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Introduction and Historical Context

This Policy updates previous advice provided to Schools regarding the treatment of Program Coordinator school arrangements.  Note these arrangements have previously been referred to as Banker/coordinating/cluster School arrangements.

Upon the introduction of GST in July 2000, the DE&T GST implementation team released a general policy that all Program Coordinator school arrangements resulted in transactions between government schools which were appropriations and therefore outside the scope of GST.  As a result, GST was not applicable.

This position was adopted on the basis of the ATO rulings and known information at the time.  In particular, the ATO ruling GSTR 2000/4 described the Commissioner’s position with respect to the GST treatment of Appropriations.  This ruling provided a basis for the Department’s earlier position.

However, the ATO has withdrawn GSTR 2000/4, has issued and later withdrawn GSTR2004/5 and has issued another draft ruling (GSTR 2006/XD) on appropriations.  In general, the ATO position has required a stricter test for payments to be appropriations (although that has softened in the latest draft).  In addition, the Department has liaised with the ATO in relation to the application of the ATO’s position to the various payments and transactions that the Department undertakes.

As a result, this policy has been issued to provide guidance to schools on the treatment of most program coordinator school arrangements.

Structure of this Policy Paper

The paper is structured along the lines of providing the general concepts underlying Program Coordinator School transactions, and then setting out a matrix of example transactions.

There are many different types of Program Coordinator School arrangements across the School system.  However, it is considered that by applying the general concepts and using the examples as guidance that it will be possible for Business Managers and Regional Managers to determine the tax implications of the various types of Program Coordinator School arrangements.

General Concepts

The Policy is based on the following general concepts:

· Funds Received by Program Coordinator Schools from DE&T or the DE&T region

· Expenses Paid by Program Coordinator School

· Funds received from Govt Schools (ie Feeder Schools)

· Funds received from Non-Govt Schools

· Treatment of Casual Relief Teacher (“CRT”) Reimbursements 
(and other Expense Reimbursements)

· FBT Implications

Funds Received by Program Coordinator Schools from DE&T or the DE&T region

It is considered that these payments would meet the ATO requirements for the definition of an appropriation or the payment would not be consideration for a supply and therefore GST would not be applicable.

Expenses Paid by Program Coordinator School

The normal arrangements are that the Program Coordinator school holds the funding in its Official Account and pays all expenses related to the Program Coordinator School Activity (ie Sports carnival etc).  Many of these expenses will involve payments to suppliers or contractors and will include GST.  In order to ensure there are no GST leakages in these arrangements, it is important that the Program Coordinator School claims back all input tax credits (“ITCs”).  However, in order to do this, the Program Coordinator School will need to hold a valid Tax Invoice (ie where the Tax Invoice is addressed to the Program Coordinator School).  Where the Tax Invoice is not addressed to the Program Coordinator School (ie where it is addressed to the Region), there is a risk that the ATO could deny the claim for the input tax credit.

In many instances, the Regional office is involved in organising the Program Coordinator School activity and sometimes the Region may actually instruct the supplier.  Where this occurs, the supplier may address the Tax Invoice to the Region which means that the Program Coordinator School may not be entitled to claim back the input tax credit.  However, it is considered that in these instances, the Region is only acting as an Agent of the Program Coordinator School (since it is the Program Coordinator School that will be actually paying the expense).  As such, where the Tax Invoice is in the name of the Region, it is important to document the agency arrangement.  In this way, it will be clear that the Program Coordinator School can claim the input tax credits on the expense as the Tax Invoice is allowed to be in the name of the agent (and there is documented evidence f the agency relationship).  The appendix below contains a form which can be used to evidence the agency relationship between the Program Coordinator School and the Region.

Funds received from Govt Schools (ie Feeder Schools)

In many cases, the Program Coordinator School will receive contributions from, or will charge, feeder schools in relation to Program Coordinator School activities.  The GST treatment of these funds is subject to interpretation and will depend upon the transactions actually undertaken.  However, in most cases, it is considered that the funds received by the Program Coordinator School will represent a supply for consideration from the Program Coordinator School to the Feeder School.

The following example explains:

School A (the Program Coordinator School) receives $10,000 from DE&T as an appropriation to offset the costs of the local Sports Carnival.  School A hires a venue, buys trophies and awards, engages officials to run the events and arranges all details of the Carnival.  The total costs of these expenses are $22,000 (incl GST).  The local DE&T Regional office assists in this process and it is the DE&T Regional office that arranges the venue hire.  

Schools B-J (the Feeder Schools) will participate in the carnival.  School A requests payment of $1,000 each from Schools B – J to offset the cost of the carnival (after using up the DE&T money first).

GST implications

There is no GST on the funds received from DE&T as these will meet the tests of an appropriation.

School A should claim back all input tax credits on expenses incurred (ie $22,000 / 11 = $2000).  School A should ensure that all tax invoices are in the name of School A, or School A should complete the agency form below in respect of any Tax Invoices which are in the name of the Regional office (ie the venue hire).

The funds received from Schools B – J are in the nature of consideration for the supply of arranging the Sports Carnival for the Schools.  Although School A may not view the transaction this way, School A is actually providing a service to Schools B – J.  The service is arranging the Sports Carnival for the other Schools.  Schools B – J would have an obligation to pay School A for the service it is providing (it may be debatable whether this is a legally binding obligation, but in the circumstances it is considered there is a supply for consideration).  Although School A may consider this is not the case, this is the interpretation that the ATO is likely to draw based on the facts and the relevant case law.

Accordingly, School A should add 10% GST to the amount it “charges” Schools B- J for the supply that it makes to Schools B – J.  School A should issue a tax invoice to Schools B – J.  School A will remit this GST to the ATO and Schools B – J will claim back the input tax credits from the ATO.  The only issue is cash flow timing and Schools should be able to manage this.

Figure 1 – Example of Program Coordinator School arrangement

[image: image2.jpg]e
scol laims patax
s ancons ign

School &

Sehaa)




Funds received from Non-Govt Schools

These should be treated similarly to Funds received from Govt Schools.  In almost all cases, GST will need to be remitted by the Coordinator school on these funds.

Treatment of Casual Relief Teacher (“CRT”) Reimbursements (and other Expense Reimbursements)

Often Program Coordinator Schools will pay amounts to other schools to cover the CRT costs incurred by the other schools.  These will typically occur when the regular teacher has attended a conference or there is an arrangement to pass these funds between schools.  The underlying nature of these arrangements is that the funding is “parked” in the Program Coordinator school and upon requests from other schools, the funding is distributed to the other schools.

It is considered that in most cases, transfers of money between schools to cover CRT costs and other expense reimbursements will not involve taxable supplies.  This is because, in most cases, there will not be an identifiable supply that the transferred money relates to.  All that is occurring is the Program Coordinator School receives funding from DE&T or the Region (this will most likely meet the appropriation tests as discussed above), and then the Program Coordinator School transfers this money to other Schools upon claims from those Schools for CRT or other expense reimbursements.  In these situations, it is considered that the School is not doing anything or providing any service to the Program Coordinator School that the Program Coordinator School is then paying for.  There is no supply for consideration.  The Program Coordinator School is merely holding funds which it then disburses upon application by Schools.  

This will even be the case where there is an earlier taxable supply that the Program Coordinator School has made to the Feeder School.  For instance, a Program Coordinator School may arrange a conference for Schools B – J.  As detailed in example 1 above, this will likely involve the Program Coordinator School making a taxable supply to the Schools B – J where these schools pay the Program Coordinator School for attending the conference.  Subsequent to the conference, Schools B – J may then seek reimbursement of CRT costs from the Program Coordinator School.  This payment by the Program Coordinator School to Schools B – J is not considered to be an adjustment to the original supply, as the payments are unrelated.  The CRT reimbursement payment still retains its nature as a funding payment which does not flow in relation to an identifiable supply.  It is not an adjustment to the original consideration paid for attending the conference.

It is considered that the payment of CRT and other expense reimbursement funding differs from the analysis at Figure 1 above (ie Funds transferred from Schools to Program Coordinator Schools), because in the case of payments for CRT, there is no identifiable supply that the transferred money relates to.

FBT Implications

There may be FBT implications with some Program Coordinator School transactions.  This would be the case where, for instance, a Principal’s Network function is arranged at the local café, food and drink (3 course meal) is provided to the Principals and the meeting lasts less than 4 hours.  Assume the Program Coordinator School arranges the meeting which includes paying the Café for venue hire and all food and drink provided.  The Program Coordinator School then charges the Feeder Schools to recover part of the costs of the network function.

In these cases, the Program Coordinator School is in the best position to know whether food and drink (meal entertainment) is being provided at the Principal Network function, as the Program Coordinator School is paying the bill.  As such, the obligation is on the Program Coordinator School to advise the Feeder Schools of the details of the function and whether food or drink is being provided and even to suggest whether FBT is payable.  The ultimate obligation is on the Feeder Schools to record the relevant FBT details for their employees (ie the Principal) in FBT Tracker, however, the Feeder Schools rely on the Program Coordinator Schools to advise them of the FBT details.  As such, the Program Coordinator Schools must provide all FBT details to the Feeder Schools.

Program Coordinator School GST Treatment Matrix

This matrix focuses on the GST and FBT Treatment from the Program Coordinator School’s point of view.  The GST treatment for the Feeder Schools will obviously be the opposite of the Program Coordinator School treatment.

	No
	Situation
	Funds received from DE&T
	Expenses paid by Program Coordinator School
	Funds received from Govt Feeder Schools
	Funds received from non-Govt Schools
	FBT implications

	1
	Payment of CRT funds (and other expense reimbursement payments)
Program Coordinator school receives funds from DE&T/DE&T region.

Only expenses are payments to Feeder Schools for Casual Relief Teachers or other expense reimbursement payments.  These payments cover the cost of CRTs while employee teachers are attending conferences, PD etc.  Other expense reimbursements could include travel costs, parking costs or other administrative expenses.


	No GST

Appropriation or no supply
	No claim for ITC

GST not applicable as no supply between schools
	–
	–
	–

	2
	Reimbursement of expenses for Network Activities

Program Coordinator school receives funds from DE&T/DE&T region.

Program Coordinator School pays amounts to Feeder Schools to reimburse costs these schools have incurred with respect to Network activities.  (Where this is CRT reimbursements – see Item 1 above).


	No GST

Appropriation or no supply
	No Claim for ITCs  GST not applicable as no supply between schools (Feeder school should claim ITC on original expense).
	–
	–
	–

	3
	Innovations and Excellence program

Program Coordinator school receives funds from DE&T or DE&T region.

Program Coordinator School arranges conference or other expenditure of program (with assistance of region or Coordinator).  School pays expenses of program.


	No GST

Appropriation or no supply
	Claim ITCs

Make sure tax invoices in name of school or sign agency form with DE&T Region
	–
	–
	–

	4
	School Sports Association and or Affiliation Fees

Program Coordinator school may or may not receive funds from DE&T or DE&T region.  Program Coordinator school may charge or receive contributions from schools (Govt. and non-Govt) towards the cost of running the Sports Carnival or may charge an Affiliation Fee.

Program Coordinator school arranges Sports carnival, engages suppliers, hires venue et and pays all expenses.


	No GST

Appropriation or no supply
	Claim ITCs

Make sure tax invoices in name of school or sign agency form with DE&T Region
	Include GST (issue tax invoices)

Likely taxable supply being provision of arranging services.
	Include GST (issue tax invoices)

Likely taxable supply being provision of arranging services.
	–

	5
	Information Technology Support arrangements
Program Coordinator school may or may not receive funds from DE&T or DE&T region.  Program Coordinator school may or may not charge or receive contributions from other schools towards the cost of engaging/employing the IT support consultant.

Program Coordinator school meets the costs of IT contractor and travel costs etc.  Program Coordinator school pays all expenses.  IT consultant could be a contractor or an employee of Program Coordinator school.


	No GST

Appropriation or no supply
	Claim ITCs

If contractor, make sure tax invoices in name of school or sign agency form with DE&T Region.  No GST if IT consultant is on local payroll / employee of program coord. school.
	Include GST (issue tax invoices)

Likely taxable supply being provision of arranging services.
	–
	–

	6
	Joint School camp facilities 

Program Coordinator school may or may not receive funds from DE&T or DE&T region.  Program Coordinator school may charge or receive contributions from other schools towards the cost of attending/running the Joint School camp.

Program Coordinator School generally arranges all Camp details and meets costs of camp activities, travel, accommodation and meals.  


	No GST

Appropriation or no supply
	Claim ITCs

Make sure tax invoices in name of school or sign agency form with DE&T Region
	Include GST (issue tax invoices)

Likely taxable supply being provision of arranging services.
	Include GST (issue tax invoices)

Likely taxable supply being provision of arranging services.
	–

	7
	SSO District Network Funds (no school contributions)

Program Coordinator school receives funds from DE&T or DE&T region.

Program Coordinator School meets costs of running the SSO network – hiring venues, organising activities etc, running conferences.  School pays all invoices.
	No GST

Appropriation or no supply
	Claim ITCs

Make sure tax invoices in name of school or sign agency form with DE&T Region
	–
	–
	FBT may apply where entertainment is provided
Program Coordinator school to advise individual schools of FBT details

	8
	SSO District Network Funds (school contributions)

Program Coordinator school receive funds from DE&T or DE&T region.  Program Coordinator school charges or receives contributions from other schools towards the cost of running the network.

Program Coordinator School meets costs of running the SSO network – hiring venues, organising activities etc, running conferences.  School pays all invoices.


	No GST

Appropriation or no supply
	Claim ITCs

Make sure tax invoices in name of school or sign agency form with DE&T Region
	Include GST (issue tax invoices)

Likely taxable supply being provision of arranging services.
	Include GST (issue tax invoices)

Likely taxable supply being provision of arranging services.
	FBT may apply where entertainment is provided
Program Coordinator school to advise individual schools of FBT details 

	9
	Principals Association (no school contributions)

Program Coordinator school may or may not receive funds from DE&T or DE&T region.

Program Coordinator School meets costs of running the Principal’s Association – hiring venues, organising activities etc, running conferences.  School pays all invoices.
	No GST

Appropriation or no supply
	Claim ITCs

Make sure tax invoices in name of school or sign agency form with DE&T Region
	–
	–
	FBT may apply where entertainment is provided
Program Coordinator school to advise individual schools of FBT details

	10
	Principals Association (school contributions)

Program Coordinator school may or may not receive funds from DE&T or DE&T region.  Program Coordinator school may charge or receive contributions from other schools towards the cost of conducting the Principals Association.

Program Coordinator School meets costs of running the Principal’s Association – hiring venues, organising activities etc, running conferences.  School pays all invoices.


	No GST

Appropriation or no supply
	Claim ITCs

Make sure tax invoices in name of school or sign agency form with DE&T Region
	Include GST (issue tax invoices)

Likely taxable supply being provision of arranging services.
	–
	FBT may apply where entertainment is provided
Program Coordinator school to advise individual schools of FBT details

	11
	Music Program

Program Coordinator school may or may not receive funds from DE&T or DE&T region.  Program Coordinator school may charge or receive contributions from other schools towards the cost of conducting the Music program.  Program Coordinator school may also charge parents for students attending Music program.

Program Coordinator School meets all costs of conducting the program including purchasing hiring instruments, engaging/ employing instructors, hiring venues.


	No GST

Appropriation or no supply
	Claim ITCs

Make sure tax invoices in name of school or sign agency form with DE&T Region
	Include GST (issue tax invoices)

Likely taxable supply being provision of arranging services.
	Funds from parents of Program Coord. school
	–

	
	
	
	
	
	GST-free if related to curriculum, instrument sales taxable
	–

	
	
	
	
	
	Funds from parents of other school
	–

	
	
	
	
	
	Include GST

Not GST-free as not Program Coord students school
	–

	12
	Cluster Outdoor Education programs 

Program Coordinator school may or may not receive funds from DE&T or DE&T region.  Program Coordinator school may charge or receive contributions from other schools towards the cost of conducting the Outdoor Ed programs.

Program Coordinator School meets the cost of conducting the programs including venue hire, arranging activities, engaging/employing instructors.


	No GST

Appropriation or no supply
	Claim ITCs

Make sure tax invoices in name of school or sign agency form with DE&T Region
	Include GST (issue tax invoices)

Likely taxable supply being provision of arranging services.
	–
	–

	13
	Regional Computer Bureau

Program Coordinator school may receive funds from DE&T or DE&T region.  Program Coordinator school may charge or receive contributions from other schools towards the Bureau’s costs.

Program Coordinator School pays the invoiced costs of the Bureau.


	No GST

Appropriation or no supply
	Claim ITCs

Make sure tax invoices in name of school or sign agency form with DE&T Region
	Include GST (issue tax invoices)

Likely taxable supply being provision of arranging services.
	–
	–


If Business Managers are unsure as to the GST treatment of revenue received from other Schools for Program Coordinator school arrangements, it is generally preferable to add GST and issue tax invoices to the other Schools.  This would minimise risks to the Schools involved, particularly in light of the ATO Practice Statement PS 2002/12 when GST has incorrectly been charged on a non-taxable supply.
Appendix – Agency Statement – Program Coordinator Schools

INVOICE PAYMENT AUTHORISATION FORM for PROGRAM COORDINATOR SCHOOLS FROM REGIONS 
Purpose of this form
To be completed by the Region to request that a coordinating school process an official tax invoice for payment where the Region is acting as the “AGENT” of the School.    
Agency relationship statement on status of payments:

· Payment directly to suppliers arranged by Region as agent for School for the provision of a supply or service that is GST free or GST inclusive;


(Attached are Tax Invoices and other amounts supported by documentation for payment)

· Reimbursement of regional invoices (refer attached);

Name of school:             
_________________________________





 Program Coordinator school 
Purpose of Expenditure:
_______________________________________________________


_______________________________________________________



Eg school sports association distribution to host schools
Name of Supplier(s):
_______________________________________________________

Amount(s)
_______________________________________________________
GST Status:

_________________________________


     Is there GST in the attached invoice?

FBT Status: 

These funds have attracted an FBT Liability

( 
(Refer FBT Bulletin No 1)


The event has been recorded in FBT Tracker
(


I have recorded the event in FBT Tracker

(
I certify that the goods/services have been received and that the account is authorised for payment.

Authorised officer


Name:
 ___________________________________

Position:
 ___________________________________


Regional Director (or nominee) to sign


(Must be within officers financial delegation)

Signature:
____________________________________

Date:
__________/____
Meta Data
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