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Tax Insights 

The ATO’s expectations to obtain assurance in relation to 

tax governance 
 

Snapshot – It’s raining ATO reviews! 

As summer beckons amid a shortage of rainfall, one area where there’s a veritable deluge is in the number and 

extent of Australian Taxation Office (ATO) tax reviews! 

 

Earlier this year, the ATO shared a ‘Top 1000 Findings Report’ (the ATO Report) which highlighted its key 

findings from over 280 streamlined assurance reviews (SARs) conducted to March 2019 on large public and 

multinational taxpayers, as part of the Justified Trust program. So, what has happened over the course of 

2019? 

 

Jeremy Hirschhorn, Second Commissioner Client Engagement Group at the ATO, in a recent address to Deloitte, 

noted that while the SAR program (and the corresponding Top 100 program) has had a positive effect on the 

documentation of corporate groups’ tax governance frameworks, there was still a disconnect between the 

documented frameworks and actual corporate behavior. That is, there were instances uncovered of corporates 

whose tax governance policies indicated a conservative approach to tax risk management but, who were still 

engaging in higher risk tax behaviour.  

 

This is an important insight. In assisting our clients to enhance their tax governance frameworks, Deloitte’s Tax 

Governance team always emphasizes the need for the tax policies to be “lived” in deed as much as in word. 
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In that same address, Mr. Hirschhorn also raised the interesting point that he has approximately the same 

number of case officers at his disposal to ‘police’ tax compliance in Australia, as does his counter-part at the 

Internal Revenue Service (IRS) in the United States. The US economy is approximately fifteen times the size of 

that of Australia. This relativity suggests the likelihood of detection for lax tax compliance and/or high-risk 

behaviour in Australia is very high.  

 

Let us have a look at the current ATO review agenda. 

 

Overview of current ATO SAR activity 

Since the publication of the ATO Report, the number of SARs the ATO has completed is now in excess of 600, 

with approximately 300 SARs in progress. In addition, the GST SAR program has commenced, and SARs have 

commenced in relation to the Top 500 and High Wealth Private Groups. While the initial Top 1,000 SAR program 

continues, the ATO’s “Next Actions” teams have already commenced follow-up activity for Top 1,000 taxpayers 

who scored a “Low” overall assurance rating or, a ”Medium” overall assurance rating with at least one red flag. 

 

There is an apparent relentlessness about the combined SAR programs, and the activities described above send 

a clear message from the ATO that large public and private groups alike should take tax governance very 

seriously. Given that the initial publication of the ATO’s Tax Risk Management and Governance Review Guide 

(the Guide) was in 2017, the ATO believes the corporate sector has now had ample time, and warnings, to 

address the implementation of appropriate tax governance frameworks. 

 

Income tax Top 1000 governance reviews 

The findings of the ATO Report to January 2019 revealed that while the majority (70%) of the Top 1,000 cohort 

could provide evidence that a tax control framework (TCF) existed (Stage 1 rating), at that stage a mere 1% 

received the highest Stage 3 rating: that the TCF had been subject to independent testing and the results had 

been reported to the Board (or a Board sub-committee such as an Audit & Risk Committee). Even to award a 

Stage 2 rating the ATO is increasingly requiring a detailed tax control testing plan to be in place. 

 

These findings point to the focus of the “Next Actions” being towards seeking assurance that tax control testing 

is implemented and reported at Board level. Our Tax Governance team has practical experience in assisting 

clients to review their tax governance frameworks and test their documented tax controls. 

 

GST SARs 

In August 2019, the ATO had commenced 49 GST SARs with a program to undertake 100 GST reviews per year 

over a four-year period, chosen on a risk assessment (e.g. BAS errors) basis. Each year’s activity will be 

comprised of 20 Top 100 and 80 Top 1000 reviews. Compared to the income tax SAR, the GST version is, not 

surprisingly, more heavily focused on IT systems.  

 

Based on the initial GST SARs, the ATO has reported that it is seeing an increase in taxpayers engaging external 

advisors to assist in self-assessing the design of their GST control framework. An additional early finding is that 

incorrect reporting (often inadvertent) is the main GST risk identified through these reviews.   

 

Other key risks observed by the ATO at these early stages of the program include deficiencies in the GST 

reporting review and approval processes, gaps in the IT control framework for GST and data integrity issues, as 

well as certain GST technical risks, including M&A activity where the financial acquisitions threshold (FAT) has 

not been monitored accurately.  

 

It is now almost two full decades since the GST was introduced in Australia. Often, a “set and forget” approach 

was taken to the implementation of appropriate systems to manage GST reporting. It is imperative that GST 

systems are reviewed regularly to ensure that the data being produced by those systems for GST reporting is 

https://www.ato.gov.au/Business/Privately-owned-and-wealthy-groups/Tax-governance/Tax-governance-guide-for-privately-owned-groups/Corporate-governance-and-tax-governance/Seven-principles-of-effective-tax-governance/
https://www.ato.gov.au/Business/Privately-owned-and-wealthy-groups/Tax-governance/Tax-governance-guide-for-privately-owned-groups/Corporate-governance-and-tax-governance/Seven-principles-of-effective-tax-governance/
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consistent with the current operating environment of the business and accurately reflects the appropriate GST 

treatment.  

 

Deloitte’s Indirect Tax teams have been assisting clients to prepare for and respond to GST SARs, working with 

our Tax Governance team to assist in the development of robust TCFs for GST and other indirect taxes. 

 

Top 500 and High Wealth Private Groups 

The ATO has now extended the SAR program to the Top 500 and High Wealth Private Groups. This program 

underscores the fact that some of Australia’s largest businesses are privately owned.  

 

The Top 500 program is an extension of the ATO’s ongoing Justified Trust initiatives. Previously known as the 

Top 320 program, this program focuses on one-on-one engagement between the ATO and Australia’s largest 

private groups. The reviews involve the ATO issuing requests for information that centre on understanding a 

taxpayer’s business and transactions but also tax governance and tax risks. The Top 500 program will cover 

Private Groups that are not public groups or foreign-owned: 

 

▪ With over $350 million in turnover, regardless of asset value 

▪ With over $500 million in net assets, regardless of turnover 

▪ With over $100 million in turnover and over $250 million in net assets 

▪ That involve a company with total business income of over $250 million and are included in the 

large company tax gap population 

▪ That are market leaders or of specific interest. 

 

The High Wealth Private Groups program covering entities linked to an Australian individual (who together with 

their associates controls net wealth of more than $50 million) will be simultaneously rolled-out by the ATO. 

 

Based on an indicative Top 500 request for information (RFI) the areas of ATO focus will be: 

 

• The private group’s business structure and operations including details of any beneficial ownership in 

companies and/or trusts (including foreign entities); 

• Details of the transactions undertaken for a number of years as well as how these were reported for tax 

purposes; 

• Financial statements and tax workpapers for the taxpayer covering a number of financial years; and 

• Reconciliations between accounting income and taxable income. 

 

There also will be an assessment of whether there is an effective tax governance framework in place for the 

private group. Whether there is effective tax governance across the group will require a number of 

considerations, including the roles and responsibilities of people responsible for accounting, tax and financial 

decision-making, details of the tax reporting process, the existence of any controls to test the accuracy of 

reporting as well as the ways that the group addresses tax risk. Refer to the ATO’s “Seven principles of tax 

governance”. 

 

Private groups can expect a particular focus on understanding more about what the ATO perceives to be key tax 

risks relevant to private groups, including trusts, Division 7A and fringe benefits tax (FBT). Importantly, any 

assessment of tax governance will require evidence to be presented of such matters, which often may not be 

formally documented.   

 

Private groups need to start acting now. Where the Top 1000 program can serve as an indicative guide, private 

groups may have relatively more work to do than their public counterparts to achieve TCF levels in accordance 

with ATO expectations. In particular, while processes and procedures may be well understood throughout the 

private group, formal documentation may need to be enhanced. 

 

https://www.ato.gov.au/Business/Privately-owned-and-wealthy-groups/Tax-governance/Tax-governance-guide-for-privately-owned-groups/Corporate-governance-and-tax-governance/Seven-principles-of-effective-tax-governance/
https://www.ato.gov.au/Business/Privately-owned-and-wealthy-groups/Tax-governance/Tax-governance-guide-for-privately-owned-groups/Corporate-governance-and-tax-governance/Seven-principles-of-effective-tax-governance/
https://www.ato.gov.au/Business/Privately-owned-and-wealthy-groups/Tax-governance/Tax-governance-guide-for-privately-owned-groups/Corporate-governance-and-tax-governance/Seven-principles-of-effective-tax-governance/
https://www.ato.gov.au/Business/Privately-owned-and-wealthy-groups/Tax-governance/Tax-governance-guide-for-privately-owned-groups/Corporate-governance-and-tax-governance/Seven-principles-of-effective-tax-governance/
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What is the ATO looking for to obtain assurance in the Top 500 program? 

As part of the Justified Trust program, the ATO seeks objective evidence that would lead a reasonable person to 

positively conclude that a taxpayer has paid the right amount of taxes. 

 

Based on an indicative Top 500 RFI provided by the ATO, the ATO will request that responses be provided to the 

questions listed below (including providing supporting documentation) for a two-year period. Top 500 or High 

Wealth Private Groups should use these indicative questions to start preparing now for possible enquiries from 

the ATO.  

 

Deloitte’s Tax Governance and Private Groups specialists bring extensive experience from the SAR program to 

assist clients to prepare for and navigate through this latest element of the ATO’s Justified Trust initiative. 

 

Indicative Top 500 RFI Questions 

 

  

Group structure  

 

Provide a chart (or similar documents) showing the structure of the group (including 

companies, partnerships, trusts and superannuation funds) as at 30 June 20XX. 

Advise of any changes to the structure during the review period. Include all entities 

within Australia and foreign entities.   

 

(a) For all companies within the group include:  

 

(i) The company name  

(ii) Company ABN/ACN  

(iii) Names of the beneficial and non-beneficial owners   

(iv) Classes of shares and rights attached, and   

(v) The percentage ownership for each of class of share (vi) the role and 

business activities of each entity within the group.  

 

(b) For each offshore entity or asset your group directly or indirectly have owned, 

controlled or had an interest in at any time during the review period, provide the 

following information:  

 

(i) Type of each asset (e.g. bank account, share, investment portfolio or  

real property)   

(ii) If shares, the name and activities of the entity and percentage of the 

interest held by the Australian entity   

(iii) When the asset was acquired   

(iv) The value in Australian dollars and rationale for valuation  

(v) The name of the entity that owns the asset   

(vi) The jurisdiction in which it is located   

(vii) The jurisdiction of the entity’s source of income  

(viii) The annual amount of revenue that has been earned from each asset   

(ix) An explanation of any amount of income that has not been included in 

Australian assessable income.  
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Alignment between 

accounting and tax 

results  

 

Financial information, Tax reconciliation and working papers  

For all entities being reviewed, provide the following documents relating to the 

review period:  

(a) A statement of comprehensive income with notes (also known as a statement of 

financial performance or profit and loss statement);  

(b) A statement of financial position with notes (also known as a balance sheet)  

(c) Detailed calculations reconciling accounting profit to taxable income (e.g. 

Statement of Taxable Income).  

(d) The working papers which support the calculation of any CGT gain / loss 

(including the applicable CGT event, whether a roll-over has been chosen and details 

of any CGT discount / concessions that have been claimed). 

 

Tax governance 

and risk 

management  

 

Tax governance framework  

The ATO published a tax governance guide for privately owned groups. The ATO 

measures the effectiveness of a corporate’s tax governance against the ‘Seven 

principles of effective tax governance’ for privately owned groups.  These principles 

cover the basic expectations we have for tax governance.  

 

To gain an understanding of the controls and processes of entities subject to this 

review, please provide:  

 

(a) An explanation with supporting evidence of processes and controls in place that 

provide the owner or management with oversight of tax compliance   

(b) An overview of the systems, procedures and controls in place to ensure that the 

financial and tax records of the group accurately reflect a true and fair view of the 

business and investment activities  

(c) The organisation personnel structure, outlining key tax administration roles and 

responsibilities  

(d) Details of a succession plan for both key tax administration roles   

(e) An explanation with supporting evidence of controls and processes in place to 

identify and mitigate new commercial and tax risks relevant to your group  

(f) The name of any entities (other than your tax agent) that provided you with tax 

advice and what that advice was in relation to  

(g) Your approach to ensuring tax lodgement and payment obligations are met in full 

and on time  

(h) The report and findings of any recent internal or independent audit and an 

explanation of how its recommendations have been implemented.  

 

Supporting evidence could include manuals, Information System Risk Assessment 

(ISRA) report, exception reports, internal governance reviews, written procedures 

and other written guidance made available to key decision makers and employees. 

Where no written document exists, state this.   

 

(i) Advise of any errors or omissions in the tax returns (within the amendment 

period) that have not yet been amended or otherwise disclosed and provide 

the details of each error or omission. 

Tax returns 

preparation process 
Provide:  

(a) An overview of the income tax returns preparation process  

(b) Any tools such as flowcharts or checklists that you use  

(c) All the tax working papers relevant to the review period    

(d) The name(s) of the accounting and tax system(s) (for example, software 

including version) used for record keeping and for preparing tax returns and 

schedules.  
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Significant 

transactions, 

acquisitions and 

disposals  

 

Significant new businesses and transactions  

(a) During the review period, did you commence any significant new business or 

investment activities?   

(b) Did you undertake any significant new transactions that does not form part of 

your normal business activities?  

(c) If yes to either question above, provide:   

(i) An explanation of the significant activities and transactions   

(ii) A brief description of how these were financed   

(iii) How tax risks were identified and mitigated.  

 

Restructure - 

Acquisition 

(a) Did you or any entity in your group acquire an interest in an entity (including a 

foreign entity) during the review period?  

 

If so, provide the following for each acquisition:  

(i) Details of any restructure that occurred within your group leading up to or 

at the time of the acquisition (including relevant ABN/TFN)  

(ii) Name and ABN of the vendor  

(iii) Name of the entity acquired (legal owner and beneficial owner) and 

details of the rights attached to the classes of shares and ownership 

percentages acquired   

(iv) Acquisition price and the form of consideration provided  

(v) Name of the purchaser within your group  

(vi) Date of acquisition  

(vii) An explanation of how the acquisition was financed (including the 

provider of the finance and whether it is a related party).  

 

Restructure - 

Disposal 

(a) Did you or any entity in your group dispose of an interest in an entity or business 

(including foreign) during the review period? If so, provide the following for each 

disposal:  

(i) Details of any restructure that occurred within your group leading up to or 

at the time of the disposal (including relevant ABN/TFN)  

(ii) Name of the entity disposed of (legal and beneficial owner) and details of 

the rights attached to the classes of shares and ownership percentages 

disposed of  

(iii) Name and ABN of the purchaser  

(iv) Amount of consideration and the date that it was received  

(v) Relevant share sale agreement (or other transaction document, however 

described)   

(vi) An explanation of how any deferred consideration (e.g. earn-out 

arrangement, if any) has been treated for income tax purposes .   

 

Funding   Provide an overview of the funding structure of your group during the review period, 

including:   

 

(a) Composition of funding (debt / equity) including the entities involved and 

whether it is a related party or third party  

(b) Purpose of funding (if it relates to a debt)   

(c) Cost of funding (if it relates to a debt)  

(d) Changes to the funding arrangements during the review period  

(e) All related party financing risk assessments you have performed as outlined in 

PCG 2017/4.  

(f) Has any entity used cryptocurrency? If so, outline how much, to which entity and 

when? 
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Additional standard 

questions include: 

 

Taxpayer alerts   

For the review period, explain whether you had an arrangement, or a variation of an 

arrangement described by the following Taxpayer Alert(s):   

<A list of relevant Taxpayer Alerts will be provided> If not, explain why you consider 

that the Taxpayer Alert does not apply.  

 

Uncertain tax positions   

Describe any arrangements that you have entered into where you have taken a 

position that is about as likely to be correct as incorrect, or is less likely to be correct 

than incorrect in your income tax return in respect of which uncertainty about 

income taxes payable or recoverable is recognised and / or disclosed in your or a 

related party’s financial statements.   

 

Rulings or advice   

In relation to any private binding ruling (or any other form of advice received from 

us such as general or preliminary advice) which may have applied during the review 

period, confirm:  

(a) That you entered into the arrangement you described to us   

(b) The facts and circumstances you described has not changed   

(c) Whether or not additional facts and circumstances have occurred which are 

relevant to the technical position we provided to you   

(d) That the assumptions, if any, have occurred   

(e) That the technical position we provided to you has been adopted. 

 

 

  



16 December 2019 

08 

 

How Deloitte can help 
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