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ATO back down to impact on QIld property developers

An Australian Taxation Office (ATO) back down relating to the GST and property developers will
have great impact in Queensland, according to BDO Kendalls indirect tax expert David Wilson.

The ATO had required GST to be paid back on construction costs when developers changed their
intention from selling to holding on to projects because of market conditions.

“Many developers are affected in Queensland because of the booming property construction
sector in the State over recent years,” Mr Wilson said.

“But because of the recent economic downturn and high interest rates, developers are finding it
increasingly difficult to offload property and this new ATO position, where a developer can
demonstrate it is actively and legitimately marketing the property for sale while leasing it, will have
a big impact.

“It means the developer won't be required to repay 100 per cent of the GST for construction costs
which, under the previous ATO position, is what they’ve had to do since the GST was introduced
in 2000.”

Mr Wilson said this would not only advantage large residential developers who had been calling
on the Federal Government to change the law.

“Property developers come in all shapes and sizes, especially in Queensland, and this will affect
large developers as well as smaller developers who are building suburban six-packs, unit and
townhouse developments,” he said.

Mr Wilson said the property sector was the most problematic when it came to complying with the
GST.

“On the surface this is a good outcome for developers and it will help their cash flow, but the GST
in this area is still an administrative nightmare. While developers won't be required to repay 100
per cent of the GST or construction costs, they will still have to repay some, and this will require
more administration and apportionment,” Mr Wilson said.

“The ruling highlights historical compliance issues with the GST in the property development
sector and the Board of Taxation Review which is currently looking into the administration of GST

needs to come up with a workable solution.”
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Helen Pham of BDO Kendalls on 07 3237 5713 or
Nadia Farha of Three Plus Consulting on 07 3503 5700 or 0408 535 993

Note to editors:

BDO Kendalls offers a wide range of business and corporate advisory services to individuals, clients ranging
from large corporates, to small and medium growth-focused organisations - representing a broad range of
industry sectors, as well as government departments and the public sector.

BDO Kendalls is a member of the BDO International network. BDO International is the world’s fifth largest
international accounting and consulting organisation, with a total fee income of US$ 3.9 billion and a
worldwide network made up of 625 offices in 109 countries. Some 30,000 BDO partners, directors and staff
provide business advisory services throughout the world.

In Australia, BDO Kendalls can offer the expertise of more than 130 partners and directors supported by
over 1000 staff.

Our service lines include: Audit & assurance, Business advisory, Business recovery & insolvency,
Consulting, Corporate finance, Forensic accounting, Corporate & international tax. Our services also include
a range of specialisations, in particular, Accredited family business advisory, Motor dealer services and
Accredited growth services.

BDO Kendalls is a national association of separate partnerships and entities.

Liability is limited by a scheme approved under Professional Standards Legislation in respect of matters
arising within those States and Territories of Australia where such legislation exists.



