
Audit expenses can cost you thousands of dollars

The Australian Tax Office (ATO) has stepped
up its tax audit activities for businesses in a bid
to recover significant amounts of unpaid or
underpaid taxes. Basically, the ATO has at its
disposal the most comprehensive records of
business activities in the country and they use
these records to develop industry
benchmarks.These benchmarks are then used
to compare your business against other
businesses in your industry in an effort to
identify those which may be participating in
the cash or hidden economy.

More specifically, the tax office is looking to
see whether your cost of sales and expenses
and a percentage of your turnover fall within
the ‘normal’ range for your industry, based on
the size of your business. Similarly, it monitors
the percentage of non-capital purchases and a
proportion of sales on your BAS return, as well
as the proportion of GST-free sales that you
are reporting. If you fall outside of the standard
range, your chances of receiving an audit are
increased.

TIPS TO AVOID AN ATO TAX AUDIT

- The most obvious one is to be truthful and declare all your income. If you receive cash and
don't declare income your expenses will seem abnormally high.
-Don’t over claim expenses -a common issue that can get you into trouble. Make sure to keep
your records!
-Ensure your BAS is completed properly & accurately and filed by the due date. If you are
having problems with this, have your accountant or tax agent do it for you.
-Large GST refunds that appear out of the ordinary will attract attention.

If a tax breach is identified you will not only have to pay back the tax shortfall, but
most likely an interest component-and this interest will grow the longer the tax bill

is left unpaid. 

Here's a few tips to help you avoid an ATO Tax Audit:


