
1 August 2019 

 

01 

 

 

Tax Insights 

Reportable Tax Position regime extended 

to private companies 

Snapshot 

The Australian Taxation Office (ATO) has released a consultation document on expanding the Reportable Tax 

Position (RTP) regime to large private companies and corporate groups for income years ending on or after 30 

June 2020.  

It’s time to start considering how the application of the RTP regime will affect you and how you will prepare. 
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Evolution of the RTP regime 

Public and foreign owned groups 

The RTP regime and the requirement to lodge an RTP schedule have been in place since 2011. Initially the regime 

was focused on high-risk transactions and arrangements entered into by a small number of taxpayers. Today, 

that is no longer the case. The regime has evolved radically since inception to become a critical part of the ATO 

Justified Trust and compliance process, and now applies to a broad range of taxpayers with many tax issues under 

the spotlight.  

The regime was initially expanded to include all companies in economic groups with a turnover greater than AUD 

250 million where notified in writing by the ATO. Approximately 1,100 taxpayers were required to lodge. 

In February 2019, the ATO announced that for income years ending on or after 30 June 2019, the ATO has moved 

from a notification approach to self-assessment. Accordingly, taxpayers will be required to self-assess whether 

they need to lodge an RTP schedule and will be required to lodge where: 

 They are a public company or a foreign owned company;  

 Their total business income is AUD 25 million or more in the current tax return; and  

 They are part of a public or foreign owned “economic group” (see below) with total business income of 

AUD 250 million or more in the current or immediately prior year. 

The refined criteria and the move to self-assessing RTP obligations for large public companies and foreign owned 

companies are expected to capture a broader range of taxpayers than ever before. The RTP regime will now cover 

Australian entities which are part of a wider economic group but do not consolidate for Australian tax purposes. 

For example, many foreign-based groups have multiple companies operating in Australia, which are not 

consolidated for tax purposes, and those entities may now be subject to the RTP regime. There are complexities 

in self-assessing, given the obscured line of sight taxpayers may have to the broader group and the entities 

lodging Australian tax returns. 

Private companies and corporate groups 

In July 2019, the ATO announced the proposed expansion of the RTP regime to large private companies and 

corporate groups, which will significantly widen the net yet again. This is under the premise that, regardless of 

ownership structure or status, the expansion will “provide a level playing field among large corporate groups by 

ensuring all large businesses have the same obligation to disclose their most contestable and material tax 

positions.”  

It is proposed that the self-assessment criterion will remain consistent for large private entities and corporate 

groups as it does now for public companies and foreign owned entities, i.e. all companies with a total business 

income exceeding AUD 25 million that are part of an economic group with total business income of greater than 

AUD 250 million will be required to complete the RTP schedule. This includes standalone companies with total 

business income in excess of AUD 250 million.  

It is possible that the population of taxpayers within the RTP regime will continue to grow in the future.  

What is an economic group for RTP purposes? 

The ATO’s definition of an economic group includes all entities (companies, trusts and partnerships etc.) that 

lodge an Australian tax return under direct or indirect Australian or foreign ultimate holding company or other 

majority controlling interest. This includes all entities under a single ultimate holding company or under the 

ownership of a single individual, trust or partnership. 

The total business income of an economic group is the sum of total income labels reported in the latest Australian 

tax returns for all members of the group. The income labels are added up in the company tax return (at item 6S), 

but need to be added up manually for trust and partnership tax returns. 

 

https://www.ato.gov.au/Business/Business-bulletins-newsroom/Large-business/Reportable-tax-position---change-to-lodgment-requirements/
https://www.ato.gov.au/General/Gen/Expansion-of-the-Reportable-Tax-Position-Schedule/
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New to the RTP regime? Let’s get you up to speed! 

What is the RTP schedule? 

The RTP schedule is a schedule to the company income tax return. It requires large businesses to disclose their 

most contestable and material tax positions. Through completing the RTP schedule, taxpayers will effectively be 

providing the ATO with a comprehensive “tax roadmap” of their transactions and specified high-risk arrangements. 

The ATO notes that the objectives of the RTP regime are to: 

 Better understand the tax risk for taxpayers, industries and the large market by understanding the 

prevalence of various risks in the large market; 

 Tailor its engagement where it will focus and work with taxpayers on complex high-risk arrangements; 

and 

 Identify areas of uncertainty in the tax law that may need law clarification or legislative improvements, 

or further advice and guidance. 

The RTP schedule should not be seen as just another tax compliance obligation, but should be considered a 

critical element of a company’s tax risk governance framework and compliance preparation process. 

What is a Reportable Tax Position and what needs to be disclosed? 

Reportable tax positions fall into three Categories (A, B and C) and the disclosure required on the RTP schedule 

is different for each Category. A materiality threshold applies to Category A and Category B RTPs, meaning that 

a position is only required to be disclosed if its tax effect exceeds the threshold. Category C does not have a 

materiality threshold. 

The ATO will generally ask about arrangements that affect the current and future income years, e.g. arrangements 

that were set up in the current income year or ones that were set up in earlier income years, but still deliver tax 

benefits, unless specified by particular Category C questions. 

Category A Reportable Tax Positions 

Broadly, Category A looks at uncertain tax positions in your income tax return. A Category A RTP is a position 

where it would be concluded in the circumstances, having regard to relevant authorities, that what is argued for 

is about as likely to be correct as incorrect, or is less likely to be correct than incorrect.  

The definition of a reasonably arguable position includes a position that is about as likely to be correct as incorrect, 

as well as a position that is more likely to be correct than incorrect. In other words, depending on the strength of 

the position, a matter may be reasonably arguable but may still need to be disclosed as a Category A RTP (i.e., 

where it is about as likely to be correct as incorrect). 

Category B Reportable Tax Positions 

Category B positions look at uncertain tax positions reflected in your financial accounts. A Category B RTP is a 

material position in respect of which uncertainty about taxes payable or recoverable is recognised and/or disclosed 

in the taxpayer’s financial statements or a related party’s financial statements. The uncertainty is reflected in the 

difference between the position adopted in the company’s tax return and the related taxes payable or recoverable, 

in respect of that position, as set out in the financial statements. 

Tax payable or recoverable balances are based on accounting principles and include the recognition of a contingent 

liability (asset). The definition of “related party” in this context is contained in section 228 of the Corporations Act 

2001. 
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Category C Reportable Tax Positions 

A Category C disclosure must be made where a taxpayer answers “yes” to any Category C RTP question 

(approximately 20 questions). The questions are based on a set of evolving questions produced by the ATO. To 

illustrate the pace of change, there have been several questions added, and refinements to Category C over the 

last 18 months. 

Many Category C matters refer to Taxpayer Alerts and Practical Compliance Guidelines. The ATO instructions state 

taxpayers will need to interpret the question widely, disclosing even where the arrangement is not on all fours 

with the relevant ATO guidance product, the mischief targeted is not present in your arrangement, or you are not 

covered by an example.  

The ATO has indicated that these Category C questions will evolve as public advice and guidance relevant to 

companies in large private groups is released. 

Unless otherwise specified, the questions refer to arrangements and/or transactions taking place in the income 

year covered by the tax return to which the RTP schedule relates. 

There are generally no materiality thresholds for Category C RTPs, unless specifically stated in the Category C 

question. 

Materiality  

For Category A and B RTPs, the materiality threshold is 5% of the company’s Australian current income tax 

expense, calculated in accordance with accounting principles (generally, Australian accounting standards). 

Where 5% of the Australian current tax expense exceeds AUD 30 million (i.e. current tax expense is greater than 

AUD 600 million) the materiality threshold is AUD 30 million. Where 5% of the Australian current tax expense is 

less than AUD 3 million, or there is no Australian current tax expense, the materiality threshold is AUD 3 million. 

The materiality threshold is applied to the “potential adjustment” associated with the relevant tax position. 

Generally, this would be the corporate tax rate applied to the (potential) increase in assessable income, decrease 

in deduction (including tax losses recouped) and decrease in a capital loss available, the (potential) denial amount 

for foreign income tax offsets and/or other tax offsets.  

Disclosure requirements 

For Category A and B positions, the RTP schedule broadly requires a summary of the relevant facts giving rise to 

the position (circumstances, arrangements, transactions) and a summary of the position taken in the income tax 

return (including relevant authorities and practices). A Category C position must be disclosed where a taxpayer’s 

position shares similar characteristics to any of the arrangements targeted by the questions. 

When you may not need to disclose 

Broadly, you may not need to disclose an RTP if: 

 You have applied for a private ruling that covers the RTP; 

 The RTP is covered by an advance pricing arrangement (APA) or there is in place an application for an 

APA that has been accepted into the APA program; and/or 

 The RTP relates to a Category B position where the same position and/or contingent liability (asset) has 

been disclosed in a prior year RTP schedule and the amount has not increased since that disclosure. 

The ATO is interested in proposals for any additional carve outs for large private companies. 
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The RTP regime has teeth 

Significant penalties can apply to RTP reporting. There is a failure to lodge (FTL) penalty if taxpayers fail to submit 

the RTP schedule on time. The FTL penalties can be significant, particularly for Significant Global Entity (SGE) 

taxpayers where the penalty is AUD 105,000 for each 28-day period started that a lodgment is overdue, for up 

to five 28-day periods with a maximum penalty of AUD 525,000 per lodgment. 

Additionally, false or misleading statements in the RTP schedule could give rise to penalties under subsection 284-

90(1) of the Taxation Administration Act 1953. Again, these are higher for SGEs. 

 

The ATO is seeking feedback on its proposal  
 

The ATO is seeking to understand key concerns and constraints of the private market about the proposed 

expansion, including whether the application to 30 June 2020 year ends provides sufficient time to prepare; 

whether there are concerns about the self-assessment criteria/threshold test, any exemptions specific to the large 

private market either in application of the regime or particular disclosures; anticipated difficulties in complying 

with the regime for arrangements established in earlier years; and any other relevant concerns or issues. 
The ATO has requested feedback by 5 August 2019.   

 

What does the proposed expansion mean for large private companies 

and corporate groups? 

It’s time to start considering how the application of the RTP regime will affect you and how you will prepare. The 

ATO has proposed that taxpayers will need to self-assess their lodgment obligations for years ending on or after 

30 June 2020 (with first lodgments due in calendar year 2021), providing a lead time long enough to ensure you 

have reviewed all relevant positions and documented them appropriately. It will be necessary to consider historical 

positions taken where subsequent guidance has been issued by the ATO. Additionally, it is prudent to review and 

update tax governance policies and frameworks to ensure the right processes are in place to reduce tax 

compliance risk and ensure positions are documented appropriately. The RTP schedule is extensive and incorrect 

responses or non-disclosure can attract penalties. 

The RTP schedule supports the ATO’s Justified Trust Top 100, and Top 1,000 programs, and it is used to attain 

justified trust on taxpayers’ tax positions. It is therefore imperative that the RTP schedule is given appropriate 

attention. The ATO has previously noted that transparency is key to achieving justified trust, and the RTP schedule 

encourages taxpayers to be more open and transparent, while reducing their appetite for tax risk. 

There are numerous complex technical and practical issues to be considered to determine whether a RTP 

disclosure may exist, given the breadth of issues and areas that are the subject of the RTP regime. For example, 

tax issues subject to the RTP regime include financing and thin capitalisation, research and development activities, 

permanent establishment, tax consolidation, and even unamended mistakes or omissions. Some very common 

transactions may need to be disclosed, for example, cross border loans, which may require further separate 

analysis and disclosure – it is not just about high-risk transactions. 

Not only is the documentation and assessment of positions important for RTP purposes, it may also be relevant 

from a statutory audit perspective. For example, if an RTP exists, consideration may be required as to whether it 

should be disclosed for accounting purposes as an uncertain tax position in the statutory accounts (and vice 

versa). 

The RTP regime can be daunting given the scope of tax areas and technical issues. Deloitte has developed its RTP 

Identifier methodology to help you identify positions that may require disclosure and help you determine the best 

approach to take. 
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