bsefd as residential premises and have not
previously been the subject of a long-term lease’.

Buildings acquired that are not residential presigdl be taxable and subject to GST.

Examples
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The congregation buys an older style residence. The acquisition is not subject to GST.
The congregation buys commercial property. GST will be applicable.

The congregation buys a new residence (one that has not previously been sold as a residence
or is the subject of a long-term lease). The acquisition is subject to GST, however, as the
Manse is being purchased as part of the enterprise of the Church, the congregation is entitled
to claim back the GST in full. (Refer to the note below the following section on Construction
with respect to the GST treatment of Manses, which is currently (September 2003,) subject to
negotiations with the ATO.)

126. Construction

Congregations may be engaging in the construcfitnitdings in the future.
(a) Acquiring land for construction

Land acquired prior to 1 July 2000 was not subjedtST. However, GST applies to land acquired
after 1 July 2000, if sold by registered personsrtities. Land acquired from non-registered pesson
(eg. individuals, a private seller of a suburbawck) or someone owning a ‘hobby’ farm) will not be
subject to GST.

Where the congregation enters into an option tehmage land from a registered vendor, GST will be
charged on the consideration paid for that opfidre later exercise of that option will be taxabhdyo
where there is further consideration made.

A deposit paid on land by the congregation, asriigcwould not give rise to a GST liability unless
* the amount held is forfeited
» part or all of the deposit is applied as considendfor the supply.

Accordingly, the congregation will normally be llafor GST on land purchases once the contract is
completed. Congregations will also be entitledriorgput tax credit to the extent that the acquosiiis
for a creditable purpose.

Provided the land costs have been incurred in panfig a taxable activity (eg. church construction),
an input tax credit for the GST incurred to constiriihe property can be claimed, subject to a tax
invoice being obtained and held. If the costs viecarred in performing an input-taxed activity (&.
commercially rented residence) no input tax crewitild be available to the congregation.

(b) Construction
All construction costs incurred by congregatiomsriregistered persons will be subject to GST.

The liability for GST will normally arise at the wiar of the invoice date or the date of payment.
Where long-term construction contracts require cegations to make progressive payments as and
when particular stages have been completed, the v@iEbe payable progressively, normally when
each invoice is rendered.

Provided that the costs associated with constnuctiave been incurred in performing a taxable
activity, congregations will be entitled to an inpax credit for the GST. If the costs were incdrie
performing an input-taxed activity (ie. commerciakidential property), congregations will not be
entitled to claim an input tax credit.

Costs associated with construction would include:
» legal conveyancing costs to acquire the land

» council plans

Page 412 September 2003



e all costs pursuant to the building contract

* valuations.

Construction of new residence for ministers
GST credits can be claimed for any GST paid to mequew Manses.

GST will be charged when constructing new residénpremises. New residential premises are
premises that have not previously been sold asleesal premises. Because the minister is not
charged for rental, the premises are used for ditalde purpose and the residence is supplieddo th
minister GST-free. (See below.) As a result an frtgx credit can be claimed for any GST charged on
purchase of new residential premises.

Note: At the end of July 2003, the ATO withdrew a Factsheet" issued in February 2003
which would have denied Congregations the right tenput tax credits on Manses. The
ATO interpretation was that Manses were normal regiential accommodation, and

hence are input taxed. At the time of writing thisedition of the Treasurers Manual, a

revised, but not final, proposal has been put forwal by the ATO. The Ecumenical Tax

Group is continuing to negotiate with the ATO to try and ensure the final position taken
is one where the purchase, running costs, and maernance of the Manse, where it is
occupied by a Minister, will be part of the enterpise of the Church. Please consult with
your Synod office for the most current situation.

127. Premises
(a) Residential premises

Notionally the supply of residential accommodatisran input-taxed supply. No GST is chargeable
and no input tax credits may be claimed on expetisdsthe congregation incurs in relation to these
houses, subject to the extent that they are useddmential purposes.
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UCA supply of residential premises

Where the Uniting Church owns residential accomrtiodaand charges a non-commercial rental (see
page 204), the supply is GST-free and GST creditshe claimed for costs related to the supply.

UCA supply of ministers’ accommodation

As part of the minister's stipend and allowancesjisters are provided with housing. (A manse.)
Where ministers are provided with housing free lbérge, the congregation will pay for certain
expenses in relation to the house, eg, repairgvaidtenance, electricity, gas and telephone, eic. A
this accommodation is both part of the Enterpriséhe Church, and is a GST-free non-commercial
supply, the congregation can claim GST credits dssociated acquisitions such as repairs. GST
credits for electricity, gas, telephone can benatal either because the cost is a creditable atiquisi

ie. associated with the minister performing hidetior because they are a fringe benefit.

(Refer note above re ATO interpretation on Manses twever.)

Residential residence leased from third parties

Residential premises leased from a third party widkmally be an input-taxed supply, with the
supplier not charging GST to congregations, butiinieg higher costs as they cannot claim credits on
associated acquisitions.

(b) Commercial premises

Where a congregation incurs maintenance costssfaommercial premises, GST will apply and input
tax credits can be claimed. Commercial premise®nigtinclude premises such as shops, offices, but
also include churches and church halls.

Example - Commercial premises

The floor of the church needs to be resealed and the contractor charges $2,200 inclusive of
GST. The congregation can claim $200 as an input tax credit.

128. Loans

Interest charged on loans is an input taxed firs@rstipply, so no GST is charged on the interest. Th
receipt and repayment of money is generally natpply so GST does not apply to the capital portion
of loans.

Example

A congregation receives a loan and repays $1,000 per month including principle and interest.
As the interest is input taxed and the transfer on money is not a taxable supply, GST will not
be charged.

129. Journals and newsletters

GST credits can be claimed on acquisitions for petty a church journal, newsletters, etc.

Note: The supply of these publications within a gregation will usually be GST-free. (See page
208.)
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130. Honoraria/payments to office-holders or Volunteers

GST is generally not included in honorarium as réapient is usually not registered for GST. The
issue that needs to be considers is whether PAYBhalding tax applies. Advice from the ATO
indicate that where the payments are merely exgettecover reasonable out-of-pocket expenses
incurred, the amount will generally be consideredimbursement and not subject to PAYG. Where
the payment is a reward for employment or servitesamount will be subject to PAYG withholding
irrespective of what it is called.

To be an honorarium, the payment must be ex gmgtjinked to the provision of a service, and
generally only of a notional value. As an examplesmall honorarium offered to a Church officer,
who could reasonably be expected to have incurezdopal expenditure in carrying out his or her
duties, presented at the Annual General Meetinddvgenerally not require PAYG to be deducted.

Note : Despite being classified as an honoraria, paysnemilar to the above payments may have
income tax implications for the recipient, and /R&YG and Superannuation Gaurantee Contribution
implications for the entity. If in any doubt on thena fides of paying an honoraria, it is recomneehd
that Treasurers contact their Synod office for aglvi

131. Visiting preachers

Payments made to a guest speaker who is regisiglidake subject to GST as a taxable supply when
the payment is made in respect of the speakerarmige. Where the payment is in the form of
wages, it will not be subject to GST. (Also refeipiage 402 onwards)

132. Non Resident Services

Where an overseas speaker is engaged to condeatinas or provide other services application of
GST will depend on the presenter situation. Thesg@nter does not need to register for GST if their
turnover is less than $50,000. However, the ptesenay choose to register, claim credits and @&harg
you GST. If the speaker does not register, you otayn the GST incurred on expenses you incur
related to the presentation, such as accommodasisuming this is purchased from a registered entity
(Above applies only where you do not conduct thrisar through an unregistered sub-entity).

If you conduct the seminar you do not need to ch&8§T if:
- you are conducting a religious service

- your attendees are paid for by congregations wkeonambers of the UCA GST religious
Group

- you charge a non- commercial fee (ie less than 8D8te GST inclusive market value)

- you conduct the seminar as an unregistered suty-€reino GST charged but you cannot
claim GST paid in expenditure)

There are no PAYG requirements if the speaker:

- does not have a permanent establishment in Awstaali
- is Income Exempt from Australian Income Tax, or

- quotes an ABN, or

- the speaker is not conducting an enterprise.

If the first or second points apply, the speakdl meed to provide a statement to the payer to the
effect that they should not withhold tax. Forma ba obtained from the ATO.
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Additional expenditure - insurance

The supply of most types of general insurance taxable supply and is subject to GST. General
insurance includes policies for motor vehiclesrdhparty property, fire, theft and loss of income
insurance.

The following are not subject to GST:

« life insurance

* marine cargo (in/out of Australia)
e international travel

e superannuation

» transitional contracts.

Transitional provisions may still apply to othesumance contracts:

» entered into before 9 July 1999 (2 December 1998 ethe property is input taxed)
* with a fixed premium

e until 1 July 2005, or an opportunity to review piem arises (see chapter on Transitions page
700).

Note: As most UCA insurance policies are renegotiatedrmannual basis, the transitional provisions
do not apply to most UCA insurance contracts.

Credits can be claimed where GST is charged omdnse premiums except for:
* input-taxed property
» third party compulsory motor vehicle insurance ad tJuly 2003.

GST does not apply to insurance premiums chargedSyyods to congregations where the
congregation is a member of the UCA GST Religiousu@.
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Insurance settlements

Insurance claims are not generally taxable suppliatess it relates to an input taxed property..
Therefore, in the vast bulk of situations, wherd@A congregation receives a cash payout from the
insurance company, there will be no need to forveanyd GST to the ATO.

The normal procedure is that the value receivenh fitee insurance company, should equal the cost of
the repair, less any entitlement to GST creditusTihwill be necessary for the claimant to adise
insurer, at the time of first making notice of intien to lodge a claim, whether the insured istkai

to a GST input tax credit on the cost of restomngeplacing the items insured. For example, in the
case of a commercially rented out residential ptgpevhich would be an input taxed supply, the
insured would have no entitlement to claim a GSputntax credit on costs incurred in repairs.
Accordingly, the insurer, should pay to the insutieel GST inclusive cost of the repairs. However, if
the insured could claim an input tax credit, ire amage was to the Church building, then thedénsu
would only pay to the insured the GST exclusivet afsthe repairs, and the Congregation would
claim the GST input tax credit amount on its BAS.

Alternatively, the insurance company can pay thpairer direct, then claim GST the paid, and the
congregation does not need to account for anydrdioss.

Example

Damage to a church: repair cost $11,000 including $1,000 GST.
Insurance company will pay church $10,000.

Church pays an $11,000 repair bill, but can claim a $1,000 credit for GST.
Issue: timing the payment and receipt of the $1,000.
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Specific issues

Opportunity shops

The GST legislation contains a number of specifles that significantly reduce the impact of GST
for opportunity shops run by ‘charitable institut® (including churches).

GST summary

1. Refunds (input tax credits) can be claimed for G&dluded in operating costs, eg. power
costs.

2. Input tax credits can be claimed where GST is pai@ST-registered entities for the purchase
of new or used trading stock.

Note that if an Opportunity Shop was purchasingdgomom another GST registered Charity
and the goods were being sold by that entity as f&&Ifor some reason, ie. hon-commercial,
then the purchasing entity would not be entitlectleom either a credit or a deemed credit.
Refer 3 below on what is a deemed credit.

3. A notional or deemed GST credit (1/)1can be claimed for new or used trading stock
purchased from entities not registered for GSTlitiag individuals).

However, where the purchase cost is more than $88yotional credit can be claimed only
when the goods are sold. The maximum claim is ¢lsedr of 1/1.0f cost or 1/11 of sale
price.

4. Opportunity shopsdo not’ charge GST when they seldonated second-hand goodthat
retain their original character. These sales agseld as a ‘GST-free’ supply.

Notes:

Repair of goods including cleaning, sewing buttons etc. does not change the character of the
donated goods.

The ATO has accepted that the sale of zips and buttons removed from donated goods are
GST-free.

Converting old clothes to rags is a change of ataratherefore GST must be added to sale
price of rags. However, the net proceeds receik@d the sale of rags should not change, as
the price charged will be GST inclusive calculataffer allowing for GST, and in
circumstances where the purchaser is an entitystexgid for GST they can claim a GST
credit.

The ATO has accepted that small quantities of dmhatw goods can be treated as donated
second-hand goods. For example, five new shirtspdd in a collection bin.

5. 10% GST should be added to the selling price of geads or purchased second-hand goods.

Note: Where the sale price is less than 50% of the ‘GST-inclusive market value’, the 10% GST
does not apply.
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Note: Where the mix of inclusive and exclusive of GST sales creates an administrative
problem, special rules may enable procedures to be streamlined.

Opportunity shops will be required to:

» record the GST paid on acquisitions

e record the GST included in sales

e prepare either a quarterly or monthly BusinesswuitgtiStatement (BAS) and, if applicable,
« pay the net value of federal taxes owed. Refundaldtbe received within 14 days.

Exclusion from GST

Use of an unregistered sub-entity as a means oatipg an Opportunity Shop is only justified where
the GST that would have to be charged on salesefrdraring that sales of donated goods is GST
free,) would exceed the amount of GST that wouldlbanable on expenses, and where the turnover
is less than $100,000 per annum.

Refer also Donated Second-hand Goods on page 203.
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Vouchers and direct payments

Vouchers
These can be either:

» cash voucher = cash equivalent, no GST claimable
» specific purpose = GST credit claimable.

For the supply of a voucher not to be a taxabl@stithe voucher must satisfy certain requiremeémts
Division 100 of the GST Act. These requirementsude that the voucher have a face value for
which goods, which generally will not be specifiedn be exchanged. If the voucher does not have a
face value, then it is unlikely to constitute a eber for GST purposes.

Cash vouchers, for example a $20 voucher at Safewvay gift voucher received as a present, is the
equivalent of cash and can be used to buy a nuwbproducts that may or may not have GST
included in the price. It is not expected that G®adit can be claimed by the donor of the voucher,
either at the time the voucher is purchased, nahatpoint where it is redeemed by the person to
whom it was given. These vouchers will obviouslyéa specific face value.

A specific purpose voucher is one where the itepnegented has already been acquired, or it is one
where it is the equivalent of purchasing a spegqpiioduct. For example, purchase of rail travel
vouchers or an arrangement with an electrical dimngurchase refrigerators or similar of a specific
make, model and price, and then donate individualehers which will entitle the recipient to redeem
them for the goods specified. The supply of thechau in this instance would be deemed to be a
supply for GST purposes.

Direct Payments

Where a Uniting Church organisation gives a fammigney to purchase a specific item from a
provider of their choice, the charity is not prawigl the item directly and is therefore not making a
supply to the recipient. When providing the monegdatly to the family they are in effect providiag
grant of assistance to the family. The family wogherally not be registered for GST and therefore
the supply would not be subject to GST. When thmilfauses the funds to acquire the goods or
services, those services will be subject to GSapgdicable.

Payment of bills for the needy
UCA organisations cannot claim GST included inshilaid for clients.

Example - Electricity bill

Where a congregation pays for an electricity bill for a needy person, they are paying on behalf
of the recipient of the supply. The supply of the electricity is not made directly to the
congregation. In addition it could not be said that there is an acquisition of these things that is
related to the business activities of the congregation. On this basis, there would be no input
tax credit available to the congregation.

Next page is 600
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Accounting for GST

In order to claim GST credits or pay any GST owiogngregations registered for GST will need to
complete a Business Activity Statement (BAS). Idevrto complete the BAS, the church accounting
system requires that congregations have the infitsmaecessary to:

* know how much GST it should charge on taxable segphat it makes,

e claim GST credits for GST paid on creditable adtjoiss, and

» complete BAS statistical information.

For many congregations this process is as simpialas/ing standard entries as listed on page 603.

Note: It is expected that most congregations are using simplified BAS instructions.

Computerised accounting packages

The accounting system for congregations using apotenised accounting package will vary
depending on which specific package is used. Mb#hese packages have been updated to a GST-
compliant version since GST was introduced in 2090, though it maybe possible to account for
GST using a pre-GST version of the software.

GST-compliant computerised accounting packagderdifom manual accounting using a cash book
system in the following ways:

« calculation of the 1/1AGST component

» automatic posting of GST to the correct accounts

* generation of BAS or creation of reports that camubed to fill in the BAS.

Use of a computerised system will enable a congjiayto:

« utilise additional columns which could make it easo fill in the BAS statistical values

* make informed decisions on the use of a simpliiexsion of BAS or fully utilise the page 2 BAS
calculations.

UCA has not tested the GST-compliant computerisecbunting packages on the market and
therefore cannot recommend a package. There auebar of low priced GST-compliant accounting
packages such as MYOB and Quickbooks.

Tax periods

Tax periods are the reporting periods for GST antd e quarterly or monthly. Quarterly tax periods
are periods of three months ending on 30 SepterBiieDecember, 31 March and 30 June. Monthly
tax periods end on the last day of each calendathmo

In order to reduce the additional workload GST wmedor treasurers, it is anticipated that when
registering, most congregations will chose quartexk periods. However, if the congregation’s input
credits are significant, it may choose to use mgritx periods.

You can change to or from quarterly/monthly taxigas by notifying the ATO, refer to page 902.
Monthly tax periods are compulsory if:

» your annual turnover is $20 million or more
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< you will be carrying on an enterprise for less thiaee months
< you have a history of failing to comply with yoaxtobligations, or

e your income tax year does not end on 30 June. iBhit applicable to the Uniting Church
(including congregations) as it is exempt from imeotax.

You can end your tax periods up to seven dayseeantiseven days later than the standard tax period
if you want to line up your tax periods with yowarpicular accounting periods. If you do this, itllwi
not change the date for lodging your Business Agtistatement or making payments.

Example - Ending your tax period

A church’s normal accounting practice is to balance its books every Friday. The church adopts
quarterly tax periods. As 31 March falls on Tuesday, the church ends its tax period on Friday 3
April so that it does not have to make a special balance on the Tuesday. The next tax period
starts on Saturday 4 April rather than on 1 April. The church’s Business Activity Statement for
the tax period ending on 3 April, and any payment, is still due on 21 April.

Payments and refunds of GST
The amount you have to pay to the ATO is the diffiee between:

the GST you include in the income you receive, and

the input tax credits you are entitled to for G®iTluded in the price paid for things used in your
organisation. This amount has to be paid on orrbefte 21st day of the month following the end of
your tax period.

Attribution

Attributing GST and input tax credits to tax periods

There are some rules about how to work out whighptriod your GST amounts belong to, that is,
which tax period they are attributed to. The rdtasattributing GST payable and input tax credits t
tax periods are different, depending on whetheragmount for GST on a cash basis or on a non-cash
basis.

Cash accounting

In broad terms, congregations using a cash basasdount for GST will use the date cash is either
paid or received to decide which period the tratisashould be entered into the BAS. However BAS
credits can be claimed only when congregations tiad Tax Invoice’ (except for payments in less

than $50). (See chapter Cash vs Accrual page 902.)
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Cash-book and entries

A congregation does not need a computerised adoguptickage to account for GST. Cashbook
sheets need to include an addition column for GSBoith the cash receipts and cash payment sheets.
These columns record any GST collected from saldsamy GST incurred on purchases made. The
information collected from the cashbook will enafslecongregation to calculate its monthly or
quarterly GST return via the BAS. The followingagpractical example of a congregation cashbook
used to operate the GST system.

Note: If GST cannot be claimed, then nothing should be recorded in the GST column for that
item, the full amount should be shown in the expense or income column. For example, where
rent is received for residential premises that is an input-taxed activity, the GST paid on
associated acquisitions (repairs, rates, etc.) cannot be claimed. The GST on these expenses
should be recorded in the appropriate cost column, eg. property costs.

Cash-book entry for GST refund/payment

If at all possible, a separate column should atsaided to record refunds/payments of GST received
from, or paid to, the ATO. However, where a maraegshbook has insufficient columns, the receipts/
payments can be entered into the GST columns afablebook, ie.

» refunds entered into cash receipts book, and

e payments entered into cash payments book.

Note: Where these values are entered into the cash-book in the same column as other GST
items, ensure they are not included in the totals reported to the ATO for the month or quarter
in the BAS.

GST adjustments

The treatment of cash received by way of adjustmisntecorded as income rather than a reduction in
the payments. For example cancellation of a satase the product was faulty and a refund was
received.
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Standard accounting cash receipt entries

Taxable supply

» Enter total receipt in Bank column

« Record the GST charged, ie. 11f receipt in GST column

« Record the GST-exclusive amount (10)ih the appropriate Income column.

Example - Cash receipt

DATE PARTICULARS BANK GST RENTS PROPERTY
INCOME

11-Jul Hall Rental 330.00| 30.00 300.04

GST refund from ATO

As discussed above, value can be optionally recardéhe GST column or in a separate column.

Example - Cash receipt

DATE PARTICULARS BANK GST RENTS PROPERTY
INCOME
30-Oct GST Refund 120.00{ 120.00
Adjustments

The treatment of cash received by way of adjustmenli depend on the specific circumstances.
However, by way of a guide the following are sorraraples.

Example - Additional revenue

DATE PARTICULARS BANK GST RENTS PROPERTY
INCOME

30-Sep  |Adjust hall rental receipts 22.00 2.00 20.0d

Example - Refundable deposit

DATE PARTICULARS BANK GST RENTS PROPERTY
INCOME

30-Sep Refundable deposit — Hall 50.00 50.00
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Example - Rental less refundable deposit, ie. payment of $106.00, of which $66 is the rental
charge which is GST inclusive, and $40 deposit which is GST free. Also the refund of the $40
deposit which remains GST free unless it is forfeited.

DATE PARTICULARS BANK GST RENTS PROPERTY INCOME
15-Oct Hall rental receipts 106.00 6.00 100.0d
15-Oct  |Refund Deposit (40.00) (40.00

Other receipts (GST not applicable)

An entry in the GST column is not required where supply is excluded from th@ST Act(eg.
donations), is a GST-free supply (eg. rental of seaat non-commercial rates) or input taxed (eg.
interest UCA funds management).

Example - GST-free

DATE PARTICULARS BANK GST RENTS PROPERTY INCOME

15-Oct Rental of manse (GST-free) 185.00 185.00

DATE PARTICULARS BANK GST RENTS PROPERTY INCOME

27-Oct Home Mission Grant to 1,000.00 1,000.00
UCA Proserpine
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Standard accounting cash payment entries

Creditable acquisition (purchase)
* Enter total payment in Bank column

« Record GST charged, ie. specified GST value or"lét 1otal payment in GST column

* Record the GST-exclusive amount (10/11ths) in gF@priate expense column.

Example - Cash payment

DATE PARTICULARS Chgq BANK GST SUNDAY SCHOOL
EXPENSES

11-Jul Art supplies 17 110.00| 10.00 100.06

Tax payment to ATO

As discussed above, value can optionally be recoii¢he GST column or optionally be recorded in
a separate column.

Example - Cash payment of $450 to ATO being $500 tax instalments deducted from salaries
less a $50 GST refund.

DATE PARTICULARS Chqg BANK GST SALARIES
11-Jul ATO 18 450.00{ (50.00) 500.0G
Adjustments

The treatment of cash received by way of adjustmenli depend on the specific circumstances.
However, by way of a guide the following are sorraraples.

Example - Additional expense

SUNDAY SCHOOL

DATE PARTICULARS Chq BANK GST
EXPENSES

19-Jul Art supplies adjustment 19 22.00 2.00 20.00
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No GST on creditable acquisition

GST paid cannot be claimed where the purchase wiaa creditable acquisition. Most congregations
can claim GST credits for all their acquisitiongstances where they cannot claim the GST credits
include:

* acquisitions associated with input-taxed suppkgs,a house let for full market rate. (See page
109.)

* entertainment expenses, not normally applicab®tgregations. (See page 407.)

Example - Plumbers’ charge for repair of an input-taxed residential property

DATE PARTICULARS Chqg BANK GST PROPERTY EXPENSES

19-Jul Repair house - input taxed 20 220.00 220.00

Other payments (GST not applicable)

An entry in the GST column is not required where gfmyment is excluded from ti@&ST Act(eg.
salaries), is a GST-free supply (eg. basic foodhout taxed (bank fees).

Example
DATE PARTICULARS Chqg BANK GST BANK FEES
19-Jul Bank fees 21 15.00 15.00
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Cash Payments / Expenditure

Date Juy| | stpendand] M Booksand | Mssion | Postageand| P Commerdially
2003 Y petais m Note Bank GSTPad Srpegas E\)/;Z'rz; Publications | Service Telfgsone Bq;;mrge}/s Reg;";r'\gfe Other
3 Stipend Direct Dr a 1,538.00 1,538.00
3 Fuel 564 c 44.00 4,00 40.00
5 Mission and Service 565 e 1,000.00 1,000.00
8 Hymm Books 565 c 259.60 23.60 236.00
10 JALT Plumbing 566 c 275.00 25.00 250.00
10  |ORT Hlectrician 567 d 305.00 305.00
Contribution to St.Johns Anglican
11 |for shared Youth Worker 568 c 1,100.00 100.00 1,000.00
17  |Bulk Postage 568 c 220.00 20.00 200.00
17 |Fud 570 c 44.00 4,00 40.00
17 [Telstra 571 c 280.50 2550 255.00
24 |Stiperd Direct Dr a 1,538.00 1,538.00
24 Donation to Welfare Client 572 a 100.00 100.00
25 Fuel 572 c 4290 390 39.00
Groceries 572 c 37.40 340 34.00
Misc Petty Cash 572 c 7.70 0.70 7.00
Electricity 573 c 308.00 28.00 280.00
Assembly Beneficial Fund 574 e 215.32 21532
29  |LSLFund 575 b 78.98 7.18 71.80
Mission and Service 576 c 825.00 825.00
CSPS Payrall Admin. Fee Direct Dr e 10.00 10.00
29 |WPCBank Fees Bank d 5.00 5.00
31 |CarLoan Bank d 350.00 350.00
8,584.40 24528 336312 469.00 236.00 1,825.00 200.00 785.00 305.00 1,156.00
NOTES a- Gt/ Excluded b - GST Free including non commercial c - Taxable d - Input Taxed e - GST Religious Group
September 2003 Page 607




Cash Receipts / Income

Date July |Details Receipt Note |Bank Deposit | GST Charged| Offerings Donations Book Sales Rent Hall Rent Manse Wedding Interest Synod
2003 Number Received Grant
3 Offering 201 a 1,025.00 1,025.00
3 Rent - Manse 202 b 125.00 125.00
5 Donation 203 a 250.00 250.00
8 Sale of Books 204 c 44.00 4.00 40.00
10 Synod Grant 205 e 1,100.00 1,100.00
10 Rent - Manse 206 b 125.00 125.00
11 Rent - Hall 207 c 275.00 25.00 250.00
17 Offering 208 a 980.00 980.00
17 Donation from 209 a 1,000.00 1,000.00
Fundraising Committee
17 Rent - Manse 210 b 125.00 125.00
24 Offering 211 a 1,174.00 1,174.00
24 Rent - Manse 212 b 125.00 125.00
25 Sale of Books 213 c 660.00 60.00 600.00
29 Wedding Service 214 b 450.00 450.00
29 Wedding Flowers 214 c 132.00 12.00 120.00
31 Interest WBC 215 d 30.00 30.00
7,620.00 101.00 3,179.00 1,250.00 640.00 250.00 500.00 570.00 30.00f 1,100.00
NOTES a - Gift b - GST Free including non commercial ¢ - Taxable - Input Taxed e - GST Religious Group
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GST payable and refunds

The amount of GST you have to pay to the ATO isdifference between:

» the GST you include in the price of services ompdieg you make to others for which you issue amwice to
them, and

e the input tax credits you are entitled to for th&TGincluded in the price paid for things used irutyo
organisation.

This amount must be paid on or before the 21siofilye month following the end of your tax period.

Example - Amount to pay

A GST-registered church bookshop makes sales totalling $220 (including $20 GST). The GST payable is
attributable to the quarterly tax period ending on 30 September. In the same period, the church
bookshop is entitled to input tax credits of $15 for GST included in the price paid for goods and services
used in the bookshop.

The church bookshop has to pay $5 (that is, $20 - $15) to the ATO by 21 October.

If the amount of input tax credit owed to you ieaper than the GST on your supplies, you will ree@i refund.
The ATO must pay this amount within 14 days of yodging your BAS (Business Activity Statement). If
payment is made after this time, interest is payallthe ATO.

Example - Amount of refund

If, in the example above, the church bookshop has input tax credits of $25 (because it purchased a
large amount of supplies); it would be owed $5 by the ATO. If the church lodges its Business Activity
Statement on 21 October, it should receive the $5 refund from the ATO by 4 November. This is
assuming that the bookshop does not have any other tax debts that would be offset against this

amount.

The BAS is the method of reporting to the ATO fotually all Federal taxes that a Uniting ChurchAustralia
entity would be involved in paying or collecting. ihcludes not only GST, but also other taxes imdato
congregations’ operations such as PAYG and FrirgreeBts Tax. (See the Chapter on the BAS page 900.)
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Tax invoices

You must have a tax invoice to claim an input teedd for a creditable acquisition.

A tax invoice is not just any invoice

For an invoice to constitute a tax invoice, it meehtain certain legally required information.tifioes not meet
these requirements, then it is not a tax invoiae the business cannot claim back the GST conteimpas tax
credits.

When you need to supply your own tax invoice

If you make taxable supplies (such as commercraliying out your church hall), your registered oosgrs will

need tax invoices to claim input tax credits foy agquisition they make from you which has a GSchgsive

value of more than $50. If you are asked to proddex invoice, you must do so within 28 days @& tequest
from the purchaser. For this reason you might cadosissue all your invoices in a form that sadisfihe
requirements for a GST tax invoice.

When you need someone else’s tax invoice

Registered suppliers such as contractors must sda& invoice to you to enable you to claim anuinfax
credit. A supplier could be someone you engagextahie church roof, purchase music from, etc. dfca
supplier to a congregation is not registered folTGthe supplier is not able to issue tax invoicasd the
congregation will not be entitled to an input tavedit for purchases (acquisitions) from that urstgied
supplier.

You should have a tax invoice for each creditaloigugsition before you lodge a Business Activity tStaent
claiming the input tax credit. If you don’t havetax invoice, you cannot claim the input tax creditil you
receive it. If you obtain a tax invoice in a latax period, you can claim an input tax credit iattheriod.

Note that a supplier who has a turnover of lesa 8&0,000 per annum is not required to registe38i, and
therefore cannot charge it, however, they shoillchstve an ABN, and should still issue a tax iregmihowever
it must state that there is no GST charged onupplg.

Example - Where no tax invoice is provided

Three large palm tree branches are bought from a private nursery by a church for use in its Easter
services. Although GST was paid, no tax invoice was issued by the supplier.

The church cannot claim an input credit where there is no tax invoice to provide evidence of the
purchase, or tax receipt providing proof of payment, and the cost was greater than $50.00.

Where no tax invoice is needed

Tax invoices are not required if the GST-exclusiafue of the supply is $50 or less. However, yoousth have
some documentary evidence to support all inputtagit claims.
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Example of a tax invoice where GST is shown separately

Supplies of less than $1000

Tax invoices for taxable supplies of less than $1®@ist include:

1. the name of the supplier 6. the GST-exclusive price of the taxable

2. the words ‘tax invoice’ stated prominently supply

3. the Australian Business Number of the 7. when GST payable is exactly 1/11" of the
supplier total price, either the GST amount, or

4. the date of issue of the tax invoice 8. a statement along the lines of ‘the total

5. a brief description of each item supplied price includes GST".

1 2
Paradise Plumbing Co T1AXINVOICE

33 Webster St
Jarah SA 1000
@ ABN 32 123 456 789
INVOICE NO:
00001
DATE: @
1 August 2000
DESCRIPTION OF SUPPLY TOTAL
(5
Repairs to church roof including replacing $800.00 @
three leaking downpipes
7
GST AMOUNT $80.00
TOTAL AMOUNT PAYABLE INCLUDES GST $880.00
8
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Example of a tax invoice where GST is shown separately

Supplies of $1000 or more

Tax invoices for taxable supplies in excess of $1000 must include:

1. the name of the supplier 7. abrief description of each thing supplied

2. the words ‘tax invoice’ stated 8. the quantity of the goods or extent of
prominently services supplied

3. the Australian Business Number of 9. the GST-exclusive price of the taxable
the supplier supply

4. the name of the recipient 10. when GST payable is exactly 1/11th of

5. the address or the ABN of the the total price, either
recipient - the GST amount, or

6. the date of issue of the tax invoice 11. a statement along the lines of ‘the total

price includes GST'.

New Life Timber Co TAX INVOICE
34 Webster
o Jarah SA
ABN 34 123 456 789
INVOICE
0 TO: 00001
StAnd rews Church
5 19 Botany Road
Jarah SA 1000
6 ) DATE:
1 August 2000
DESCRIPTION OF PRICE QTY TOTAL
Qﬂ
Supply and install pew S 8 )
to replace those $120 20 $2,400.00
removed 9
10
GST AMOU|NT$240.00
[ TOTAL AMOUNT PAYABLE INCLUDES GST 2.640.00
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Example of a tax invoice that is GST-inclusive

L 2
New Life Timber Co TAX INVOICE

34 Webster St

e Jarah SA 1000
ABN 34 123 456 789

INVOICE NO:
o TO: 00001
St Andrews Church
19 Botany Road
5) Jarah SA 1000

Ce DATE:
1 August 2000

DESCRIPTION OF SUPPLY PRICE | QTY TOTAL

7

Supply and install pews é\
to replace those removed $132 20 $2,640.00
9

TOTAL AMOUNT PAYABLE INCLUDING GST $2,640.00
10

Mix of taxable and non-taxable supplies

If the tax invoice is for a taxable supply and eitla GST-free or input-taxed supply, the tax ingoic
must also show:

e each taxable supply
« the amount of GST payable (in relation to the téxabipplies); and
e the total amount payable for the supply.

Tax rate not 10%

For supplies of long-term commercial residentialaomodation, the GST rate can be optionally 5%.
In this case the ‘Tax Invoice’ must show the GSThesive value and the amount of GST charged.
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Sample UCA Tax Invoice: GST shown separately

St Andrews Church TAX INVOICE

33 Webster St
Jarah SA 1000

ABN 33 123 456 789

INVOICE NO:
TO: 00001
Tip Toes Dancing School
19 Botany Road
Jarah SA 1000
DATE:
1 August 2000
DESCRIPTION OF SUPPLY PRICE | QTY TOTAL
Hall hire $200 1 $200.00
GST AMOUNT $20.00
TOTAL AMOUNT PAYABLE $220.00
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Adjustments

From time to time you may need to make an adjustifsgmilar to credit notes) to the amount of GST
owed or refunded. This may occur if:

e all or part of a supply or purchase is cancelled

« the price for a purchase or supply is altered

e asupply becomes creditable

* adeposit is forfeited or partially forfeited

e apurchase stops being creditable or a supply &teipg taxable

« the purpose of your purchase changes.

If you have accounted for GST payable or inputdiedits on an earlier Business Activity Statement
and one of the above events occurs, you may hadeegiher too much or too little GST, or claimed
too much or too little input tax credit.

For congregations using the cash basis for acauyftr GST, the congregation will need to make an
adjustment to the BAS as follows:

* an adjustment to the price of a taxable supply nmade congregation should be included in a
congregation’s BAS in the tax period the cash ¢girged or paid

< an adjustment to taxable acquisitions purchaseaud soppliers should be included in the first tax
period after the cash for the adjustment has ba&h/peceived and the congregation has received
the adjustment note.

However, if the congregation is using the accruai® to account for GST, the adjustment on the
Business Activity Statement should be included he tax period in which the change happens.
Depending on the circumstances, this will eithesréase or increase the amount of GST payable by
you or the amount the ATO has to refund.

If an adjustment note is required, it must be idswehin 28 days of the request or date that yau ar
aware of adjustment event (where you issued or wexyaested to issue a tax invoice). You do not
have to issue an adjustment note if

» the supply price including GST was $50 or less.

« the recipient of the taxable supply issued the izeoln this case the recipient must issue the
adjustment note.

Adjustment notes have similar requirements to icesi

* ABN of issuer

« the words ‘Adjustment Note’ (you may also inclute tord ‘credit’ or ‘debit’) or ‘Tax Invoice’
e date of issue

* name and address of supplier of adjustment nateihtoice

* name and address (or ABN) of recipient of adjustmeie / tax invoice

« brief explanation (for example discount, refundyate, return)

< value of adjustment (difference between price @ipbp before the adjustment event and the new
price of the supply)

« the amount of the adjustment to the GST, or asiaté to the effect the difference in price of the
taxable supply includes GST.

There are additional or fewer requirements forateradjustment notes.
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Adjustment notes relating to a tax invoice less than $1000
The following information is not required to be shoon the adjustment note:

» the name and address (or ABN) of the recipient

Adjustment events that relate to a supply that is partly taxable
The adjustment note must also include:

» the difference between the price of the taxablelyupefore the adjustment and the new price of
the taxable supply

» the amount of the adjustment to the GST payable.

Taxable supply for which the GST is less than 1/11" of the price
The adjustment note must show:

» the amount of the adjustment to the GST payablk, an

» the difference between the GST-exclusive pricenefdupply before the adjustment event and the
new GST-exclusive price of the supply.

To claim an adjustment you must hold an adjustment note, unless
« adjustment was a decreasing adjustment where vakigply was less than $50.00, or
» adjustment was an increasing adjustment.

Example - Adjusting where consideration is reduced

Midcity Christian Church hires its Sunday school hall to a ballet school five nights per week.
For the September 2000 quarter tax period, the church claimed input tax credits of $40 for
contract cleaning services of $440 (including GST of $40). In November the cleaner gives the
church a credit of $60 for two weeks inadvertently overcharged for school holidays during the
September quarter tax period.

The church has claimed too much input tax credit. The correct amount of input tax credit for
the cleaning services is $38 (the GST included in the reduced consideration of $380).

To correct this, the church should make an adjustment that reduces its input tax credits by $2
in the December quarter tax period.

If the supply to you has a value greater than $60, must have an adjustment note before you can
claim the additional input tax credit.
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Bad debts

Special rules apply for bad debts. However, if yoe accounting on a cash basis these rules do not
apply.

The adjustment note provisions do not apply todetuts.

Bad debts are recognised:

¢ when the debt is over-due 12 months or more
¢ sound commercial judgement indicates that the iddixd.

Sound commercial judgement includes:

« the debtor is in liquidation and has insufficiemds to pay the debt
* the supplier is unable to trace the debtor, and

e an objective examination of all the facts indicateat there is little or no likelihood of recovegin
the debt.

To establish there is little or no likelihood otowering the debt the following steps should bemak
as appropriate, depending on the size of the debtesources available:

e issue reminder notices and attempt telephone maimail contact

» issue formal demand notice

e issues summons

» ceasing calculation, charging interest and closiiegaccount

» allow a reasonable period to elapse since thenaiigiue date for payment of the debt.

A debt is not bad if there is still a real and daouing dispute in relation to the sum.

You are not entitled to a decreasing adjustmerng¢asnthe debt has been written off and you have
attributed GST to a previous tax period.

You attribute an adjustment for a bad debt in tedga in which you became aware of it, ie. the
period in which you write off the debt.

Adjustment notes are not required for bad debtstla@ck is no requirement for suppliers to notifg th
recipient that the debt has been written off.

The amount of the decreasing adjustment is "™¢#1the amount that has been written off as bad
(provided supply was taxable).

Recovery of bad debts

If, subsequently, you recover the whole or parthef bad debt you will need to make an increasing
adjustment of 1/1of the amount recovered (provided supply was ta)abl

Further details on bad debts are available from A&Oruling GSTR 2000/2.

Next page is 700
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GST transitional issues

2003 GST Manual

As three years have now elapsed since the intrmufuof GST, this section of the manual has largely
been withdrawn. Much of the content no longer a&spliand some of the initial transitional
arrangements which had been announced pre GSTeb@adlkernment and which appeared in earlier
editions of the Manual, were incorrect as there been policy variations after July' 2000, when
GST had commenced.

In the event you have a query concerning a trailmsathat covered the transitional period, please
contact your local Synod office or the GST Adviabthe Synod of Victoria and Tasmania office, Mr.
lan Johnston.

Summary

Key transitional provisions were included in thegoral tax reform legislation. These were:

e transitional invoicing requirements.

» identification of time of supply

» special provisions for contracts in progress.

* margin valuation scheme to optionally exclude G®mfpre 1 July 2000 values (See page 315.)
* Australian Competition and Consumer Commission (& €strictions on price increases.

« GST on compulsory third party insurance can onlyclaémed for premiums paid after July, 1
2003.

Suppliers’ prices
For further information on pricing see the ACCC wigd, http://gst.accc.gov.au, or telephone the
information line on 1300 302 502

Review of contracts
The following provides a flowchart of the procesde undertaken in reviewing any contracts.
In brief, if the contract is pre 8 July 1999, thexyeo opportunity to review price (this does natlude

CPI increases) and the buyer is entitled to a G®ditc The contract will be GST-free until 1 July
2005.

If the contract is pre 2 December 1998, there i®pportunity to review price and the buyer is not
entitled to a GST credit. The contract will be Gféde until 1 July 2005.

Note: For long-term contracts extending past 1 July 2005, additional measures were
announced by the Federal Treasurer in Press Release number 36 to ensure that suppliers are
not disadvantaged. After 1 July 2005, suppliers will be allowed to adjust prices to include GST.
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PAYG

PAYG (Pay As You Go) is a new withholding tax systeeplacing eleven existing federal
withholding taxes including:

* PAYE - Pay As You Earn or Group Tax
 PPS - Prescribed Payments System
* Provisional Tax.

PAYG affects churches, not-for-profit organisatiommisinesses, individuals with investments or
business income (such as self-funded retireesalrenbperty owners, partnerships, beneficiaries of
trusts) and some trusts.

Payments are made using the BAS (see chapter on @248 900) if registered for GST or an
Instalment Activity Statement.

There are two components to PAYG: PAYG instalmants PAYG withholding tax.

1. PAYG instalments

PAYG instalments replace company and superannufitiwh instalment systems and provisional tax
systems. The Uniting Church in Australia will maimt its exemption from these taxes through the
endorsement as an Income Tax Exempt Charity (ITES2e page 1016.)

2. PAYG withholding tax
PAYG withholding tax replaced all existing withhalg tax systems after 1 July 2000.
The types of withholding tax are:

« PAYG
» tax withheld from payments where ABN not quoted
» tax withheld from contractors and other workerpl@eement system for PPS and RPS).

Withholding tax - payroll deductions

PAYG generally covers payments covered by PAYE. Wwst deduct tax according to the published
tax tables from the following:

» salaries, wages, allowances, bonuses or commisg&éddo an employee
e payments to company directors

* payments to office holders (such as Members ofd™aent)

* return to work payments

» eligible termination payments

» payments for unused leave

e compensation, sickness or accident payments.

These are the same rules as have applied under PAYE

Even though UCA ministers are not employees, @nicipated that when they are paid via a payroll
system, they can continue to be treated as empdpe®AYG purposes.
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Payment Summaries

Payment summaries have replaced Group certificites payment summary records total payments,
tax withheld, reportable fringe benefits, and otihéormation.

The payment summary is provided to all payees fntmom tax has been deducted:
* employees

» contractors and other workers who have providedntary agreements

* businesses that have not provided an ABN.

Employment declaration forms

Employment declaration forms will be replaced by Fde Number declarations.

Voluntary agreements

A business and a contract worker who has an ABNnecake a voluntary agreement to deduct PAYG
withholding tax provided the work payments are sudtject to any other PAYG withholding tax

In this case the church (business) will deductatact send it to the ATO. The contract workers will n
be required to pay PAYG instalments on that income.

Non-cash payments

Under PAYG anyone providing non-cash payments @meiving such payments, in the case of
taxpayers acting as non-residents) must meetwhtiholding obligations. This ensures that a simila
outcome is achieved whether payments are madesinaran the form of non-cash benefits.

A non-cash benefit includes property or servicesny form except money.

Withholding tax - PPS and RPS

The Prescribed Payments System and Reportable Rts/Sgstem ceased on 1 July 2000.

Under PAYG, payees are either:

e subject to withholding tax and have some tax destlfrom payments they receive, or
« they provide for their own income tax liability imaying instalments.

PPS payees who wish to continue to have tax dedluoey do so under a voluntary agreement.
Otherwise the liability to pay tax rests with trantractor.

Withholding tax - payments when an ABN is not quoted

A 48.5% withholding tax applies unless:

e payment is for salary and wages

* an ABN is known

* payment is $50 or less

* payment is to an individual for a hobby and a datian stating same has been lodged
* payment is to local government for rates or licenshich are specifically GST exempt
* investment payment (tax file numbers apply).
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» the whole payment is exempt income of the suppdigr an Income Tax Exempt Charity)

You must withhold tax if:

e you are a business (includes all church organissitiagencies, committees and congregations
whether registered for an ABN or not) making paytriengoods and services, and

» the supplier of those goods or services has ndedubeir ABN.

You do not withhold tax from a payment for failucequote an ABN if:

* you are an individual and payment is wholly of svgite or domestic nature
« payment does not exceed $50

» the whole payment is exempt income of the recip{vhere the recipient is ITEC, see page
1016.)

e you already must withhold from the payment becayme are an investment body paying an
amount for which no tax file number has been quated

» the recipient is an individual who has made a emitisigned statement that his supply is private or
domestic in nature, or relates to a hobhAygilable from ATO, refer to page 810).

Note: Because the Uniting Church is exempt from income tax, PAYG withholding tax should
never be deducted from any payments made to the Uniting Church and its sub-entities
(including unregistered sub-entities).

Ministers and Withholding 48.5%

On 28" June 2000, the Assistant Treasurer issued a FRel=mase confirming that Religious
Practitioners do not need to apply for an ABN, amdact the ATO will not issue an ABN to a
Minister of Religion for the purpose of carryingtaeligious activities. An ABN can only be issued
for this purpose to an entity, ie a Congregatioot an individual. The definition of Religious
Practitioners comes from the Fringe Benefits Tage&sment Act 1996 and includes:

e aminister of religion;

* astudent at an institution undertaking a courgagifuction in the duties of a minister of religjo

» afull-time member of a religious order; or

e astudent at a college conducted solely for trgimiersons to become members of religious orders.

A minister of religion for the purposes of The Wmit Church in Australia includes:
* aperson ordained as a Minister of the Word

* aperson ordained as a Deacon

* aperson accredited to the specified ministry ofitidNorker

Refer also to page 404 and the relevant section tiis manual on payments to relief
ministers.
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Reporting of PAYG

Reporting and payment of PAYG is through the BA&(page 900). If you fail to notify the ATO of a
withholding amount a penalty may be applied.

Amounts for all withholding taxes were aligned franduly 2000.

Small remitters Less than $25,000 p.a. Quarterly
Medium remitters Greater than $25,000 and Monthly

less than $1m
Large remitter Greater than $1m Twice weekly

PAYG registration

All PAYG withholders must have an ABN and must stei for PAYG.

PAYG registration is required for employers dedugtincome tax instalments from employees (group
tax).

Employers who were registered for PAYE (group t@bdhe time of the introduction of GST had their
registration automatically transferred to PAYG.

If you make payments from which withholding is reed, you must be registered with the ATO by
the day on which you are first required to withhaltounts from payments to others under PAYG.
For example, if you are required to withhold fronpayment to another business because it has not
supplied its ABN, and you are not already registarader some other form of PAYG, you have to
register before you pay the other business.

Registering for PAYG withholding tax is by comptetiof the appropriate ATO form or by contacting
the ATO on 13 24 78 or 13 61 40.

PAYG obligations

If you make payments from which you have to witlthglou have the following obligations:

e you must register for PAYG withholding

« notify and pay the amounts you withhold

e provide an end-of-year summary to recipients

* send tax file number declarations to the ATO

e report annually to the ATO on all your withholdings

Penalty

The income tax laws provide for heavy penalties fdiailing to comply with obligations relating to
withholding tax. In the event of non-compliance you may be chaigegtest or given a monetary
penalty. In serious cases you could be prosecwutgidh can lead to court fines and/or imprisonment.
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FBT (Fringe Benefits Tax)

The grossed-up value of fringe benefits provideéngployees has been required to be shown on the
payment summarigsom the financial year ended 30 June 2000.

Ministers of religion (as defined by the Fringe Benefits Tax Act)

Benefits provided to ministers of religion as definin theFBT Actare defined as exempt benefits,
and are not reportable benefits, therefore theyadmeed to appear on payment summaries.

Please notenot all Ministers, andnot all benefits, are exempBenefits are only exempt from the
payment of FBT, and from being reportable benefits, to the extent they are given to a Religious
Practitioner, by a Religious I ngtitution, as a benefit for the carrying out of religious and/or pastoral
duties. eg. A benefit given because of an administratdle within a Church is not exempt, nor are
benefits given to a Chaplain employed by a Schdogpital or similar.

Fringe benefits

Fringe benefits are benefits provided by the emgidg an employee other than salaries and wages.
For example, the provision of a vehicle which hame private use component, Christmas parties,
meals at restaurants/cafes where the employer palay packaging payments, gifts and employer
provided accommodation.

Excluded benefits

Benefits that are excluded from the reporting agesment are car-parking expenses, (Churches only,
does not apply to welfare agencies,) meal entergm, corporate facilities and excluded benefits
(laptops, mobile phones, work-related expensesegsmnal fees, superannuation contributions, etc.)

Reporting requirements

Since 1 April 1999, you have been required to sepbr identify and record the proportion of fringe
benefits relating to each employee. Where the valae employee’s fringe benefit exceeds $1000 for
any one FBT year, (from 1 April to 31 March,) tigeossed-up’ value is required to be reported on
the payment summary. The grossed-up value is tlHardmmount (including GST) of the benefit
multiplied by a factor of 1.942.

From ' April 2001, new capping provisions were introdudkdt effected employees of public and
other not-for-profit hospitals, and also employesds Public Benevolent Institutions. Where an
employee’s “grossed-up” value is greater than ¥10,6r $30,000.00 respectively, the full Fringe
Benefits Tax applies to the amount over the cap: Employees of rebateable institutions,
(congregations,) the rebate does not apply to berafove $30,000.

Effect for employees

For employees the value of benefits reported orp#yenent summaries will not be subject to income
tax but will be taken into account when liabilityr fcertain surcharges and eligibility for governnen
assistance, eg. superannuation surcharge, Mediesge surcharge, rebates for superannuation
contributions, deductions for personal super cbatrons for the ‘self-employed’, HECS and child
support payments.
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It is important that employees are aware of thésmges, as they may affect them personally in the
future for eligibility for government levies, chag or rebates and income-tested government benefits

and concessions.

Please refer to the following section on "Effeots Surcharges and Eligibility for Government
Assistance."

Reconciliation of FBT payable and reportable benefits

You will need to prepare reconciliation between #raount declared for FBT purposes and the
amount reported on employees’ payment summaries.

Refer to the following worksheet that could be usedalculate the amount for each employee. Then
total all employee worksheets to obtain a constibddigure that must agree with the FBT return.
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&

UNITING CHURCH IN AUSTRALIA - SYNOD OF VICTORIA

Employee Reportable Fringe Benefits Worksheet

Employee's Name
Address
Payroll Number
EMPLOYER SALARY
RIEPE?\IRE'I":;IA_I_BSLE - - PROVIDED PACKAGED
Type of Benefit provided BENEFIT BENEFIT TOTAL
A Motor Car - Statutory formula
B Motor Car - Actual operating cost
C Loan
D Debt waiver
E Expense payment (Subject to FBT)
- Books, Newspapers and Journals
- Child Care expenses
- Education expenses
- Entertainment expenses
- Health Insurance and Medical expenses
- Home Mortgage payments
- Household expenses
- Motor Vehicle expenses
- Personal Loan repayments
- School Fees
- Travel expenses
F Housing
G Living away from home allowance
H Airline transport
J Board
K Property
L Other benefits: (residual)
LESS EMPLOYEE AFTER-TAX CONTRIBUTIONS
TOTAL TAXABLE VALUE OF FRINGE BENEFITS PROVIDED
EMPLOYER REPORTABLE (grossed up) Fringe Benefits Amount
NON- EMPLOYER SALARY
REPORTABLE PROVIDED PACKAGED
BENEFITS Type of Benefit provided BENEFIT BENEFIT TOTAL
M Entertainment provided by an income tax exempt
body (FBT applies)
N Loan repayments Shares
(0] Books, Newspapers and Journals
P Mobile Phone
Q Car Parking
R Laptop Purchase (excludes printers, modems etc)
S Superannuation
TOTAL EXEMPT BENEFITS
FBT/ EMPLOYER SALARY
ADMINISTRATION PROVIDED PACKAGED
FEE Type of Benefit provided BENEFIT BENEFIT TOTAL
Y FBT Sacrificed - >
Z Administration Fee - >
TOTAL FBT AND ADMINISTRATION FEE = i i

CASH SALARY|

TOTAL PACKAGE]|

AMOUNTS RECORDED ON GROUP CERTIFICATE FOR YEAR ENDED 30 JUNE 2000.

TAXABLE INCOME

REPORTABLE FRINGE BENEFITS AMOUNT

ADJUSTED TAXABLE INCOME **

** AMOUNT THAT WILL BE USED TO DETERMINE ELIGIBILITY FOR SOME GOVERNMENT LEVIES, CHARGES
OR REBATES AND INCOME TESTED GOVERNMENT BENEFITS AND CONCESSIONS.
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Uniting Church in Australia - Synod of Victoria

Effect on surcharges and eligibility for government
assistance

Superannuation contributions surcharge

Where the adjusted taxable income plus employeerampuation contribution is over the surcharge
threshold (annually indexed,) an additional surghas applicable.

This surcharge is charged by the superannuatioth imthe employer superannuation contribution.
For 2002/3 the surcharge is an additional 1% pgt9Blabove $90,527 to a maximum of 15%.

Example

Adjusted taxable income = $95,000.00
Employer contribution @ 10.5% $9,975.00
Employee contribution @ 5% $4,750.00
Adjusted taxable income is ($95,000.00 + $9,975.00) $104,975.00
Surcharge is ($104,975.00 - 90,527.00) 11.16%

$1,295.00

And the amount is ($14,448%11.16%) $1,1611.93

Rebates for personal superannuation contributions

A rebate was available for low income earner, pgbcuperannuation contributions prior to June
30", 2002. At that time the scheme was replaced bg-eoatribution arrangement for low income
earners.

Superannuation co-contribution arrangement for low income earners

These are available for low income earners, maxirtaxable income of $32,500, and provide a co-
contribution of up to $1,000. Further details candbtained from the ATO publicatio@overnment
superannuation co-contributions for low income eam

Rebate for contributions to spouse’s superannuation

Contributions to a complying superannuation fund retirement savings account on behalf of
dependent spouse where the adjusted taxable inobyeair spouse is less than $13,800.

The rebate of up to $540 allowed is:

18% of the lesser of -
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$3,000, reduced by $1 for every $1 your spousglisstetl assessable income exceeds $10,800, or
the total of your contributions for your spousettoe year.

Medicare levy surcharge

Where taxpayers do not have adequate private labsmiver and their adjusted taxable income
exceeds the Medicare threshold, an additional sugehis levied at 1%. (This is in addition to the
1.5% Medicare levy.)

The threshold for 2002/03:
Individuals $50,000

Families (combined income) $100,000
Note: for each additional child after the
first the thresholds increased by $1,500

Example

Individuals / no dependents Adjusted taxable income = Medicare levy
$50,000 $750.00
$50,001 $1,250.02

The $1 increase in adjusted taxable income results in additional ‘tax’ of $500.02.

Higher Education Contribution Scheme

A HECS fee is charged for enrolment in a non-fegingahigher education award course. Students
who do not pay the fee ‘up front’ have several @pdito progressively pay off their debt through the
tax system once their taxable income reaches amamilevel.

In 2002/03 the minimum level is $25,064.

HECS repayments will now be calculated as a peagenfup to 6%) of the adjusted taxable income.

Child support payments

Child support is an extremely complicated area) beyond the scope of this publication. At the end
of June, 2003, the Prime Minister announced anienquo the system and the Agency responsible
for its management. Readers are advised to cahsuhild Support Agency on 13 12 72 if they have
any queries. The Agency will only contact an emplowhere there is a requirement to undertake
some action.

Other

The Government uses reportable fringe benefitsrimftion to assess entitlements to payments for
government assistance and also repayment regimel,as HECS, Child Support, Medicare Levy
Surcharge, Superannuation Surcharge etc. Cefktralay also request information about fringe
benefits,including un-reported benefits made to Ministers of Religion. This informatiomdae used

to influence the level of family allowance, pensiand similar payments made by them. Please note
Centrelink appears to implement this inconsistemthd it is suggested that when either a Treasurer
Minister is contacted with a request for additiomébrmation, if it is not clear exactly what Cegitnk

are asking for, they be asked to be specific aghtat information it is they are requesting.
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Notes on definitions

Food and drink (entertainment)

Entertainment is the provision of entertainmentay of food, drink or recreation; or accommaodation
or travel in connection with, provided to an emg@eyand paid by the employer.

When a tax exempt body, such as the Uniting ChimcAustralia, provides entertainment a fringe
benefit will arise and FBT will be payable.

Note:

Morning and afternoon teas provided to staff on a workday on the employer’s premises or
worksite, or light working lunch does not constitute entertainment.

Food provided whilst travelling is not entertainment, as a meal (employer paid) is only
providing sustenance. If there is an accompanying spouse and the employer pays for all
meals, or if there is entertainment with the meal, FBT is applicable.

Food consumed by employees while attending a seminar or conference is generally not
subject to FBT.

Most, but not all, Ministers of Religion are exempt from FBT.

The following table is a summary of circumstancemplging to the UCA in the provision of
entertainment and indicates where FBT is payable.

Food and drink consumed on or off | Lay staff | Minister | Order of St | Public

business premises Ina Stephen Benevolent
pastoral worker Institution
care or Employee
religious (Uo to a Max. of
duties $30,000 grossed
role.) up.)

By employees - social function Yes No Yes No

By employees - not a party No No No No

By associates Yes No Yes No

By clients No No No No

Employees and/or associates dining | Yes No Yes No

together at a restaurant and the

meal is paid for with a UCA Corporate

Credit Card

An associate of an individual is a relative/fammember, ie. parent, grandparent, brother, sister or
spouse.
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Declaration re Hobby/Private or Domestic supplies

Where an individual can declare that the supply tmake in the course of an activity is a private
recreation pursuit or hobby, and they are therefiotecarrying out an enterprise and are not regidte
with an ABN, they need to complete a:

“Statement by a supplier — reason for not quotingAaistralian Business Number (ABN) to an
enterprise” (Available from the ATO, reference NA346-6.2000.)

This declaration requires the supplier to provitefollowing information
* Name of supplier

* Address of supplier

» Tick appropriate box against applicable declaration

* Enter name of authorised person (if not the supplie

» Signature of supplier (or the authorised person)

» Date of declaration

» Daytime contact phone number

It should however be noted that it is not posstblpay members of the congregation who act on a
regular basis as Organist, Choir Master, Gardeneingilar, a small fee, exclusive of GST, on the
basis that the persons activities are a hobby.

For it to be a hobby,
» the activity that generates the payment must Hateband not part of a regular pattern of events,
» the activity must generally be carried on at a,lassl

» there cannot be any reasonable prospect the perdoaver be financially advantaged by the
activity. (Recovery of costs incurred is acceptgble

It is clear that a regular payment to an Orgar@toir Master, or Gardener could not possibly fit
within these guidelines, despite the fact thatatyrbe that individuals hobby to play the organdlaa
choir, or to garden. Hence, either the person mbistin an ABN, or, any payment should be regarded
as salaries and wages and normal income tax regemts observed. This of course excludes
reimbursement of expenses incurred, ie for thehase of music, plants, etc.

Please note, the presentationsofiall honoraria to those within the congregation who hmade
significant contributions over the year, say atdhaual general meeting of the Church, does noecom
within the scope of a "payment for service," andildcstill be acceptable.

In cases where it is appropriate to use the foou,will need to retain them for 5 years. Copieghef
form should be attached to the transaction record.

If you suspect that a statement provided to yofalse, and that the person who has supplied the
declaration is in fact carrying on an enterprisgy ynust withhold 48.5% tax from the payment if the
supplier does not quote their ABN.
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Reimbursement of Volunteer Expenses

Where the payments are merely expected to coveomehle out-of-pocket expenses incurred, the
amount will generally be considered a reimbursemamd not be subject to PAYG. 48.5%
withholding would therefore not apply.

For example: The payment of $11.00 per day to \ekns towards expenses such as train tickets or
lunches, are likely to be mere contributions towaekpenses. Accordingly there are no PAYG
withholding concerns.

There is also no requirement to deduct 48.5% withihg tax from payments made to volunteers to
reimburse their actual expenses (such as petroéyndrain tickets or lunches).

From a PAYG and ABN point of view, if the volunteewere merely receiving reimbursement of
expenses, they would not be considered to be cgrgm an enterprise. They are therefore unable to
obtain an ABN. Payment made to a person or baalyishnot carrying on an enterprise are not subject
to PAYG withholding. If there is any doubt, a &ttould be obtained from the volunteer confirming
that their voluntary effects do not amount to atergrise.

Where the congregation reimburses volunteer exgetise congregation is entitled to claim the GST
Input credit, as long as either the tax invoicedday the volunteer is subsequently provided for the
expenses of $50.00 or more, or a receipt for ansountler $50.00 identifying that GST has been
charged.

Committee Travel

Verbal advice from the ATO has indicated that coimmittee travel kilometre reimbursement of 24
cents per kilometre would be considered at a l&xglenough to be considered to cover reasonable
out-of-pocket petrol expenses.

The nest page is 9

September 2003 Page 811



BAS

What is a Business Activity Statement (BAS)?

A Business Activity Statement is the single fornuies need to fill in and return to the ATO as a
tax return on:

» Goods and Services Tax (GST)

* Income tax withheld either from employees wage&Y(B) or because the supplier did not quote
an ABN (48.5%)

* Fringe benefits tax instalments.

Who should use a Business Activity Statement?

All entities registered for GST (including congrégas) with any of the above tax obligations and
entittements must complete a Business ActivityeSteent at the end of each tax period.

Who should use an Instalment Activity Statement?

A congregation not registered for GST, but that wiakheld income tax or has a fringe benefit tax
liability will be required to complete an Instalntekctivity Statement which is a simplified versioh
the BAS.

How do you receive your activity statement?

The ATO will send the appropriate activity statembefore you need to lodge it. Your activity
statement is personalised to your congregatiom sgime parts already filled in to save you time and
effort. Your activity statement indicates when yave to lodge and the tax period it covers.

How often do you need to lodge an activity statement?

Churches may choose to lodge the GST return eitioethly or quarterly. Small remitters may be
given the option to remit annually.

Depending on the size of your payroll you may haudditional requirements to submit PAYG. For
example, a medium PAYG withholder of between $26,80d $1 million will be required to submit
their PAYG monthly even though they may have seauarterly GST returns. The ATO will
advise large withholders of their PAYG payment gations.

When do you lodge an activity statement?

Your activity statement, together with any paymeun, must be received by the ATO on or before the
due date as specified on you BAS form. Generalrigrly lodgements are due ori"2fay after the
end of the quarter and for monthly lodgement 2&st after the end of you the month. Medium and
large PAYG withholders may be required to lodgerim PAYG only activity statements.

If you are lodging by mail, make sure you allow eglo time for your activity statement and any
payment to reach the ATO by the due date.

How do you lodge your activity statement?
Your completed activity statement can be mailetheoATO. The ATO has also developed a facility
to enable you to lodge your activity statementaliyewith the ATO via the Internet.

How do you lodge your activity statement electronically?

The ATO has developed an Internet-based electamiunerce system that enables you to lodge your
activity statement electronically. In time, you Mile able to make other business tax transactions
through this system. This facility will be availeti?4 hours a day, 7 days a week and will provide a
secure and efficient service that will save youetiamd reduce your administration costs.
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Many people are concerned that the Internet issaf# for business transactions and the transfer of
confidential information. There are also issuesuadbauthentication of transacting parties and the
non-repudiation of transactions. To eliminate thesacerns, the ATO electronic system uses an
internationally accepted technology known as pukdig technology.

If you are already lodging your statement manudllgan be changed to electronic lodgement by
contacting the ATO at any time to obtain the regghiform. The ATO identification code for the form
is NAT 3327, and it is called Dealing Electronically, registration, cancellation,or change of
details."

The ATO will provide the electronic commerce sdafte, free of charge, to install on your personal
computers. This software package will include usestructions, help information and a Business
Activity Statement (BAS) application.

The software enables congregations/presbyteriestrieve their personalised electronic BAS from the
ATO, enter the required information, and then tmaibshe completed BAS to the ATO. As part of the
transmission process, the ATO will confirm thab#s received the BAS, and will provide a receipt
number.

Users are able to print a hard copy and save th& BAto their hard drive or diskette. It is also
possible to import data from most accounting soféwyzackages.

How do you work out how much you owe or
are owed by the ATO?

Once you have filled in your activity statementuyaill work out a net amount that you either owe to
the ATO or are owed by the ATO. These instructicaarg] the accompanying worksheets, will help
you fill in your activity statement and work outwymonet amount payable or owing.

An amount owing to you will be refunded if theree aro other outstanding tax debts or outstanding
notifications that may affect the amount to be mefied. When filling in your activity statement, @it
cents and show whole dollars only.

How does the ATO pay you amounts owed?

The ATO will pay any amounts owing to you within ddys of the due date provided you have lodged
your activity statement. The amounts will be payddirect credit into a financial institution accaun
nominated by you. The nominated account must laebatinch of the institution that is in Australia.

What if you're not going to be able to lodge the BAS on time ?

If you have a genuine reason why it will not begible for you to lodge your BAS return on time, and
you would like to request a deferment of your ladgat date, contact the ATO by telephone on
number 13 11 42, or fascimile on 1 300 139 045uEm you have your ABN number, and the
document number of your BAS return with you wheru ytelephone, or ensure they are clearly
identified on your fascimile so the ATO is awaretloé entity making the request, and the period for
which the lodgment deferrment is being requested.
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BAS — quarterly vs monthly

How to decide?
Generally congregations choose quarterly tax psriod

In determining your tax period you need to consiglaur cash flow and the administration time to
prepare the BAS. If you are a small remitter ti@Amay suggest you remit annually.

Cash flow

The implication for GST on cash flows is that yaymr charge GST with each transaction so, if you
pay more GST than you collect via sales and othmyme, the ATO owe you a refund cheque. If you
are submitting BAS returns quarterly the refundceleecan only be quarterly. The congregation would
therefore be out of pocket for up to four month&olee a refund is received. However, if you submit
the BAS return monthly you would only be out of petfor two months before a refund is received.

Administration

There is obviously a "time taken" element that setdbe considered by the Treasurer in deciding
how frequently to complete the BAS. If quarterly f@eriods are selected, then less time and efort i
required.

These two issues need to be considered takingattount the size of your organisation and the time
available to your Treasurer. (See Tax periods p&fe)

Cash vs Accrual

Churches can account on a cash basis regardledsaotheir turnover is.

To determine what method of accounting you curyentle, look at your invoicing procedures and
when you record payments and sales. If you issueaaive an invoice but do not account for the sale
or purchase until the cash is received or paid,arewsing a cash basis. If you account for the al
purchase at the time you issue or receive an ieyoyou are not using a cash badidost
congregations use a cash basis of accounting.

Cash basis

If you use the cash basis of accounting, inputctedits charged to you are claimed after you have
actually paid for acquisitions. In other words, yaannot claim an input tax credit until you havedpa
for the goods and services, and you do not hapaydhe ATO the GST included in the price of a sale
you have made (a ‘supply’) until you receive paytrfen that supply. You must hold a ‘Tax Invoice’
or ‘Adjustment Note’ when submitting your returnhére these are not held the claim is delayed until
the invoice/adjustment note is obtained

Example - Accounting on a cash basis

On 30 September a GST-registered church sells 10 Bibles (at their normal market value) to its
members for $22 each (including $2 GST). The church gives its members invoices on the day
of the sale, and payments are not due for 30 days. All members in fact pay for their Bibles in
November (total amount received was $220).
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The church’s quarterly tax periods end on 30 June and September and 31 December and
March. The $20 GST payable is attributable to the tax period ending 31 December because
the cash was received during that quarter.

Special rules
Acquisition of second-hand goods from unregistgrexgons for resale:
« if $300 or less, GST can be claimed at f/afithe acquisition price in the period of acquisiti

» if $300, GST claim is delayed until acquisitionds@BAS adjustment). When sold, a GST claim
can be made of 1/1'bf the lesser of cost or resale price.

Refundable deposits.

* GST does not apply on refundable deposits (eghii@ of hall). An adjustment is required if
payment ceases to be a deposit (forfeited or used).

Non-cash basis

If you do not use the cash basis you will accoontall GST payable and all input tax credits in the
earlier of:

* the tax period in which a tax invoice is issueatialy to that supply, or
« the tax period in which any of the consideratioreiseived or made.

Regardless of which accounting method you use cgomot claim an input tax credit until you receive
a tax invoice (unless the GST-exclusive value efghpply is $50 or less).

Changing from Monthly to Quarterly BAS lodgement

If after initially electing to lodge monthly, it idecided BAS returns that frequently are somewhat
onorous, it is possible to change to a quartertigément program. As most Churches are in a net
refund situation for GST, this will generally bette detriment of your cash flow, however if thgs i
less significant than the inconvenience of montbdigement, it is possible to change.

Currently, the only way to alter your BAS cycletascontact the ATO by telephone, 13 28 66, (Small
Business Information Line,) and ask them to alaryBAS cycle to quarterly. You will need to be an
authorised person to do this, if you are not thesge who was the Treasurer at the time of
commencement of GST, and the change in personaidtadseen advised to the ATO, you may find
you are unable to make the change immediatelyhiff is the case, ask the ATO to send out the
required documentation to notify them of a chamgauthorised personnel first, then do the lodgement
program change. They will only send these documintbe address on their system, which will be
the address the BAS statement is currently beistepdo.

Please note there is currently, (September 2008&)mation on the ATO's web site which would
indicate it is possible to alter your BAS cycle lwatit telephoning. This is incorrect, it cannot loael
by the means suggested. This has been brougtgitattention.
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How to complete BAS

The Business Activity Statement is sent to the acinaddress nominated by you to the ATO when
registration occurs, or when the address is sulesdlgualtered. This will be either an electronic
lodgement address, or a postal address, and theABAIS& sent monthly or quarterly as required.

Instructions for simplified BAS

The ATO had issued a simplified procedure for catipy the BAS, - the accounts method. A
booklet BAS Basics was sent to all organisatiomgaiaing instructions for completing the BAS at the
time of the introduction of GST. This booklet ie fonger available, however, congregations are
advised to obtain copies of the following documetitisey have difficulties.

» Business Activity Statement Instructions (NAT 3030)
* How to keep your business records (NAT 3029)

The BAS form for manual lodgement must be completsiehg a black pen. It must be completed
irrespective of whether you need to remit tax, nla refund or submit a nil return. It must be
completed in whole dollars only.

The ATO has a number of BAS forms and will send tl@ione applicable to your congregation once
you are registered. The labels have the same ngani matter which form you receive.

Pre-printed top half of page 1 of BAS
The BAS will be pre-printed with your registeredmme address, ABN, period covered by the

statement and the due date for payment or submissio
AT

ABLEM WA 6999

500
Uniting Church Congregation Business ACtiVity
12 Cara St Statement

April to June 2001

Documentip 12 123 123 123
AN 97 999 9999 9999
Formdueon: 28 Jul 2001
Paymentdueon: 28 Jul 2001

GST accounting method: Cash

Your phone number
if we need to contact you:

Page 1 of BAS: GST statistical information

1. Goods and Services Tax (GST)
The BAS form now shows three GST options:

Option 1: Calculate GST and report quarterly. Tikishe current method used by congregations to
report their quarterly GST.
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Option 2: Calculate GST and report annually. Untiés option the ATO will send an Annual GST
information report for completion of amounts for Gports, G3 Other GST-free sales, G10 Capital
purchases and G11 Non Capital purchases.

Option 3: Pay GST instalment amount. (This optisnonly available if you are not in a refund
situation). Under this option you pay the ATO astalment as advised and then complete an Annual
GST return.

The following instructions are based on Option d #re accounts method.

2. Gl — Total sales

Calculate total sales and income and other supadidsllows:

Amount

Start with total receipts in cash-book *(1)

Less any prior period values in total

Less donations and offerings received

Less GST refund received from ATO

Less dividends and interest received

Less loans received

Less receipts from supplies made pre 1 July 2000
Less any UCA GST Religious Group transactions
Less any sub-entity transactions

Plus/minus other adjustments *

TOTAL (Record this amount at G1)

*(1) Total cash-book values (not the total of GSILicm).

Other adjustments are unusual events such as tegtedf an insurance claim for an event that
occurred pre 1 July 2000, refundable deposits, etc.

3. Does the amount shown at G1 include GST?

You will need to check your accounts and indicaketer the amount shown at G1 includes GST or
not. In most cases the cash book will record anintluding GST in the total receipts column.
Therefore you should indicate with an X in the Yé&tfoiare.

4. G2 — Exports

Most congregations would leave this blank.

5. G3 — Other GST-free supplies

From the cash receipts book, total the columnsaiointy income from GST-free supplies. Examples
of GST-free supplies are:

e non-commercial residential rents

e other non-commercial income

e religious service

e opportunity shop income

* GST-free food

e health education and child care.

Offerings and donations are not supplies and tbegefot included in this item.
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6. Capital purchases

Capital items are items such as land and build{hgs not repairs), equipment such as chairs, tables
photocopiers, etc. Purchase of existing resideptiinises are excluded because these are inpdt taxe
and do not include GST.

From your cash payment record:

(a) take total of assets acquired column

(b) less purchase of existing residential building (injaxed)

(c) total (a) and (b) above

(d) enter 110% of (c) above in G10 (if total of (c}&00, entry in G10 would be $110)

There are special rules for claims for real proparid imported capital items. Professional advice i
required before making GST claims for these items.

7. G11 — Non Capital purchases
Calculate the total purchases as follows:
Amount
Start with total payments in cash-book *(1)
Less any prior period values in total
Less any GST payment to ATO
Less loans repayments
Less stipends, salaries and wages
Less supplies acquired pre 1 July 2000
Less any UCA GST Religious Group transactions
Less any sub-entity transactions
Plus/minus other adjustments *
TOTAL PURCHASES
Less value of G10 Capital purchases
TOTAL NON-CAPITAL PURCHASES
*(1) Total cashbook values (not the total of GSTuoui)
|
Forthe QUARTER from 1 Apr 2001 to 20 Jun 2001
Complete Option 1 or 2 OR 3 (indicate one choice with an X)
I Option 1: Calculate GST and report quarterly OR Option 2 Calculate GST and report annually
Total sales G1 $
Does the a}mountshowg Y N
Total sales G1 $ azlr?d%clgtceluve:hsa?\.rxv) es °
Does the amoun::gzg:élsgir’l) Yes No Go to summary over the page to report GST on sales at 1A
(indicate with an x') and GST on purchases at 1B
Xport ales $
S 92 OR Option 3: Pay GST instalment amount
OtheresTree sales G3 $ ATO instalment amount G21 $
Capital purchases G 10 $ Write this amount at 1A in summary over the page (leave 1B blank)
OR if varying this amount, complete G22, G23, G24
Non-capital purchases G 11 $ Estimated net G22  $
GST for the year .
Varied amount forthe G23  $
Go to summary over the page to report GST on sales at 1A quarter
and GST on purchases at 1B
Write the G23 amount at 1A in Summary over the page ptS,
Reason code for variation G4
. To
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calculate this figure, total the value for currgetiod entries in the GST column in the cash rdseip
book plus or minus any adjustments.

Adjustments could include GST in:

* GST refunds received from the ATO and recordethig ¢column

» value from barter transactions

» trade-in values

e sponsorships

* non-market value transactions with associatesdswith Synod if you think this applies)
« adjustments for refundable deposits

Record the whole dollars at 1A on the bawkge. Do not include balance carried forward from
previous tax period.

9. 1B (page 2) — Amounts the ATO owes you

This is, the amount of GST that you can claim afand. It is the amount of GST included in
purchases/expenses. To calculate this figure, tbmlvalue of current period entries in the GST
column of the cash payments book plus or minusaaljlystments.

Adjustments could include GST in:
* GST paid to ATO and recorded in this column
* exclude payments without ‘tax invoices’
(If a tax invoice’ is subsequently received, ibsitd then be added back in)
» value from barter transactions:
- trade-ins
- sponsorships

» delays on second-hand goods for resale purchaead unregistered individuals and where
cost exceeds $300.00.

e adjustment for refundable deposits
Special rules exist regarding purchase of motoickes) real property and imported goods.
Remember you cannot claim GST paid on input-taxeggrties. (ie Commercially rented out Manse.)

10. Payment or refund

Is the amount you owe the ATO more than the amteATO owes you?
If you are due for a refund the answer is NO

If you need to pay the ATO the answer is YES.

Write the amount of your payment or refund@t *

Where you have other taxes to pay these amouritalsdl need to be taken into account.
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OTHER TAXES REPORTED ON THE BAS

11. 6A/6B — FBT

Where you have an FBT liability, every quarter then will have a section for the payment of your
Fringe Benefits Tax instalment. The ATO instalmeiilt be recorded at F1. This amount can be
varied if the amount is likely to be significanffdrent. Write the amount of FBT instalment or the
adjusted amount for the quarter in 6A.

Forthe QUARTER from 1 Apr 2001 to 20 Jun 2001

ATO instalment amount F1

Write this amount at 6A in summary
For if varying this amount, complete F1, F3, F4

Estimated FBT F2 $
for the year .

Varied amount for F3
the quarter

Reason code for variation F 4

12. S5A,5B,7, T1to T11

Where these items appear leave blank as UCA coatipeg and agencies are exempt from these
taxes. In most case these items will not appeaoan BAS form.

13. 1C, 1E, 1D and 1F

These items relate to luxury car tax and wine egatibn tax. Most UCA organisation will leave
these blank.

14. PAYG Tax withheld (Page 2)

W1 — record total salaries, wages and other paynpaitsfor the period from which withholding tax
was deducted.

W2 — record total tax deducted from such paymentsebo

W3 — relates to tax withheld by banks and investnoemipanies where no tax file number has been
supplied. Most congregations will leave this boart.

W4 — amounts withheld from invoices where no ABN eubt

Record total of W2 + W3 + W4 at item 4 on page 2
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Forthe QUARTER from 1 Apr 2001 to 20 Jun 2001

Total salary, wages and \W 1 $
other payments

Amount withheld from \y 2 $
Payments shown at W 1

Amount withheld where \W 4 $
no ABN is quoted

Other amounts withheld \y 3 $
(excluding any amount
shown at W 2 or W 4

Total amounts witheld \W 5§ $
(W2 + W4 + W 3)
Write at 4 in summ ary
blow

15. Summary (Page 2)

Total amounts in the summary section for amountiagww ATO and amounts the ATO owes you.

16. Payment or Refund? (Page 2)

Is the amount you owe the ATO more than the amteATO owes you?
If you are due for a refund the answer is NO

If you need to pay the ATO the answer is YES.

Write the amount of your payment or refund@it ‘Do not use symbols such as +, -, /, $.

17. Declaration (Page 2)
Sign and date the declaration and record the t@kentto complete the form.

Payments can be made at post offices if requifeal réfund is due from the ATO, it will be credited
your bank account within 14 days of receipt.

Note: The GST calculation worksheet does not tiaviee completed if using the accounts method
above.

What if I've made a mistake?

Normally you need to contact the Tax Office foreaision form to amend you BAS for an earlier
period. But in some case you can correct mistakes following BAS.

If you made a mistake or left something out of yprevious BAS which would increase the amount
the ATO owes you (ie an increased refund), youaanect it on any following BAS by adding the
amount to 1B.

If you made a mistake that increased the amountayeurequired to pay the ATO (ie a decreased
refund or increase payment to the ATO), you caneobit on you next BAS only if:

« the mistake was on your most recently lodged BASfE an earlier one

* the total net amount of extra GST is less than $§180d

» your annual business turnover is less than $20omill
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If you satisfy these test, to make the correctidd hhe amount to 1A. If not contact the ATO on243
78.

Lodging a NIL activity statement over the telephone

If you do not have any items on your BAS that reguéeporting, ie. all boxes are zero, it is possibl
lodge it over the telephone.

Telephone 13 72 26 and you will hear a recordedsaggsoffering a number of choices. The option to
select is 1, "Lodgement enquiries." The recordeidevavill then offer some other options which are
only relevant to Registered Tax Agents, so thesebeaignored. The recorded voice will then ask you
to enter the Document number, and the tax file remao ABN of the BAS you are lodging. As all
congregations should be ITEC, you will not haveaa file number, you will find the document
number and ABN are located on the right hand sidéhe BAS, underneath where the month is
indicated. These numbers must be entered whenstglie

Once the form has been entered, the recorded wadlt@rovide you with a receipt number which
should be recorded.

Note, this system is all recorded voice and keypad at#ty, you will not at any stage talk to a "real
person." There also appears to be no option toet@mcentry and go back one stage, if you realise y
have made an error, hang up, and start again.

Retention of Records

Documents used to complete your BAS, such as iegpicopies of bank statements, cheque
requisitions, need to be kept for a minimum of fiwears after the lodgement of the BAS which
contained the transaction to which they relate.

It is therefore suggested that Congregations adgmbsition where all documents and records that
relate to the BAS are kept in financial years, #mt they be kept until the commencement of the
sixth year after the year in which they were used.

In a case where a document covered multiple firgygars, it should be filed with those documents
that relate to the last year in which it was refgyaot the first year.

Record Format

Records must be kept either in English, or in anfavhich which is readily convertible into English.
(ie. on a computer disk.) The records must beaeifit to explain each transaction, and the minimum
details for each transaction will include the dammpunt, and "character” of the transaction.

Next page is 1000
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Registration/Endorsement

This chapter provides an overview of the registratequirements for UCA for GST.

What are the registration/endorsement requirements?

GST Religious Group

The GST legislation includes a provision to cre@®T Religious Groups (Division 49), and the
Uniting Church in Australia has done so. To bet pdirthis group every congregation and entity
within the group must be registered for GST, and@TendorsedThe benefit of this GST Religious
Group is that transactions between members are exgrhfrom GST.

The principal member of our group is theNITING CHURCH IN AUSTRALIA NATIONAL
ASSEMBLY ABN 16 939 630 947.

Unregistered Sub-entity

Congregations can use sub-entities not registare&ET to remove fundraising activities from the
GST net. Under this option congregations will nbarge GST on revenue but cannot claim GST-
credits on any associated acquisitions. Requiresneinunregistered sub-entities are listed on page
306.

ABN - Australian Business Number

This number is used for dealings with the Australiaeax Office and governs business transactions
across Australia. The ABN must be quoted on inv&iéa ABN is also required to register or obtain
endorsement for any of the following tax categories

As explained below, congregations should eitheriabtheir own ABN or be part of a larger group
that has an ABN, eg. a cluster of congregations.

As a general rule it is not necessary for unregstesub-entities such as fundraising sub-entites t
obtain an ABN.

See page 1014 for further information on ABNs.

GST — Goods and Services Tax

Depending on the level of business activity (tue\wsome congregations will be required to register
for GST accordingly to ATO legislation. All congy&ions are strongly encouraged to register for
GST so that they may be part of the GST Religiotsuf and thereby transactions between sections
of the Uniting Church will not attract GST. SeePd015 for further details on GST registration.

PAYG Withholding — Pay As You Go

PAYG registration is required for congregationsatithhold income tax from payrolls or the 48.5%
withheld because a supplier does not have an ABN. FAYG registration for congregations with
their own payroll will be processed as part of tHEBN registration. Most congregations using the
central Synod payroll service do not need to regifstr PAYG. (See page 800.)
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ITEC — Income Tax Exempt Charity

ITEC endorsement is required to confirm exemptiommf income tax. The ITEC endorsement is
applied for at the same time as registering foABN for all new entities. All applications process
through the Synod at the time of the introductibthe GST have obtained ITEC endorsement.

See page 1016 for ROGATE and ITEC information.

DGR - Deductible Gift Recipient

Organisations that currently have the ability toegat donations of $2 or more that are tax dedwctibl
to donors, have been assigned a DGR number by Tke Receipts for tax-deductible donations have
only been able to be provided after 1 July 200@tganisations that have been DGR endorsed by the
ATO. DGR endorsement is required for agencies,admailding funds and other approved funds able
to issue tax-deductible receipts for donations.

See page 1017 for ROGATE and DGR information.

Why is registration necessary?

As explained above congregationast be registered for GST to be part of the Unitingu€h
Religious Group.

Congregations should register for their oABN so that:

e they can register for GST and claim GST credits

« they can register for PAYG withholding tax (reqdinehere the congregation has its own payroll
(see PAYG page 800)

« they have a number to quote so as to stop supplesiscting 48.5% withholding tax. Tax reform
envisages that entities such as congregationsthaireown ABN.

Registration foilGST is compulsory under ATO legislation if turnovemire than $100,000 p.a. for a
charitable entity, and if more than $50,000 foroenmercial entity. Registration for GST is required
to enable congregations to be part of the GST U@Agivbus Group and thereby reduce costs between
sections of the Uniting Church (eg. Insurance puoensi)

PAYG registration is required if the congregation has its own pdyoolwithholds 48.5% PAYG
withholding because an ABN was not supplied
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GST registration issues to consider and review

three years on.

Questions to consider

Actions

Should we be registered ?

Review the impact of GST on your congregation of
registering vs not registering, both in terms of
refunds/payment of GST, GST charges required on
transactions with other parts of the church_and cash
flow.

What should we register ?

Review fundraising and other activities to determine if
an unregistered sub-entity is required

Income/Supply
What does GST apply to ?

Review what you supply to others and whether they are
taxable, input-taxed, or GST-free

Are my prices correct ?

Determine what goods/services required a price
change for GST, and ensure input tax credits are
correctly allowed for in assessing margins.

What changes are required to contracts?

Review all contracts, particularly those relating to use
of property, and ascertain whether they are
commercial or not, input-taxed or not etc.

Expenses
What credits can | claim ?

Are you claiming all the input tax credits you are
entitled to ? Are your suppliers giving you the correct
details on invoices ?

Records
What needs a Tax Invoice ?

Are you issuing a tax invoice to groups that are entitled
to receive one ?

Is our record keeping up to scratch ?

Evaluate whether you are using the best method of
accounting for GST receipts and payments to ensure
compilation of the BAS is as simple as possible.

Are we lodging our BAS return
appropriately ?

A quarterly choice could mean a reduction in the
administration effort to submit returns, but monthly
enables a GST refund cheque to be obtained faster
and may improve your cash flow.

Should we account on a cash or accrual
basis ?

Cash (account only when goods received or paid) or
non-cash, also known as accrual (account on sale or
receipt of invoice)

Does our GST reconcile ?

Ensure that the amount you claim back or pay, is
reconciled to the tax office debit or payment. If it is not
reconciled, you may be missing something.

Who has to register for GST?

Under ATO legislatiorit is a requirement to register if all of the falling apply:

» your church/organisation is carrying on an entsgf(ia religious institution is a carrying on an
enterprise - see definition page 1411.) and

» if your annual turnover is $100,000 or more.

However, even if your turnover is less than $100,00 be included in the UCA GST Religious
Group it will be necessary to be registered for @#ierwise GST will apply on transactions with the

Synod and other UCA congregations.

Page 1002
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Understanding your annual turnover

Annual turnover means the calculated amount ofectirannual turnover or projected annual turnover.
Turnover is the total value of supplies made, egsffrom providing services, rents, sale of goads o

property.

Note: Donations and free-will offerings are not included in annual turnover.

Calculation of annual turnover
Total income

Less gifts and donations

Less offerings

Less legacies, bequests

Less interest

Less investment income (interest)

Less loans received included in total income above

Total annual turnover

If a congregation decides not to register for GEieeds to know what its annual turnover was fer t
past year and needs to monitor turnover througth@uyear to make sure it remains within the limits.
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If a not-for-profit organisation’s annual turnover is over
$100,000, it must register. Failure to register when
required to do so will result in penalties.

Uniting Church registration structure

Each body (company, incorporated body,) or entfgongregation, unincorporated body,) must
register as a separate entity. Congregations, YRexgbAgencies and the Synod are all considered fo
GST purposes to be separate entities. We are ggdotgmether in GST Religious Group so that
transactions within the group are exempt from GID. be part of this group each entity within the
group must be registered for GST.

Fundraising activities and sub-entities

Where there are fundraising activities or Unitingu@h Adult Fellowship groups (UCAF) that
account independently to the congregation, therearisoption of recording these as separate
unregistered sub-entities that are excluded fraanGIT net. Unregistered sub-entities do not charge
GST and cannot claim GST credits on acquisitions.

Note: It is very important that GST credits for acquisitions by an unregistered sub entity are
not claimed by the registered congregation.

It is recommended that fundraising activities sddag run by unregistered sub-entitieseptwhere:

» the supply would be GST-free, ie.
- non-commercial, eg. proceeds less than 50% GSTdgive market value (See page
204.)
- second-hand donated goods, ie. opportunity shop
» the purchaser can claim GST credits

» the supply can be input taxed under ATO fundraigioglelines to be announced- see Federal
Treasurer’'s Press Release 37 dated 3 May 2000.

Note: This last option has the same financial effect as using unregistered sub entities, but
enables input taxing of events where fundraising is in excess of $100,000 (not available for
sub-entities).

Use of an unregistered sub-entity for fundraisiag:c

» reduce administration by removing the requirementiégtermine if GST applies and processing
GST entries

» increase profit where a proportion of GST woulddeducted from proceeds.
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Example - Sale of chocolate bar
Unregistered Registered

Cost (incl. GST) 0.55 0.55
GST input tax credit 0.05
Net cost 0.55 0.50
Sale price 1.10 1.10
GST output tax payable to ATO 0.00 0.10
Net revenue 1.10 1.00
Profit 0.55 0.50

An activity will be considered to be independent:if

« keeps its own accounting records (this can beraplsias a separate column on the receipts and
payment in the Cash Book record), and

e can be separately identified by the nature ofdtvidies or by its location.

Example

An independent activity could include a fete, lamington drive or fundraising dinner. It means
that, where the activity’s turnover is less than $100,000, the unit can choose not to register
for GST. Where the activity has a turnover of $100,000 p.a. or more, it will have to register
separately for GST and will have the same rights and obligations as other GST-registered
entities.

If a congregation chooses to treat its fundraisicivities as separate unregistered sub entities fo
GST purposes, it cannot revoke this choice witt#fnndonths of the choice being made. The Synod
does not legally have to be advised of every ustegdd sub entities, although it is useful if it is
however Congregations must properly document tiregition and recording.

This option is available only to charitable indiibms (including churches), trustees of charitable
funds, gift deductible entities as defined in faélew Tax System (Goods and Services Tax) Act 1999
and also certain not-for-profit bodies that areime tax exempt.
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Example - Not-for-profit sub-entity

A GST-registered congregation runs a fete once a year to raise money for congregation
activities. Separate accounting records are kept for the fete. From the turnover of previous
fetes it is estimated that the current year’s fete will raise $60,000. Since the fete keeps a
separate accounting system and it conducts different activities to the congregation’s
activities, the congregation may elect to treat the fete as a separate entity for GST purposes.
Because the turnover of the fete is less than $100,000, the organisers of the fete can choose
whether or not they want to register the fete for GST purposes. If the organisers choose not to
register the fete for GST, the sale of items at the fete will not have GST included in the price.
However, GST that has been included in the price of inputs to the fete such as the hire of
stalls and a marquee, cannot be claimed as input tax credits.

If such a sub-entity needs to quote an ABN then thaBN of the congregation to which the sub-
entity belongs can be used.

UCA structure

The following organisations make up the Uniting €ituin Australia structure (some differences exist
between states).

UCA Property e ATrust (Body Corporate) established by legislation (UCA Act 1977)
Trust/Synod for the purposes of holding property on behalf of the churches of
Uniting Church in Australia.

* The Trust is the legal vehicle for any contractual arrangements
relating to property of UCA.

¢ Synod facilitates the management functions of the UCA in each
state.

* Synod manages the collection of funds from churches and the
delivery of stipend funds to ministers/youth workers/lay
pastors/congregational staff.

e Synod is the primary employer for staff working in the various
operations of the wider church.

* Synod has within its structure operational groups that deliver
specialised services to the wider church body, eg. printing,
financial services, insurance, additional funding/bequest
management, web publishing.

Congregations e Operational groups located throughout a state using the assets of
the Property Trust to further progress the mission and vision of the
Uniting Church in Australia.

* The congregations are recognised by the community as individual
organisations. However they are groups that operate within the
legal umbrella of the Synod and Property Trust.

Related * Separate organisations (usually unincorporated bodies) linked
organisations (usually through membership on the management committee) to a
(agencies, congregation, presbytery or Synod. These are primarily day care
schools, etc.) centres, neighbourhood centres, meals on wheels.

* These organisations use the tax exempt status of the UCA.
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Legal position

As Churches are not registered legal entities, #reyun-incorporated associations, the ultimatelleg
entity is always the Property Trust as the nomuhateustee for all Church assets. However, local
management of each entity or organisation (in theeoof a Congregation the Church Council) is
responsible for compliance with the GST legislatidhey are therefore prima-facie liable for any
non-compliance, and should there be an incidencdefdication, and the ATO took legal action
against the Property Trust, the latter entity asstage for the entire Church would most likely hawe
take action to recover the costs from the individwaChurch concerned.

There is, however, over-riding public indemnity eoage contained in Regulation 4.11.1 of the
Uniting Church in Australia Regulations for all age working on behalf of the UCA. If an agent is
working in good faith and has undertaken to compth the policies and practices of the UCA, then
the UCA will take on liability on behalf of the Chaln Council.

Regulation 4.11.1 of the Uniting Church in Aus@aRegulations states:

a. Any person acting under the express or implied@aitthof the Church shall be indemnified
out of trust property against all liability for ampatter or thing done or liability incurred
except in the case of fraud, criminal act, grosgligence or wilful misconduct. Without
detracting from the generality of paragraph (apember of a Church Council or other body
responsible for the management and administratfopraperty shall be indemnified out of
trust property against liability for any matter tring done or liability incurred in the
performance of functions as a member thereof exceipte case of fraud, criminal act, gross
negligence or wilful misconduct.

b. The word ‘liability incurred’ in 4.11.1(a) can baken to include taxation matters.
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What you need to do to register

Registration is by means of completing the ATO stgtion pack, "Registration for the tax system,”
which includes a guide booklet and the applicataym, or, for those with access to the internetait
be undertaken on the Australian Business Registbsite, http://www.abr.business.gov.au/.

Forms can either be lodged directly or forwarde@yaod office to lodge. In either case, it is etiaén
that the Synod office be notified of the Legal Naawed ABN when it has been issued. If not applied
for initially, ITEC status should then be applieat,fto allow it to be included in the UCA GST
Religious Group.

What do | register as?

All congregations within the UCA are encouragetéaeqgistered for GST as entities.

Sections of your congregation may need to be rasegnas unregistered sub-entities. The
requirements are:

* not-for-profit (ie. objects, etc.)

» separate identification by either activity or laoat

» recorded by Church Council or other parent enfibyere is no requirement to notify the property
trust, however it is appreciated if congregationd ather entities do so. (See page 1004.)

* For example a congregation may have church acco@aF group, Fete committee and a
Sunday School. If all these maintain separate ats@nd are under the $100,000 threshold the
following will apply:

Group Comment Registration option
Church Normal church operating Register GST
account
Sunday school No income, expenses only Part of main church account

Raises money for church
UCAF through cake stall, lolly drives, | Unregistered sub-entity
etc. Very few expenses

Organises annual fete which Analyse impact of GST and decide
raises income for church (but | whether to register as part of church,
income is less than or not to register and be recognised
$100,000) as an unregistered sub-entity.

Fete group
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How to determine what GST applies to?

This section outlines the steps to take to identifiych transactions attract GST.

Steps to

follow

Transactions

Tax

A) Identify your transactions

Applications l,

B) Are you registered and is the
transaction related to Australia?

®

C) Determine if there is
Supply and Consideration
D) Determine if the transaction is

Subject to GST

GST

does not
apply

! \

E) Document your results

A) Identify your transactions

As the GST is a transaction-based tax it is importiaat you identify the types of transactions with
your congregation and then assess whether GSTeappli

* Review your congregation activities and ministaes identify all your income sources.

« Determine what activity is conducted to generatis tincome source. This is useful for
remembering the specific issues associated withyfheof activity:

religious services
fundraising

fee for service
community service.
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B) Are you registered and does the transaction relate to Australia?

The supply is to be made by a registered entity thedtransaction is to be made or performed in
Australia.

C) Is there a supply and consideration?

Supply A supply can be the provision of goods, services, information, property,
provision of entry into, or release from, an obligation to do anything, or an
agreement to refrain from, act within, or tolerate a specific situation.
Consideration Any payment or act or forbearance, in connection with the supply of
anything, or any payment or act of forbearance in response to or for the
inducement of supply of anything. However, payments made as a gift to a
not-for-profit body is not the provision of consideration.

This means:

» if an activity is provided free of charge it is reatbject to GST
» if a gift (unconditional) is received it is not coidered consideration for supply.

As can be seen from the above, the definition odtwdan be deemed to be a supply and what is
consideration are extremely broad.

D) Is it subject to GST, or is it GST-free or input-taxed?

You need to review each transaction to see ifdtifito one of these categories:

* religious services

» fresh food

» second-hand goods
» charitable activities.

E) Document your results

To avoid any issues should you have a tax audis, itnportant to document your reasons for not
taking 1/11" from your income in all cases. An example worksle@icluded below as an example of
how you might analyse your transactions and doctiywur results.
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Ministry Area Income Source Details Transaction Type Supply Consideration GST- Free ?
Childrens Club Weekly offering Offering Donations Gift Services $ Yes
Chocolate Sales Fundraising ( Chocolates) Fundraising Food $ No
Family Portrait - Group recieves % of
Playgroup Photoshoots profit Fundraising Goods $ If <50% of Market Value
Pie Drive Fundraising Food $ No
Annual Fee Fee for Service Services $ No
Government Grants Community Service |Comm. Services $ No
Friends of Yurana Garage Sale Items donated (Food & Used Goods)  |Fundraising Food & Goods $ Review each item
Fete As Above Fundraising Goods $ Review each item
Childrens Choir - each pay an amount
Starlights Fee for T-Shirts towards the cost of their T shirt. Fee for Service Goods $ If < 50% of Cost
Fee Charged to cover cost of bus and
Golden Years Bus Trips entry fees Fee for Service Services $ If <50% of Market Value
Boys & Boys Brigade Food Stalls Donated and Created ltems Fundraising Goods $ Review each item
and Youth Canps Fee to cover charges & food Fee for Service Services $ No
Activity Nights Bowling / Video's etc. Fee for Service Services $ No
Kingfisher puppets Donations Arising from presentations to other Gift Services $ Yes
Churches and community groups - no
fee charged
Craft Groups Donations Weekly gold coin to cover costs, not Gift Services $ Yes
mandatory
Women's Ministry Donations Gift Services $ Yes

From coffee evenings
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Ministry Area Income Source Details Transaction Type Supply Consideration GST- Free ? Applicable Test
Soccer Match Fees Weekly Fee Fee for Service Services $ No
Photo Sessions % of Profit on Sales Fundraising Goods $ If <50% of Market Value |Professional Photography
Sock Drive % of Profit on Sales Fundraising Goods $ If <50% of Market Value |Local commercial suppliers
Registration Fees Annual Charge for Associations |Fee for Service Services $ No
Catering Ministry Catering Fees Fees for catering events Goods $ If <50% of Market Value |Commercial caterer
(labour usually donated)
Corporate Revenue Samoan Church Gift to Church Gift $ Yes
Potters Bookshop Gift to Church Gift $ Yes
Calvary College Gift to Church Gift $ Yes
Photocopies Charges to ministries for copying |Fee for Service Services $ If <50% of Market Value |Commercial copy supply
Wedding Service Fee to cover costs Religious Service Services $ Religious Service
Wedding Flowers Fee to cover costs Church Decoration | Services $ No
Training Fees For training fees Fee for Service Services $ No
As able to give for counselling Commercial counselling
Counsellor sessions Community Service |Services Not always If <50% of Market Value |service
Theatre Restaurant Fundraising Fundraising Services $ If < 50% of Market Value
Funds to be used for food parcels
Benvolent Fund & bills Gift Yes
Offerings Cash & Direct Dehit Gift Exempt
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Ministry Area Income Source Details Transaction Type Supply Consideration GST- Free? Applicable Test
Community outreach | Drinks & Food Stall - [Fundraising during community events | Fundraising Goods $ If <50% of Market Value |Local commercial suppliers
Businesses donate goods or services in
Carals in the Park  [return for advertising Community Service | Advertising Goods or Services|  If <50% of Market Value
Council provides funds to help sponsor
Carolsinthe Park  |the event Community Service | Community Service $ If < 50% of Cost
Cardlsinthe Park  [Drink stalls / Coffee and Tea Tent Fundraising Goods $ If <50% of Market Value |Local Shop
Community Groups | Church Hall Hire Fee for senvice Senvices If <50% of Market Value |Equivalent facilities
Associated
Organisations Shared costs of rates on property Fee for senvice Services $ No
Interest from UCIS  |Interest on Deposit Funds Fee for senvice $is not a supply $ Input Taxed
Gold coin donation requested but not
Sausage Sizzle required Fundraising Goods $ If <50% of Market Value |Local Shop
The Church is provided free of charge
Other Supply Church useage to a number of local organisations Senvices No consideration Yes
The Church presents a number of
functions that are free for the
Church functions | community Services No consideration Yes
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Registration - ABN

Registration is available only to a company ortgntarrying on an enterprise (including churches).
Employees, hobbyists and individuals conductingveiets without a reasonable expectation of profit
cannot register for an ABN or GST.

All' Uniting Church congregations need to obtainfarstralian Business Number.

Registration of ABN and GST are separate issueseher the former is a prerequisite for the latter,
and it is also a requirement for Income Tax Exem@parity status (ITEC) and Deductible Gift
Recipient status (DGR). The Australian Business bem(ABN) is critical to the operation of the
GST system, as every entity that is registered38mT will have an ABN and this is the number that
must be quoted on all your tax invoices.

An ABN enables organisations in Australia to deathwthe ATO and a range of government
departments or agencies using the one numberntiiber is over time replacing group tax numbers,
sales tax numbers, FBT numbers and other ATO asgtiaih numbers.

If an enterprise does not include an ABN on itiog, the customer receiving that invoice is reeglir
by the Tax Office to withhold 48.5% of the invoiaeount (47% tax and 1.5% Medicare levy). The
customer withholding this 48.5% is then obligedeumit it to the Tax Office.

Example

A parish hires a local plumber to replace several leaking pipes. It receives an invoice for
$1,000. It is noted that there is no Australian Business Number quoted on the invoice. The
parish should telephone the plumber and ask if he has an ABN, if he has, what it is. If he does
not have an ABN, the parish must withhold 48.5% of the dollar amount of that invoice and
pays only 51.5% to the plumber. The plumber receives $515 and the parish remits the
remaining $485 to the Tax Office at the end of its next tax period.

Registering for an ABN

The same form is used to register for an ABN and.GS

When an organisation has been allocated an ABHetisils will be placed on the Australian Business
Register, which will be administered by the Commoiser of Taxation.

Alternatively it can be done electronically throutiie web site of the Australian Business Register.
Note that it is not possible currently to apply f6EC status using the ABR web site even where an
ABN number has already been issued..

www.abr.business.gov.au
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Registration - GST

The ABN registration form asks several questions:

» do you wish to register for GST?

* what is your annual turnover?

» do you wish to account on a cash or accrual basis?

e do you wish to report on a monthly or quarterlyi®as

If a congregation determines it will not registee tongregation for GST when it applies for an ABN,
it is possible to register for GST at a later ddteircumstances change.

If a congregation does not register for GST purpogewill not include GST in its charges; nor will
the congregation claim GST credits on its purchases

Congregations not registered for GST must regulsxdyitor annual turnover, as it is a requirement
that registration for GST occurs within 21 daysiofenterprise exceeding its stipulated threshold.

Once satisfied that an organisation is carryin@ dnusiness or enterprise, the Tax Office must cpmpl
with the application. If the Tax Office is satisfi¢hat the organisation is required to be registet@s
must happen even if the organisation has not applie

The notification of registration will specify thegistration number and tax periods.
The authorised contact person is the person redperisr GST returns and contact with the ATO.

The Tax Office can backdate registration if it mtisfied that an enterprise was required to be
registered at that earlier date. The enterprisetingh be subject to the GST system from that date.

There are severe penalties for non-compliancéd, a. organisation is required to register for G8T
and fails to do so. Penalties also apply for failto regularly submit a Business Activity Statement
once registered.

An enterprise must be registered for at least 18thsobefore cancellation of registration is allowed
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ROGATE

ROGATE stands for Register of Gift Deductible and Tax Exempt
Charities

In December 1999, Parliament passed legislatioatioge a new system of endorsement of charitable
organisations. Under income tax law, churches hegitable institutions. (See page 200.).Churches
need to be endorsed as an income tax exempt cir). The legal meaning of charity includes
activities such as welfare, religious and educatliactivities. Endorsement is also a condition of
continued tax deductibility status for deductibift gecipients (DGR).

Entities must be registered for an ABN and GST teefthey can apply for endorsement as a
deductible gift recipient and/or an income tax egeaharity.

Outline of how the arrangements operate

After 1 July 2000, charities that had not been esetb lost gift deductibility and income tax exempt
status.

Any new charitable organisation will need to apythe ATO to be endorsed after they receive their
ABN, and GST registration.

Most charitable organisations eligible for DGR s$aprior to the change would have had their status
confirmed previously by the ATO. These charitabigamisations did have to apply for endorsement,
however they did not have to go through a full e@wvito retain endorsement.

Note: All Deductible Gift Recipients have to obtain endorsement unless they are named
specifically in tax law, whereas endorsement for income tax exemption applies only to
charitable organisations. The legal meaning of charity includes activities such as welfare,
religious and educational activities

Income Tax Exempt Charities (ITEC)

The Uniting Church is currently exempt from incotag under section 50-5 of tiaustralian Income
Tax Act 1977This means that churches do not have to pay iadamor payroll tax.

From July ¥, 2000 this exemption has had to be endorsed.

Every congregation and related agency needs toydopl ITEC endorsement. Applications are
submitted as part of the registration process plyamy for an ABN.

Important points to note:

* ITECs are exempt from income tax

* ITECs need to regularly review whether they ardledtto endorsement

* an ITEC must tell the ATO if it ceases to be eatitto endorsement

* endorsement can be revoked if an ITEC is no lorgétled to endorsement.

Page 1016 September 2003



Deductible Gift Recipient (DGR)

ITEC endorsement does not entitle an organisatiore¢eive income tax deductible gifts. There is a
separate endorsement process for deductible gifiieats. These are organisations currently recseghi
by the ATO as approved to issue tax-deductiblepecéor donations (eg. Share, Christmas Bowl).

DGR endorsement involves the ATO confirming that aganisation is eligible to receive tax-
deductible gifts. If they are not, donors cannatrolincome tax deductions for gifts they have made.

To apply for endorsement, an organisation must bavaBN.

Endorsement as a DGR does not:

e exempt an organisation from income tax

e exempt an organisation from GST on its commeratliies

¢ endorse an organisation as an income tax exemgtycaEC).

To achieve endorsement as a DGR, the followingirements must be satisfied:

1. Charitable institutions test

A charitable institution can be entitled to endamset if it meets at least one of three tests.
1. It has a physical presence in Australia.
2. Itis a Deductible Gift Recipient.
3. ltis prescribed by law.

Congregations need Income Tax Exempt Charity (ITE@jorsement, however they will generally
not qualify for Deductible Gift Recipient (DGR) 8ia.

2. Charitable funds test

To receive endorsement, all charitable funds mesafplied for the purposes for which they were
established. There are special requirements foitahke funds not established by ‘Will' before Iylu
1997, and ‘new trusts’ that are applied for theirgmses. These trusts must meet specific tests.

Next page is 1400
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Frequently Asked Questions

The following sample of questions were originallgniled by the Queensland Synod, from
responses to the survey forms being completed bgregations at seminars and workshops and from
ATO questions and answers at the time of the intctdn of GST in July 2000. They have been
updated and amended for the September 2003 edition.

1. What is GST?
GST is Goods and Services Tax, payable on a tasaplgly. You make a taxable supply if:

* you make the supply for consideration

» the supply is made in the course or furtheran@naénterprise you carry on
» the supply is connected with Australia

* you are registered or are required to be registered

A supply is not a taxable supply to the extent thist GST-free or input taxed.

There are no exceptions or exemptions from the abev If any of your transactions fall
into the definition of a taxable supply they must hve GST applied.

2. Offerings — how are they affected?

The definition of consideration specifically excasd gifts to not-for-profit bodies. The UCA is
considered a not-for-profit body. It is thereforedarstood that offerings and other such gifts to a
congregation are not subject to GST. (Therefore]"does not need to be given to the Government).
Offerings do not need to be reported on the BAS.

3. How can | claim a GST exemption?

You can't, there is no such thing as a GST exemptiocertificate or number. GST is a tax that is
charged by the organisation providing or supplyihg goods or service, and it is applied, or not
applied, according to the type or nature of theiseror supply, not according to the type of entity
delivering the service or supply. It does not wbkie the previous sales tax system. On most costs
incurred by the Church, there will be GST appligdhe supplier.

To claim back from the Government the GST you papoquisitions related to your organisation, you
will need to register for GST. Before making a dem, you must understand that if you register you
must to ensure you comply with the GST legislatioharge GST on your taxable supplies and
maintain the record-keeping associated with this.

If you do not register, you are not able to claiatlbfrom the Government any GST you have been
charged by your suppliers.

4, Fundraising — how does GST apply?

There are a number of options to consider. Manguoffundraising events have very little costs and
therefore small amounts of GST that can be recoviereéespect of GST credits. If your event is of
this nature you should consider the use of an istexrgd sub-entity. Under this option you do not
charge GST but you do not claim any GST in expefsabat event.

If you are registered for GST, and are considewhether to claim the input tax credits, you need to
work out if each type of supply is a taxable sugjpliyd therefore if GST will apply to them).
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There are a number of categories of GST-free seppliat may apply to fundraising and which may
result in the majority of your items being GST-frébese include:

« (gifts to a not-for-profit enterprise — this will glvably cover a large proportion of the goods for
sale that have been donated from members

« second-hand goods — if the supplier is a charit@mstitution. (The goods must also not have their
original character modified)

* non-commercial activities - if the supply is fomsideration that is less than 50% of cost, or 50%
of the market value. (Refer page 204 for details.)

If you have any transactions which are really "ged," you will still need to review them to
determine if they are a Taxable Supply.

5. Can | elect to remit a quarterly return even if my year-end is not 30 June?

The year-end requirement relates to the incomeyéax-end for organisations. As the UCA is an
exempt body for income tax it does not have annmetax year-end and therefore can elect to submit
quarterly returns.

6. Will I need to charge GST to other UCA congregations / agencies /
organisations?

If the other UCA congregation is part of the UCA G Religious Group then no GST applies.If

the other organisation is not part of the UCA GS8ligRous Group then GST may be applicable
depending on whether the supply is considered taxatd is not GST-Free under non-commercial
activities for example.

7. Do ministers need an ABN?

If a minister is receiving income from sources aésthe church that is not related to work as a
minister of religion (and is not a hobby) then thail need to apply for an ABN to ensure that 48.5%
is not withheld by the organisation remitting payméor the services rendered. (Also see question
25))

8. When do | need to withhold 48.5% from anybody?
If you are provided with goods or services fromeaspn or organisation who does not:

e provide you with their ABN, or
e provide you with a declaration

you will need to withhold 48.5% and (if this is tfikst time you have withheld funds) register wille
ATO that you have done so. (See page 801.)

9. Does expenditure incurred have to be integral to the religious service to allow
entitlement to an input tax credit?

Expenditure incurred does not have to be integrahe provision of a religious service to allow
entitlement to an input tax credit. However the enge does have to be incurred in the course of
furtherance of your enterprise, meeting the nomeglirements for a creditable acquisition.
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10. What supplies are considered to be integral to the provision of religious
services like weddings and funerals and will therefore be GST-free?

Creditable acquisitions may include hymnbooks, tssdnd religious symbols, however car hire and
flowers are not considered integral to a religisesvice.

11. In which of the following cases will GST be applicable, and which entity issues
the tax invoice?

1/ A registered body asks for sponsorship in exghan for advertising
by way of:
i) money
i) goods that are normally sold in the coursewf business
iii) goods that we purchase and then donate taltie
2/ an unregistered body asks for sponsorship ihange for advertising by way of (i), (i) and (
i) as above
3/ a registered body asks for sponsorship and pgesnnothing in return. Sponsorship is
provided by (i), (ii) and (iii) as above
4/ an unregistered body asks for sponsorship anthipes nothing in return. Sponsorship is
provided by (i), (i) and (iii) as above
5/ schools, hospitals, etc. ask for sponsorship.

Amounts paid as sponsorship fees are usually payfoerservices such as advertising, and will be
subject to GST if the sponsored entity is registdoe GST. The entity being sponsored will be l&abl

to pay GST of 1/11 of the payment received. If the organisation beipgnsored is registered for
GST, the organisation paying the sponsorship félenaimally be entitled to a GST credit of 1/1df

the payment. The tax invoice would have to be iddnethe company being sponsored. Sponsorships
are not among the classes of transactions for whidipient-created tax invoices are currently
allowed. However, it is possible that sponsorsiuipslid be subject to a future determination by the
Tax Office allowing recipient-created tax invoices.

If a sponsor provides goods and services in reiuradvertising or promotion, there is a supply by
both parties to each other. If both parties arésteged for GST, each will be liable to pay GSTeTh
GST will be 10% of the GST-exclusive market valdighe supply made by the other party, or /11
of the GST-inclusive market value. Both partied afifo normally be entitled to a GST credit equal t
the amount of GST payable.

If the organisation being sponsored is not registéor required to be registered) for GST thenilit w
not have to pay GST on the sponsorship, and thesspavill not be entitled to a GST credit.

If a registered body receives sponsorship but ges/nothing in return, then the situation is sintita

a donation. The unconditional sponsorship is nbjes to GST whether in the form of money or
property. The same rules will apply to schools pitats and emergency service entities. If the it

a gift-deductible entity a tax deduction may beilabde for an unconditional sponsorship.

12. What are the GST implications of activities that are combined events with
other denominations?

In these situations the implications of GST woudgkdh to be considered on a case by case basis. Is
there a supply, consideration, are you registeoedGIST, is the supply within Australia and is the
supply not GST-free under other provisions:

- non-commercial activities - the supply if for catesiation that is less than 50% of cost
or 50% of market value.
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- Donation (refer page 304)

13. Our congregation has a bookshop that uses a room at the worship centre.
The bookshop is not charged any rental and does not contribute to any costs, but it
does make a donation to the church when profits allow. How should this donation be
treated?

As there is no contract with the bookshop or defifee for use of the premises, the supply of a room
is free and as such does not attract GST. If theafilan received is unconditional and results in no
direct benefit to the bookshop, then it is not usttedd to be consideration and there is no GST
payable on the income.

It should be noted that the mere naming of rergal donation does not negate the application of. GST

14.  Our congregation shares power bills with a registered day care centre. The
day care centre provides their share of the costs to the congregation and the
congregation pays the total bill. How should this be treated for GST purposes?

» If both the day care centre and the congregatiempart of the GST Religious Group then no GST
will apply on the payment from the child care cerity the congregation.

e If the day care centre is not part of the GST Ralig Group then GST would apply on the
payment from the child care centre to the congregat

15. Can you differentiate between fundraising and other profits from functions
such as ‘60's Dance and Musical Trivia Night'?

If the congregation is not registered, then GSTsdu# apply to any charge made by the congregation
in relation to any activity, neither can the taxdpan expenses be claimed. This is irrespectivihef
type of activity, normal operations, or fundraisinghe same situation applies if a registered
congregation chooses to run an event through registered sub entity.

If the congregation is registered, and the evemtoispart of an unregistered sub-entity, or an tinpu
taxed event, all tax paid on expenditure can bieneld.

With respect to whether tax should be charged en'tickets" to the event, or on the supplies, the
following applies. If the activity is carried ohy an unregistered congregation, or by an unregidte
sub entity of a congregation, then no GST shouldhiagged.

Only where it would be advantageous for the corafieg to be able to claim the GST costs would it
justify operating the activity through an entity iaih is registered. Generally, this would only occur
where the GST that has been paid (eg. hire of ewpnp, advertising,) is greater than the tax that
would need to be charged on "tickets." Fundrgisictivities, by their nature often include inptitat

are donated (food, labour) and therefore may ratrimuch in the way of tax on inputs.

A supply is a taxable supply (GST applies) if inist GST-free, or input taxed. The key provisioatth
will apply to make the supply GST-free, where thpmy is made by a GST registered entity, relate to
the price being charged being less than 50% ofritdxet value for that type of supply.

16. Members of the congregation often purchase items for the church with a credit
card or for cash. The church then reimburses them for this. What are the implications
under the GST of this type of activity?

It is important that church members make sure tiggin a tax invoice to support all claims. As ther
is no requirement for suppliers to automaticaluis a tax invoice for items less than $50.00, lithve
important that the congregation members ensure dskyfor appropriate documentation to validate
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their expenditure and indicate if GST is includ&dis will allow the congregation to claim any input
tax credits. A personatedit card statement is not a valid tax invoice.

Invoices greater than $1000 require the name adcessl of the organisation/person purchasing the
goods/services as well as the supplier. It woulchtheisable in this case to ensure the invoice was
directed to the congregation rather than the ioidiai.

17.  Are Mission and Service and other inter-church transactions subject to GST?

Inter-church transactions are exempt from GST, igexl/both parties are registered as part of the GST
UCA Religious Group. If you are unsure please i@mttyour Synod for confirmation. Where one
party is not a member of the GST UCA Religious Grole transaction will need to be assessed in
terms of whether there is a supply, is the partyigling that supply registered, is the transaction
within Australia and whether the transaction is G&E under some other provision (donations, non-
commercial).

18. What is the status of bequests and gifts — money given to foundation — for
which the interest is used for a specific purpose?

No GST is payable on bequests provided there tzenefit provided to the donor.

19. Isresidential property GST-free or input-taxed? What are the GST
implications?

Residential accommodation is input taxed. This mdhat NO GST is charged on rental and NO tax
paid on inputs can be claimed from the ATO.

However for charities there is an additional prmnsof a "non-commercial transaction,” that can be
applied to residential property that can overrtide &ind allow it to be treated as GST-free. Thiaumse
that no GST is charged on the rental, but you t@mahe tax paid on inputs. The GST-free provision
requires that the residential accommodation be igeal for less than 75% of the GST-inclusive
market value.

Manses owned by the Congregation, and occupied lnystdrs, are part of the enterprise of the
Church, not the provision of residential accommumtatand therefore GST fre@lease refer though
to the note on page 412 re current discussions withe ATO on this matter.

20. How are ministers’ benefit accounts affected by GST ?

*  Ministers are not required to have an ABN or regigbr GST.

*  Fringe benefits provided to ministers will remakempt insofar as they are benefits given
in relation to the provision of pastoral care amel tindertaking of religious duties.

e Stipends, are a ‘withholding event’ and are subie®AYG provisions (Refer page 404)

The effect of these agreements is that paymentsviest by ministers in their capacity as religious
practitioners for ministry activities will not bep of the ‘GST’ system.

21. If ‘religion’ is exempt from GST, is carpet in the worship area exempt? What
about the office in the same complex?

There are no exemptions from GST for the Churcler@lare provisions which exclude some supplies
we make from requiring a GST charge. These supplieghose integral to the practice of religion.
However, GST incurred in delivering this supplgigimable. (Refer also next question.)
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22.  What does the ‘religion’ exclusion in GST mean to us?

A supply is GST-free if it is a supply of a servittet is supplied by a religious institution and is
integral to the practice of that religion.

If a congregation is registered, this means thay #thould not charge GST for the practices integral
the practice of religion. At this point we considleis to include:

e weddings

» funerals

e baptisms

* education in the faith

* retreats.

This does not mean that all items associated witle@ding are free. GST may apply if we charge for
additional services associated with a wedding whiely not be integral. (See page 200.)

23. Does withholding apply only if someone is registered for GST ?

A GST registration and an ABN registration areddferent purposes. The 48.5% withholding relates
to suppliers of goods and services who do not bavaBN.

As all congregations will have an ABN, they willatkto ensure that the suppliers providing them
with goods and services in the course of the caajien’s operations are also registered for ane@ hav
an ABN. This applies irrespective of your GST staifiNote: A supplier cannot be registered for GST
if they have not previously, or simultaneously,iségyed for an ABN.)

24.  Our congregation is proposing to sell a property at some time in the future.
Should we have it valued to apply the margin scheme ?

The margin scheme is applicable only where a comialeproperty is sold to a non-registered
organisation. For example, a church building isl4ola private individual. If this occutke valuation
could take place after the sale, but the valuerldvaalue the property as at 30 June 2000. So tkere
no need to have all your properties valued in tasg are sold under these circumstances.

25. ltis our understanding that transactions that are less than $50 may not be
required to have a tax invoice. If no tax invoice is provided on transactions such as
petrol purchases and such transaction relates to religious services, how can credits
be claimed?

Under s.29-80, it is not necessary to have a teoide in order to claim input tax credits where tée
exclusive value of the acquisition does not exc#B@. Despite this, it is still necessary for the
recipient to be able to verify purchases made.dxample, a standard cash register receipt or hand
written receipt should be retained.

26.  Where a supplier fails to provide a tax invoice what documentation will need to
be maintained for compliance purposes? What will the audit procedures be?

Every taxpayer that makes a taxable supply mugt keeords that record and explain all transactions
and other acts engaged in by the taxpayer thaeéreant to that supply. A supplier who is requéste
to provide a tax invoice, but who fails to do sahin 28 days of the request, is in breach of thxe ta
law.

Taxpayers must maintain their records for five gdemm the time of completion of the transactions o
acts to which they relate.
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27. s it true that we can lodge our GST return by the first of the month and the
ATO must pay our refund within fourteen days or pay interest?

If the amount of input tax credit owed to you ieater than the GST on your supplies you will regeiv
a refund. Any refund due will be applied againstuiyother tax liabilities before an amount is
refunded. The Commissioner must pay the refundimiit¥ days of you lodging your Business
Activity Statement (GST return) for that tax peridcterest is payable under the Taxation (Inteoest
overpayment, Early payments) Act 1983. The Commigsi may offset your refund against other
liabilities you may have.

28. When is a payment considered sponsorship rather than a gift or donation?

Where money is provided in return for a supplyaidvertising, a registered organisation receivirgg t
funds will be required to remit 1/11th of the ambueceived as GST. The organisation making the
payment can claim an input tax credit for the G@ildprovided they are also registered for GST.
Where both parties are registered for GST, theadvienpact of the GST will be nil for both parties.

Contra Sponsorship

Where goods or services are provided in returrafbenefit, but without payment changing hands, ie.
advertising, this is a contra sponsorship arrangeénfessuming both organisations are registered for
GST they are making taxable supplies to one anotfach party will have a GST liability for the
supply they have made and an input tax credit lemént for the acquisition they have made
(assuming it is a creditable acquisition). Where t¥alue of the supplies is equal the net amount of
GST for the whole transaction is zero. This is beseaeach party makes a taxable supply and a
creditable acquisition of the same value - the @G8llected and the input tax credit entitlementthee
same. Each party would however need to recordthetsupply and the acquisition.

29. Under what circumstances will memberships be subject to GST? Is there a
clear distinction that can be drawn between membership fees and donations?

Generally, membership fees are payments in retursdrvices or rights and will be subject to GST.
Membership bestows rights to members even whefhéntptangible is supplied.

Gifts are considered under Taxation Ruling IT 2448ch states:

" that a payment made for consideration, howevadeguate, falls outside the concept of a gift for
the purposes of paragraph 78 (1) (a)". The examipken in the ruling was a "100 pound a plate
dinner" where the cost of the dinner was paid duthe proceeds of the subscriptions. It was
considered that the dinner represented considerazeived by the payer, even though
inadequate, and the subscriptions were not all@asgesl deductible gift."

Given the view above regarding gifts, membershipald/not be treated as gifts.

The commercial activities of charities will be thla but the non-commercial supplies by charities
will be GST-free. Anything supplied by a charityf fiegistered for GST) is GST-free if the
consideration is less than 50% of the GST inclushagket value or less than 75% of the "cost of

supply.
It is open for a charity to demonstrate that the@mbership fee is less than 50% of the GST inctusiv
market value or 75% of the cost of the membershimts, and therefore should not have GST added to

it, however, the onus of proof would rest with ttiearity in the event of an ATO investigation or
audit.
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30. With regard to donations, what is a material benefit? When is there a
contractual agreement? How does the grants' ruling affect the treatment of donations
by charitable trust foundations?

Material Benefits
The following are not considered to be a materadiit in relation to the making of a donation:

e Listing of donors on a donor board. That is a neaienowledgment and not advertising.

e The provision of a gift which is directed towardspecific benefit to a person who is not an
associate of the donor. For example, "this donaisoto be used to provide braille books for
children undertaking studies towards the HigheroBtRertificate".

* The provision of a gift in response to a specificgeneral appeal for a specified purpose. An
example of this is an appeal to help victims ohtural disaster.

* The provision of a mere acknowledgment or itemmsidibstantial value (for example a lapel pin,)
as the result of a gift.

e A thank you lunch or dinner to volunteers workiray fan organisation where there is no pre-
existing agreement that such provision will be made

e Membership of a donor club whether or not the meniizes any voting rights, provided the
member receives no material benefit. This will beatter of degree but an example would be a
club where the donor receives things like a cedtt and an infrequent newsletter or a report
upon the progress of projects funded by the donstidhe purpose of the newsletter or report is to
encourage further donations by the members.

The following are considered to be a material bieiefelation to the making of a donation:

* Membership of a donor club where rights other thating rights are bestowed on the member.
An example is where a health promotion body prawitie the member, amongst other things,
advice about their symptoms and medication andaateply newsletter.

« The recipient of the donation confers an entitlemam the member to discounted prices at
functions or events organised and goods or sergiggglied by it.

« The recipient of the donation confers an entitlehmenthe member to use its facilities.
e The donee provides advertising (rather than mekeadedgment) to the member.

31. When is a gift a gift, a donation a donation? For example, how will the sale of
small tokens such as pens, ribbons, pins and the like be treated under GST when run
by charities registered for GST on allocated days such as daffodil day or red nose
day?

Generally, where the item received by the persosgisvalent in value to that of a receipt and the
intention of the person was to donate money rathan purchase an item the activity would be
considered to be a donation and will not give tisa GST liability.

32. Would a tied donation be GST-free?

The elements of a gift are discussed above. A’ 'gét will generally have no GST implications
provided the payment meets the requirements dt digtussed earlier. If the recipient of the dovrat
has called for donations for a specific purposés thill not affect the nature of the payment.
Importantly, there must be no material benefit floagvback to the donor.

33.  Are preference donations subject to GST?

Where a donor makes a donation and communicatdshafar the monies to be used for a specific
purpose, this will not affect the nature of thepayt. Provided the donor does not receive a benefit

September 2003 page 1407



return, and the recipient is not contractually gédi to spend the monies toward a specific purgbse,
payment will constitute a gift. Gifts are not sudtjeio GST.

34. Is GST payable on grants provided by overseas organisations?

The general principles outlined above apply to gran and from foreign entities. The relevant
guestion is whether the supply for which the graméceived is connected with Australia.

35. What happens where a community service agency sells a motor vehicle 2
years after purchasing it for less than 75% of the consideration the supplier provided
(the original market value - will it be GST free despite the fact that the selling price
may not be less than 50% of the market value for a similar second hand vehicle ?

Assuming the agency is treated as a charity thplgug the vehicle for less than 75% of the cost to
acquire the vehicle will be GST free under s38-85the GST Act irrespective of whether the sale
price is greater than 50% of the market value feindlar second hand vehicle.

36. A congregation sells a community hall. The hall has been used for charitable
activities and has also been hired out at commercial rates. How will the sale of the
hall be affected by the introduction of the GST?

The sale of the hall will be subject to the normaeés, as it does not matter how the hall was used
prior to its sale. A hall would be a supply andt ifnet all other relevant tests then it would keated
as a taxable supply.

37.  WiIll the sale of buildings owned by charities and organisations that use them
for non-commercial GST-free activities be subject to GST ? Is the sale of a gifted real
property GST-free, regardless of changes made to that property or usage of that
property ?

The sale of buildings regardless of their prior issgenerally a taxable supply. However, there are
some exceptions to this principle. If the premises, or are intended to be used for residential
accommodation, the sale will be input taxed, unkkgssale constitutes the sale of new residential
premises. An example of a new residential saleldvtne a church that has been turned into a
residence and is sold for the first time as a eg8id. In this instance, the sale would be taxable.

However, if the church had acquired a property asesadential property, any subsequent sale
(provided it was still used for residential purpgjseould be input taxed.

Sales of gifted real property will not be GST fr&eich sales will be treated in the manner described
above.
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Contacts and support

» The Accounting Services or Finance Department®ithiting Church Synod in your state.

e Australian Taxation Office : Not-for-profit Infarle 1 300 130 248.
Wwww.ato.gov.au

* lan Johnston, F.C.P.A., Taxation Advisor, SynoWigtoria and Tasmania.

Telephone : 03-9251-5200, or e-mail : ian.jobngdvic.uca.org.au

Booklets

Many ATO publications are available from either waate.gov.au, or, www.taxreform.ato.gov.au as
PDF files for downloading, or can be printed off.

NAT Number and Title

Subject Matter : Australian Business Number (ABN)

« 2939 Application to register for companies and ptrganisations.
e 2938 Application to register for individuals (sdtaders)

e 2955 Cancellation of registration - application

e 2943 Change of registration details application

e 3346 Should your suppliers quote their ABN?guale for business

Subject Matter : Electronic Commerce

e 3327 Dealing electronically - registration, canatdin or change of details

ATO information

The Australian Taxation Office previously publisredumber of A4 sized booklets called "Giftpack,"
CharityPack," and "ClubPack." At the time of wrgithis edition of the Treasurers Manual, August
2003, these had just been replaced by the followirgications,

e 7966 Tax basics for non-profit organisations
e 7967 Income tax guide for non-profit organisations
« 3132 Giftpack for deductible gift recipients andhdos

Copies can be obtained by ringing the ATO distidautentre on 1300 720 092.

Further information (including other industry-reddt booklets) is available on the above ATO
websites or phone the ATO Not-for-Profit Infolina @ 300 130 248, or Obtain a Fax from the Tax
Office on 13 28 60 or write to ATO at PO Box 9985/bur capital city.
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Other Industry Booklets

Accommodation and The New Tax System

Arts and Culture and The New Tax System

The Building and Construction Industry and The Newx System
Business and Professional Services and The Nevgystem
Child and Aged Care and The New Tax System
Commercial Fishing and The New Tax System

The Communications Industry and The New Tax System
Cropping and The New Tax System

Dairy Farming and The New Tax System

Federal and State Public Sector and The New Tate®ys
The Health Industry and The New Tax System

Higher Education and Training and The New Tax 3yste
Horticulture and The New Tax System

Importing and The New Tax System

Insurance and The New Tax System

The Livestock Industry and The New Tax System

Local Government and The New Tax System
Manufacturing and The New Tax System

Mining and Energy and The New Tax System

Property and The New Tax System

Registered Clubs, Pubs and Hotels and The New yster8
Restaurants, Cafés and Caterers and The New Taargys
Retailing and Wholesaling and The New Tax System
Road Transport and The New Tax System

Schools and The New Tax System

Sport, Recreation and Gaming and The New Tax System
Storage, Hire and Rental and The New Tax System

The Taxi Industry and The New Tax System

The Timber Industry and The New Tax System

Travel and Tourism and The New Tax System

Note: many of these were written pre July 1st, 2000, thedefore the information is fairly basic and
generalistic. Readers also need to be aware thsanie instances, changes in legal interpretatiga ha
occurred as a result of GST rulings etc. issuecksinese publications were written.

Need more information?

If you would like to find out more about GST aiitie New Tax Systeand if you do not speak
English and need help from the ATO, phone the Tating and Interpreting Service (TIS) on 13 14

50.
A TTY service is available by contacting 1300 1384
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Australian Taxation Office Audit

The Australian Taxation office have recently addigduly 2003,) that their involvement with the
community in relation to Goods and Services Tat, mow move from one of education, to one of
checking and compliance. As such, there is now ehnfiigher likelyhood that Churches will receive
both queries on their BAS, and also notificatiammirthe ATO of their intention to conduct an audit.

Treasurers and others should be aware that the Baextremely far reaching powers, however,
these are rarely used except when dealing witlailatnd large scale taxation avoidance, the average
individual and / or entity has nothing to fear frantaxation audit.

In the vast majority of cases, the initial contsetnario for a Congregation will be a phone calirfr

an ATO representative, requesting copies of doctsrignat support the amounts shown on the BAS.
In all cases, please satisfy yourself that thegrersith whom you are speaking is in fact a bone fid
taxation office employee before making confidenitiérmation available. It is unlikely that someone
intent on fraud would contact a Church, howevés frossible. If you have any doubt on the persons
bona fide's, ask for theifull name, a direct line telephone number on which they can be
contacted the location of the ATO office from which theyeatalling, and advise you will call them
back.

Usually, assuming that all is in order, once thforimation requested by the ATO, ie. copies of
invoices, has been supplied, there will generadlynbthing further required. In the event the ATO
disagree with your interpretation of how an iterowdd have been treated, they will contact you again
to explain their belief, and request that you amgodr BAS return. If you require assistance to do
this, they will explain how it should be undertaken

Should the ATO indicate they wish to inspect theiChes records, and request an appointment for an
audit visit, if you do not feel comfortable abouwtniling this on your own, you should contact your
Synod officeas soon as they receive the requekir a visit. Synod office staff will endeavour to
assist by providing advice, support, and if neagssiasing with the ATO on what is required.

ATO Audit staff will always carry identification, Mwork from a presumption that you are innocent
of any wrong doing, and that if there is an ertbat your mistake is genuine, unless they have good
reason to believe fraud has been committed.

If you do not agree with the interpretation plac&da particular treatment of an item by the ATQy yo
do have a right of appeal.

There is a Taxpayers Charter of rights, (NAT 254n{l copies can be obtained from the ATO. The
ATO also have a number of other publications abtel@o assist people in handling queries over their
dealings with the ATO. These are available by teteing the distribution service on 1 300 720 092.

NAT 2549 If you are subject to enquiry or audit
NAT 2550 Your honesty and the tax system

NAT 2549 Treating you fair and reasonably

NAT 2555 Who can help you with your tax affairs
NAT 2556 If you are not satisfied

NAT 2559 Fair use of our access and informatiohe@hg powers
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Glossary of terms

Account on a cash basis means a parish may account for GST on a cash ibasi
turnover is less than $1 million per annum andas h
received permission to do so from the Tax
Commissioner. Where a parish accounts for GST on a
cash basis, its accountable event for sales, isettaipt
of payment and, for purchases, the date of payment.

Accrual accounting records transactions as they happen. It may niesn
there will be two or more entries recorded, suckviasn
the account for the service was issued, as weillhesn it
was paid.

Acquisition is any form of purchase of goods or servicesther
purchase of a right. The only listed exclusion isney,
unless provided as consideration for a supply ohewyo
itself.

Adjusted input tax credit amount  means the total amount of input tax credit feapaperiod
after any increasing or decreasing adjustments haea
made.

Adjustment note is the name given to a document issued by a mugpl
order to increase, decrease or cancel the valaesopply
as the result of an adjustment event.

Annual turnover  does not include sales that are input taxed, evti@re is
no amount paid (unless made to associates), $eeare
not made in connection with the business or entarpr
transfers of capital assets and supplies that ate n
taxable.

Apportionment  Input tax credits can be claimed only for thosechases
that can be clearly attributable to taxable and &8&
supplies. Where something bought may be used fitr bo
taxable and input-taxed supplies, GST credits niest
allocated to each supply on an appropriate badie. T
reasonable allocation of purchases is defined as
‘Apportionment’. For example, a computer may be
bought for your parish that is also used for peamson
accounts. After keeping a log book, it is foundt thd%
of use of the computer is personal. In this cask, 80%
of the GST paid on the computer can be claimed.

Australian Business Number (ABN) is an entity’s identification number allocated liye
Australian Taxation Office when registered in the
Australian Business Register.

Bad debts are debts written off as bad or which are outitanafter
12 months, and which will give rise to an adjustimen
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Branches

Business

Business Activity Statement (BAS)

Capital expenditure

Cash-based accounting

Charity

Commercial residential premises

Commissioner

Company

are a component of an organisation’s structurghé&t
than requiring them to amalgamate their accountimg
GST across all divisions or branches every taxogeri
they are allowed, where they specifically applydtoso,

to register their branches separately for GST mepo
The criteria for separate branch registration legmnmd to
whether the branch has an independent system of
accounting, and can be separately identified bynttare

of its activities, or location.

includes any profession, trade, employment, vooatir
calling, but does not include occupation as an eygad.

means the single form used to account for GSTsanie
other taxes. A Business Activity Statement (somesim
referred to as an activity statement) must be lddgea
registered entity for each tax period.

refers to purchases of capital equipment ratihan t
trading stock or business consumables. Such pwshas
for GST recovery purposes, are treated the sanrades
purchases. That is, the GST incurred on capital
expenditure is recoverable in line with the normadés.

is the system where transactions are recordedvamén
money actually goes in or out, eg. when a parighaid,
or when it pays for goods or services.

is an organisation that undertakes charitablévities.
The term ‘charitable’ has a technical, legal megrihrat
is different from its everyday meaning. Activitiedl be
charitable if they are to benefit the community,some
section of it, through:

a) the relief of poverty or sickness or the needdef t
young or aged

b) the advancement of education

c) the advancement of religion

d) other purposes beneficial to the community.

means:

(a) a hotel, motel, inn, hostel or boarding house

(b) premises used to provide accommodation in
connection with a school

(c) a caravan park or a camping ground

(d) anything similar to residential premises descriimed
paragraphs (a) to (d).

However, it does not include premises to the exteait

they are used to provide accommodation to students

connection with an educational institution thatad a
school.

means the Commissioner of Taxation.

means:

September 2003

page 1413



Consideration

Creditable acquisition

Creditable purpose

Education course
(Government approved)

Electronic payment

Enterprise

* abody corporate

* any other unincorporated association or body of
persons, but does not include a partnership.

is the name given to the payment for any supfly.
doesn’t necessarily require the exchange of moaeg,
can include the doing of any act, or not doing aaty(ie.

refraining from doing something).

means taxable goods or services acquired sotgiardly
for a creditable purpose.

means the extent to which goods or servicesayeired
in carrying on an enterprise other than for theppse of
making input-taxed supplies.

means:

e apre-school course

e aprimary course

* asecondary course

e atertiary course

e amasters or doctoral course

e aspecial education course

¢ an adult and community education course

e an English language course for overseas students
« afirst aid or life-saving course

* aprofessional or trade course

e atertiary residential college course.

means a payment by way of electronic transmission
an electronic format, approved by the Commissioner.
is an activity, or series of activities, done:

¢ in the form of a business

* in the form of an adventure or concern in the ratur
of trade

e on aregular or continuous basis, in the form of a
lease, licence or other grant of an interest iperty

* by the trustee of a fund that is covered by, or by
authority or institution that is covered by, Sub-
division 39-B of the Income Tax Assessment Act
1997 and to which deductible gifts can be made by a
charitable institution, or

* by a trustee of a charitable fund
* by a religious institution
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by the Commonwealth, a State or Territory, or aybod
corporate, or corporation sole, established folipub
purpose by or under law of the Commonwealth, a
State or Territory.

Entity means any of the following:

Financial supply

Financial year
Goods
Grouping

an individual person

a body corporate

a corporation sole

a body politic

a partnership

any other unincorporated association or body of
persons

a trust

a superannuation fund.

is defined as dealings with money, such as lendin
borrowing. A financial supply is any of the categsr
listed in Section 40-5 of the GST legislation.

Examples of financial supplies include:

the creation, keeping or closing of a bank account,
dealings with debt securities (such as mortgage or
debentures), as well as dealings with shares drat ot
equity interests

dealings with trusts, futures, options and warrants

dealings with rights or interest in a superannumatio
fund, as well as the management of a superannuation
fund

» the supply of life insurance.

means a period of 12 months beginning on 1 July.
means any form of tangible property.

is a GST mechanism that allows organisationsibmst

a collective GST return on behalf of several legjatities

if the members of the group are from the same 90%
owned group. One member is nominated as the
‘representative member’ who becomes responsible for
accounting for output tax on all supplies made by
members of the group. The representative member
entitted to all the input tax credits in relatiom t
acquisitions made by members of the group fromidets
the group. The representative member makes a GST
return on behalf of the members of the group. Tlaeee
similar provisions for joint ventures, partnershigsd
trusts that satisfy requirements specified in the
regulations. However, not-for-profit bodies are not
subject to the 90% test, providing that all memludrhe
group are not-for-profit bodies, and are all merabefr

the same not-for-profit association, ie. the ‘unfiare
association’.

September 2003

page 1415



GST-exclusive
GST-free

GST-inclusive

GST-inclusive market value

GST joint venture

GST religious group

GST return

Increasing adjustment

Inflows

Input tax

Input tax credit

Input taxed

means GST is not included.

(supplies) are those where the supplier doeschatge
output tax on his or her supplies, but claims guirtax
credit on the goods and services used to make those
supplies.

means GST is included in the price.

is the market value of the consideration or thimghout
any discount for the amount of GST (if any) payadre
the supply.

means two or more companies are participantsjans
venture for the exploration or exploitation of miale
deposits, or for a purpose specified in the regnat If
registration of the GST joint venture is acceptid,joint
venture operator is the party responsible in respéc
GST matters, and supplies by the joint venture rante
taxable supplies.

means a group of two or more entities that belontpe
same religious organisation, are both registereBT,

are both exempt from income tax and are not mentfers
any other GST religious group. The benefit of finmgna
GST religious group is that supplies made by one
member to another member of the same GST religious
Group are not taxable, each member of the group
accounts for GST separately and submits their oS B
and the GST religious group is treated as oneyefuit

the purposes of working out entitlements to inpax t
credits and adjustments.

is the approved return that is required to begéadby
registered entities, or entities required to besteged,
for the tax period that is applicable to an entsgfor
the purpose of accounting for GST.

is an adjustment of GST in the GST return thatdases
the amount of GST otherwise payable.

are the products and services purchased by an
organisation.

is recoverable GST that has been paid. The njofi

the items and services that an enterprise buys beill
subject to GST. If an enterprise is registeredG&T, it

will generally be able to recover the GST incurad

purchases that are for the purposes of the ergerprhe
recoverable GST is known as input tax.

is a credit entittement or refund for GST paid the
acquisition of the goods or services used to makalie
or GST-free supplies.

means that there is no entitlement to an inputtadit or
refund for things that are acquired or importedrtake
the supply.
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Insurance policy

Invoice

Luxury car

Margin scheme

Member

Net amount

Non-commercial supplies test

Non-deductible expenses

Not-for-profit

Non-taxable

Outflows

Output tax

Recipient

is a policy of insurance (or a re-insurance) Rgfaloss,
damage, injury or risk of any kind, under a cortr@ca
law.

is a document notifying an obligation to makeagrpent.

means a car where the luxury car tax value excéss
luxury car tax threshold, which for 2002/3 is a GST
inclusive price of $57,009 or greater.

is a method of GST assessment whereby the GSI on
taxable supply of real property, as defined, i 4f the
‘margin’. The margin for the supply is the amoumt b
which the consideration for the supply exceeds the
consideration for the acquisition of the real pmbpén
guestion, or the value of the real property, inctpe
circumstances.

in relation to a GST group, means an entity culyen
approved by the Tax Commissioner as one of théiesnti
of the group, as previously defined.

means GST payable for each tax period and is the
difference between your GST liability on taxable

supplies, and the sum of all input tax credits for

creditable acquisitions or creditable importations.

Supplies that pass the test below will be regasdedon-
commercial and be GST-free:

e |ess than 50% of the GST-inclusive market value of

the supply, or

* less than 75% of the cost of the supply.
A special rule applies for accommodation:
* less than 75% of the GST-inclusive market value of

the accommodation, or

» less than 75% of the cost of providing the

accommodation.

for GST purposes means one of a number of phestri
expenses that are not deductible for the purposes o
ITAA 1997, (eg. entertainment) and therefore they a
not creditable acquisitions or creditable impodasi.

association means an entity, all the membershidiware
not-for-profit bodies. (Note: The ATO uses the term
Non-profit.)

in relation to an importation is an importatiohieh, if it
had been a domestic supply, would have been GST-fre
or input taxed.

refer to the products and services your orgapisat
selling or providing.

is the GST charged on goods and services produced

in relation to a supply means the entity to whtble
supply was made.
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Recipient-created tax invoice

Registration

Registration turnover threshold

Supply

Taxable supply

Tax invoice

Tax period

Value

is a tax invoice belonging to a class of tax icesi that
the Tax Commissioner has determined in writing rbay
issued by the recipient of a supply rather than the
supplier. This can only occur in circumstances apgd
by the Commissioner.

means registered for GST with the Commissioner.

for the enterprise is $50,000 (or $100,000 fot-foo
profit bodies).

is deemed to include any form of supply whatsoeve

Supply specifically includes the following:

e asupply of goods

e asupply of services

« the provision of advice or information

e agrant, assignment or surrender of real property

e acreation, grant, transfer, assignment or surreside
any right

* afinancial supply

e an entry into, or release from, an obligation to do
anything

e to refrain from an act

» totolerate an act or situation

or, any combination of the above.

Means a supply made for consideration by anyeiit
the course or furtherance of an enterprise cawiedy
the entity when the supply is connected with Adstra

means a document that is necessary to claimpan iax
credit. It must be in the approved form, is usu@ued
by the supplier, and sets out the Australian Bissine
Number of the supplier and the price of the supphye
regulations can also specify additional requirement

means a period in respect of which an entity gmepits
GST return, which is either one or three months.

of a taxable supply is the price exclusive of GST

Next page is 1500
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