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Barter

"This document is provided as guidance concerning GST as it may apply in schools administered by the Department of Education and Training, and should not be interpreted as general guidance on GST matters."

GST Implications
LINK

Material Benefits
Example

The school receives consideration for supplying an advertising service. 
The supply of an advertising service such as the above would not constitute a supply of an education course under the Act, and so would be a taxable supply. GST equal to 1/11th of the consideration received must be remitted to the ATO on receipting the funds. The school should issue tax invoices to registered entities using the advertising service.
Contra-Barter
Where goods or services are provided in return for another service or product, such as advertising, this is a contra supply arrangement. Assuming that both organisations are registered for GST, they are making taxable supplies to one another. Each party has a GST liability for the supply they have made, and an input tax credit entitlement for the supply they have made (assuming it is a GST inclusive supply), where the value of the supplies is equal, the net amount of GST is zero for the whole transaction. This is because each party makes a taxable supply and a purchase of the same value. 

Each party needs to account for GST payable and claim back GST credits from the ATO. Tax invoices need to be issued for each supply in order for the recipient of the supply to claim an input tax credit.

Tip

For this process to be GST neutral for both parties to the transaction, it is important to agree on the same market value for the supplies being made. The ATO accepts that under normal commercial circumstances, the values would be the same.

Example

A school asks the local real estate agent to erect a board on school grounds advertising for the school, that places for enrolment are now available for the next year or that the school fete will be held on a certain date
The local sports store sponsors the school football team by providing the team with new football jumpers and on the jumper is a logo advertising the sport store.

The local florist provides flowers on a daily basis for the office/administration area and the school advertises the florist in the school newsletter.
A school is supplied free paper from an organisation to print the school newsletter and on the last page of the free paper supplied the organisation has pre-printed advertisements from various suppliers advertising their businesses.

Things to remember
The supply of an advertising service such as the above would not constitute a supply of an education course under the Act, and so would be a taxable supply. GST equal to 1/11th of the consideration received must be remitted to the ATO on receipting the funds. The school should issue tax invoices to registered entities using the advertising service
Accounting
The Revenue Chart of Account code, 74402 and GST code (G01).

The Expenditure Account code, 86801 or 89101 or similar for the payment of the tax invoice from the other supplier and the school is entitled to claim back any GST input tax credits by using GST code (G11).

In these examples above there would be no money changing hands between the school and the other party, however the school is required to account for the revenue and expenditure on the school BAS.

Non Monetary Transactions/Barter

Overview

Where goods or services are provided in return for another service or product, such as advertising, this is a contra supply arrangement.  Assuming that both organisations are registered for GST, they are making taxable supplies to one another.  

Each party has a GST liability for the supply they have received and an input tax credit entitlement for the supply they have made (assuming it is a GST inclusive supply), where the value of the supplies is equal, the net amount of GST is zero for the whole transaction.  This is because each party makes a taxable supply and a purchase of the same value.  Both sides of the transaction need to be processed in the system in the same tax period to ensure details are captured on the BAS and remitted to the ATO. Both parties need to issue a tax invoice to the other parties.
Example 1:  Book Supplier
School receives $180.95 worth of commission from bookseller, but rather than receiving the money, the school got books for the same value.

Process a Creditor Invoice for the value of the books  


Code 86201 and GST G11

$180.95

Process a Sundry Debtor Invoice for the same value and code as commission


Code 74103 and GST G01

$180.95

Process the payment of the Creditor Invoice.  Ensure Pay Method is set to No Payment.

Process Sundry Debtor Receipt (Eftpos) and allocate to Sundry Debtor Invoice

The net effect of the two transactions is zero and will not affect the balance of the bank account but it will record the relevant transactions against the BAS.

Both entries can be ticked off against each other when reconciling the bank account.

All supporting documentation to be cross referenced and filed for Audit. Make sure you obtain a Tax Invoice from the Bookseller and issue a Tax invoice to the Bookseller.

Example 2:  Local Real Estate Agency provides a board advertising school programs
School receives free advertising on a large visible board on school property and Local Real Estate Agency gets free advertising at bottom of the board.

Both parties need to agree on the notional value and swap Tax Invoices
Process a Creditor Invoice (against the local real estate agency) for the value of the supply and installation of the Board.  


Code 86801 and GST G11

$320.00

Process a Sundry Debtor Invoice (against the local real estate agency) for the same value and code as Donations (or alternatively 74580 Other Locally Raised Funds)


Code 74102 and GST G01

$320.00

Process the payment of the Creditor Invoice.  Ensure Pay Method is set to No Payment.

Process Sundry Debtor Receipt (Eftpos) and allocate to Sundry Debtor Invoice

The net effect of the two transactions is zero and will not affect the balance of the bank account but it will record the relevant transactions against the BAS.

Both entries can be ticked off against each other when reconciling the bank account.

All supporting documentation to be cross referenced and filed for Audit. Make sure you obtain a Tax Invoice from the Real Estate Agency and issue a Tax invoice to the Real Estate Agency.

Recipient Created Tax Invoices (RCTI)
Overview

Normally, the supplier of a taxable supply provides the recipient a tax invoice for the goods or services.  However, in some circumstances, recipients of supplies can create invoices – known as Recipient Created Tax Invoices (RCTI) – usually where the value of the supply is established by the recipient rather than the supplier.

To use RCTIs, the supplier and the recipient must be registered for the GST and they must have a written agreement that is current and effective when the RCTI is issued.

Examples of where RCTIs may apply at the school level are:

· A school sells books on behalf of a book supplier and in return the book supplier pays commission to the school in the way of books or points to be used to purchase additional books at a later stage.  The school and the book supplier will need to execute a valid RCTI agreement.  Refer to the Tax Unit website for further information http://www.sofweb.vic.edu.au/tax/
Example 1:  Book Supplier
School receives $180.95 worth of commission from bookseller, but rather than receiving the money, the school got books for the same value.

Process a Creditor Invoice for the value of the books  


Code 86201 and GST G11

$180.95

Process a Sundry Debtor Invoice for the same value and code as commission


Code 74103 and GST G01

$180.95

Process the payment of the Creditor Invoice.  Ensure Pay Method is set to No Payment.

Process Sundry Debtor Receipt (Eftpos) and allocate to Sundry Debtor Invoice

The net effect of the two transactions is zero and will not affect the balance of the bank account but it will record the relevant transactions against the BAS.

Both entries can be ticked off against each other when reconciling the bank account.

All supporting documentation to be cross referenced and filed for Audit.

Add a Heading to the Sundry Debtor Section – with a reference back to Creditors

Enquiries

If you have any questions or enquiries, please contact DE&T Tax Compliance Unit on Ph: 9637-3702 or 9637-3281.

e-mail

Greg Hart at hart.greg.j@edumail.vic.gov.au
Mike Collins at Collins.mike.s@edumail.vic.gov.au
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