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Tax Insights 

ATO's Interim Top 500 Findings Report 
Snapshot 

 
The ATO has been running the Top 500 compliance program for a few years and focusing on achieving Justified 

Trust assurance across Australian’s largest private groups. In other words, the ATO is seeking to confirm that 

the private groups are paying the right amount of tax, which requires a higher level of assurance than simply 

confirming that certain tax risks do not arise.  

The ATO has now undertaken a review of 403 private groups across the Top 500 taxpayer population. The ATO 

recently issued its Interim Top 500 Findings Report (click here) setting out key themes, observations and areas 

of focus from the reviews undertaken to date.  

This Tax Insights provides our initial insights and observations on the ATO’s Interim Top 500 Findings Report. 
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Overall and what’s next 

The ATO views the Top 500 Review Program as a great success and reports an ”increase in the tax payable” 

across the Top 500 taxpayer population. The ATO sees this as a direct result of the one -to-one tailored 

engagement with taxpayers. 

Summarised below are the statistics in relation to the status assigned across the taxpayers reviewed by the 

ATO.   

Number of reviews ATO classifications 

52 13% Justified Trust 

121 30% Engaged and progress towards Justified Trust 

187 46% Engaged but no evidence to support Justified Trust 

43 11% Not engaged 

Unwilling to work towards Justified Trust  

Engaged but not yet committed to attain Justified Trust 

The Justified Trust mark by the ATO provides a level of certainty for 13% of taxpayers reviewed and for those 

taxpayers, subsequent scrutiny from the ATO will be limited to a cycle of up to three years of ‘monitoring and 

maintenance’ only (i.e., with a focus on significant transactions and any material changes to the group/ tax 

profile only).   

For the remaining 87% of taxpayers however, the Top 500 work program will be ongoing. Therefore, future 

scrutiny by the ATO is to be expected and ATO resources will be dedicated to taxpayers to bridge the gap to 

move closer towards Justified Trust. 

As taxpayers go through their subsequent cycles of reviews and look to progress towards Justified Trust, risks 

will arise where there have been no improvements made since the previous ATO review across the ATO’s key 

focus areas highlighted and in particular, tax governance.  

Therefore, given the ATO’s expectations, it is essential for taxpayers to continue to invest in the areas of 

weakness identified in previous ATO reviews, be it tax governance and/or specific tax technical risk area (see 

further below). 

The real challenge arises for businesses to balance their lean finance functions against the ATO’s expectations to 

achieve Justified Trust, which can be onerous, particularly in the context of ongoing legislative developments.  

Taxpayers are increasingly having to make practical and commercial decisions in relation to the ongoing ATO 

Top 500 reviews, as to whether to, invest significant resources in engaging with the ATO on their Justified Trust 

journey.  

Therefore, any engagement with the ATO case team needs to be practical in the context of each taxpayer’s 

business, its size and nature of operations. We encourage a continued dialogue with the ATO case team around 

what the taxpayer considers is appropriate for the business balanced against the ATO’s expectations. 

Tax governance and risk management 

The businesses reviewed have lower levels of corporate and tax governance relative to public companies. There 

is recognition from the ATO that private businesses are starting from a ‘lower base’. Nevertheless, the ATO’s 

expectations are that tax governance continues to require significant investment and will remain as an area of 

focus of ongoing reviews. 

Many private groups have complex and opaque group structures and intra-group and related party dealings that 

occur outside of tax consolidation. These areas can give rise to technical tax risks and many of the governance 

arrangements are not always transparent. 
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Common areas of weakness and risk in relation to tax governance for private groups are in: 

• Organisational knowledge around business tax affairs concentrated in the hands of very few people and 

related governance; 

• Lack of documented policies and procedures that support the operation of finance and tax functions; and  

• IT systems are not sufficiently reliable or non-existent. 

Tax governance and risk management is just one of the key factors in businesses failing to achieve and 

progress towards Justified Trust, resulting in follow up ATO reviews, including in some instances, with specific 

focus for example on GST and other areas.   

The ATO sees tax governance as a critical and key foundational area that enables taxpayers to demonstrate 

Justified Trust across the three other areas of their reviews set out below. It is often an area that provides an 

overall comfort or otherwise to the ATO, over broader areas of risks e.g., fringe benefits tax etc. 

The ATO’s Interim Findings Report does not elaborate on broader reviews (e.g., follow up GST reviews) that 

some of the taxpayers are experiencing following the completion of the Top 500 review. Similarly, there is little 

acknowledgement that in some instances the ATO is expecting certain taxpayers to adhere to the published 

guidance for ‘large corporates’ rather than the published guidance for private groups. The real challenge with 

this is that the compliance aspects associated with ‘large corporates’ are significantly more resource intensive.  

Tax risks flagged to market 

As part of the Top 500 reviews, the ATO particularly focuses on Public Rulings, Practical Compliance Guidelines 

and Taxpayer Alerts to establish whether specific risks exist or could arise in the future.   

Examples include areas such as misuses of self-managed super funds and use of non-complying shareholder 

loans and other risks associated with wealth extraction.  

The ATO is keen to see private groups have a process around ensuring that the tax treatment applied to 

ongoing and non-routine transactions is appropriate and in line with the ATO’s prevailing practice and approach 

(as set out in the associated Public Rulings, Practical Compliance Guidelines and Taxpayer Alerts). 

Tax outcomes from non-routine and/or significant transactions 

The ATO is seeking a ‘high degree of confidence’ on the tax treatment of transactions and particularly those that 

are complex and non-routine to the group such as CGT consequences on asset disposals, acquisitions and 

restructures.  

The ATO has identified five key themes that required further assurance: 

1. Approach to tax matters arising from ‘business as usual’ income generating transactions (e.g., income 

treatment - capital vs revenue; assessable vs non-assessable etc.); 

2. Approach to tax matters arising from ‘business  as usual’ expense transactions (e.g., deductions for 

decline in value, losses and their utilisation, inaccurate characterisation of expenditure (revenue vs 

capital) etc.); 

3. Capital gains tax matters arising from non-routine transactions (e.g., business restructures and asset 

sales etc); 

4. Inter-entity transactions including transactions with associates (e.g., pricing of intra-group property 

leases, financing arrangements etc); 

5. Trust distributions (e.g., wealth extraction techniques that misuse trusts and self-managed super funds 

etc). 

These issues are not limited to the above and also extend to an inappropriate access or application of 

concessions (including research and development and capital allowances) and a number of areas of 

international tax (e.g., mistreatment of foreign sourced dividends as non-assessable non-exempt; transfer 

pricing of loans provided by offshore related parties). 
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Differences in accounting and tax results 

The ATO is focused on completeness and accuracy. In other words, that private group reporting is accurate. The 

ATO seeks to understand the end to end process that supports tax return lodgment and key book to tax 

differences. 

This area also closely aligns with the ATO’s focus on integrity reporting and governance around the underlying 

business systems (e.g., the groups accounting records, general ledger and preparation of financial statements).  

The areas that are typically problematic are the misuse of concessions, recharacterisation of receipts and 

expenditure, and omissions of income. 

Conclusion 

The current complexity of legislative developments and ATO practices create a challenging environment, which 

is increasingly burdensome and difficult for taxpayers to administer. The ATO’s focus on risk profiling taxpayers 

following each Top 500 review with meaningful follow up action across taxpayers with specific focus on risk 

areas can be expected to continue until Justified Trust is achieved. 

This coupled with the broader drive for tax disclosure and transparency (e.g., recently introduced Reportable 

Tax Positions reporting for large private groups – click here) places great pressure on businesses to continue to 

improve their tax governance and adopt and evidence robust practices to support their tax filing positions.  

 

 

 

 

 

 

 

  

https://www.ato.gov.au/Business/Large-business/Compliance-and-governance/Reportable-tax-positions/RTP-schedule-expansion-to-large-private-companies/
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