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Roman Kaczynski talks about
Tax Audit Insurance Policies

If you are new to Audit Shield or Tax
Audit Insurance, | can tell you that
the policy has come along way over
the years. The definitions of what
constitute an audit have become
broader, and the exclusions have
become more acceptable.

For the Full story see page 2.

Welcome to the AIB Newsletter

The AIB newsletter is designed to keep you informed of AlB
and AIB Audit Shield updates and issues, together with some
interesting relevant articles and news.

We hope you enjoy this edition of our newsletter and would welcome
feedback and suggestions for future editions. If you would like other people
within your organisation to receive this newsletter, please forward their email
to us at enquiries@aibrokers.com.au

“Tax and Government Audit Insurance
...made easy”

Secure your tax and government audit insurance

phone 1300 650 758 or visit www.aibrokers.com.au



From the Desk of Roman Kaczynski

Some of you may
have come into
contact with me in
relation to the
processing of a
claim. For those
who haven’t, | am
engaged by Vero to
assist them in validating claims made under
the Audit Shield policy.

I am a practicing accountant who has had experience
and exposure to Tax Audit Insurance for nearly 15 years
both as an insured like yourselves offering participation in
the policy to my clients, but also over the last five years
working with Vero and later AIB in all areas of the policy,
from claims to policy wording, to providing Vero and AIB
a participating accountants perspective.

If you are new to Audit Shield or Tax Audit

directly between AIB and Vero. As the policy gets more
and more acceptance amongst accountants, the number
of claims increases.

Both AIB and Vero have a commitment to making sure
this policy remains the best in the market, and they see
claims processing and handling as a critical point. The
introduction of my services to the process was done to
allow a peer review of claims. Someone who
understands audits, WIP reports, and the workings of an
accounting practice was required to assist the claims
people in Vero to get their heads around claims that were
not typical of what they consider normal claims to be. For
example how do they deal with a claim that they cannot
get three comparative quotes on, one that is always
going to be of a different value depending on which
accounting practice is doing the work. AIB, Vero and |
are working together to improve the claims process.

An example of this is that AIB with the consent of Vero
have introduced a Panel Review made up of partners in
second tier accounting firms, to allow for areas of
contention to be referred for a further peer review.

Insurance, | can tell you that the policy has “Only on four occasions have | negotiated with

come along way over the years. The

definitions of what constitute an audit

have become broader, and the exclusions

have become more acceptable. The issue with better
definitions and less exclusions means the ability to make
a claim have increased. Let me say up front that if there
is any cynical view about the policy with regard to paying
out claims, | can assure you that they are without
foundation. For how ever many claims over $2,000 that
I review for Vero, there are approximately five times that
number that | don’t see under $2,000, that are handled
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the accountant to withdraw the claim.’

To try and put some numbers around this point, please
refer to the attached graphs. Of the nearly 270 finalised
claims | have completed reviews on, approximately 13%
of claims had some sort of adjustment, most are minor.
70% of those adjustments related to WIP items that don’t
relate to the audit. Only on four occasions have |
negotiated with the accountant to withdraw the claim.
Three of those occasions were because of clear evidence
of payment being made after knowledge by either the
client or the accountant of the audit. My understanding is
that the above numbers are fairly representative of the
under $2,000 claims. From the above and the Claims
Paid graph you can see that the policy and the insurer
have a track record of paying the vast majority of claims
with out any, or with only minor, adjustments.

In circumstances where | do not believe a claim will get
up as a valid claim as a whole, as opposed to merely
items within the claim, | will try and talk the accountant
into withdrawing the claim. Withdrawing the claim has
benefits for everyone concerned rather than having the
claim denied. Of course this is at the discretion of the
accountant who has the right to have a different opinion
to mine. In these circumstances as mentioned previously,
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AIB have instigated an accountant’s panel, whereby if my AIB and Vero are serious about making claims an
discussions with the accountant cannot come to a efficient and effective feature of the Audit Shield policy,
mutual position, before the matter is passed onto Vero and as such are continually working on improving the
with my recommendation, the matter may be referred to process, but it cannot be at the expense of the integrity
one or more of the accountant’s panel for their view. of the policy. | am available to discuss any claim issue

you may have, whether potential, theoretical or actual.

“AlB and Vero are serious

about making claims an efficient Total number of claims over $2,000
and effective feature of the N

Audit Shield policy.” s | Denid

Please refer to the attached Claims Process Flow Chart.
The accountant’s panel is made up of tier two accounting
firms in Melbourne and Sydney. The idea behind this is
to give accountants another objective peer review
opportunity, so as claims review will never suffer from
mono interpretation. | refer you to the web site for a
detail description of how the Claim Process works.
www.aibrokers.com.au

No Adjustments

Claims Process Flow Chart

Accountant AlB

Admin Process
Accountant Responses

Claims

Notification Is claim

less than ' ¥
. $2,0007?
Claims _
Finalisation Vero Claims

Documentation Process

Peer Review Pay Claim

Exclusion Check Deny Claim
Quantum/WIP Check

Accountant Responses Query Resolution

~

A

1st Panel Review

2nd Panel Review



ATO Compliance Focus for 2009

Compliance - what the ATO will be
focusing on for 2009

Last year the tax commissioner Michael D’Ascenzo
released the ATO’s compliance program for 2008/09. In
releasing the program, the commissioner stated ‘our
compliance program is an important part of our
“prevention is better than cure” approach to tax
administration, in which we seek to help people
understand and meet their tax and superannuation
obligations at the lowest possible cost to them.’

Below is a guide to the main points identified in the
compliance program for the various sectors.

Individuals

Some areas the ATO will centre their attention on for
individual tax payers are;

Correct reporting of capital gains made from selling
property, shares and other assets.

Deductions claimed for interest on rental income and
expenses.

Monitoring work related expenses, in particular claims
for self-education car and travel expenses - nurses,
medical practitioners and chefs will be targeted.

In individual superannuation related activity, the ATO will
review cases of people making a gain from disposing of
assets to invest in superannuation, and monitor cases
where contributions exceed the contributions limit. They
will also match information provided from super funds to
that provided in income tax returns.

Micro Enterprises
(turnover under $2 million)

Priority areas include the following;

The cash economy and business to consumer
transactions, in particular - 5,000 cash economy
reviews and audits, including, letters, phone calls and
field visits. Data matching will be used to identify
potential non-reporting.

Capital gains on the sales of assets and investments,
especially where small business concessions are
applied.
In the area of super the ATO will increase audits of
employers to ensure obligations are met. They will also
check all new SMSFs where an approved auditor has
reported a breach of regulations.

Small to Medium Enterprises
(turnover between $2 million and $250 million)

This sector has 130,000 enterprises along with high
wealth individuals with $30 million or more in net wealth.
The ATO’s focus will be on the following issues;

Income tax compliance, especially for enterprises
with turnovers over $100 million and including risk
assessment over the next four years. 595 reviews
and 370 income tax and FBT audits will be held.

Increased monitoring of high wealth individuals with
110 audits underway.

Treatment of pre CGT assets, earn-outs and eligibility
for small business CGT concessions.

Large Business
(turnover of more than $250 million)

Around 1000 large businesses in Australia account for
about 35% of the total tax take. A priority for the ATO this
year is to promote good governance, provide greater
certainty for tax risk management and offer options for
obtaining advice and assurance on rulings and the
Advance Compliance Arrangement (ACA) announced in
May 2008.

Isolating compliance risk is being increased with particular
attention being paid to the following;

Significant differences between accounting profit and
taxable income.

The use of tax havens, cross-border arbitrage,
transfer pricing, profit sharing and non-resident
withholding tax.

GST in relation to property transactions, financial
services and international transactions.

Promotion of tax exploitation schemes.

g
o
=

large super funds the Tax Office will examine;

the correct taxation of investment and contribution

income;

trends and unintended consequences arising from

the super simplification measures;

claims for rebates and exemptions;

compliance with the new rules on the

use of funding credits by funds.

To find out more about the Tax Office compliance focus

for this year you can download a pdf of the compliance
program from the ATO website. http://www.ato.gov.au
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Raymond Taggart revenue stream as a result of offering the additional
talks about AIB and service to clients is an added bonus”.
AIB Audit Shield. | th|‘nk it's a big plus for me to offer audit protection
services to my clients. There are thousands of
Raymond Taggart, gocounting fir.ms and only g few hundred offelr audit
founder and director of insurance WhI.Ch hfalps to differentiate my business from
Taggart & Partners is a other accounting firms.
Brisbane based “Unfortunately insurance generally is one of those
accountant. We talked to things people take up when times are good but let it
Raymond about how AIB lapse when times are bad because they think they can
Audit Shield has assisted probably get away without it, however that is exactly
his business. when they need it most”.
‘I initially saw a requirement for AIB Audit Shield when “| think we’ll see an increase in audit activity over the
a number of clients were being audited at a significant next few years as the Government looks for ways to
cost, through no fault of their own. Even when an audit increase their revenue in economically challenging
results in no adverse findings, clients still incur the times. The service provided by AIB has been
accounting fees to defend the issue”. outstanding, they are professional and proactive”.
“For me the core benefit of the AIB Audit Shield offering Raymond Taggart, Taggart & Partners,
is a service that | believe my clients need. The fact that Stones Corner, QLD

the practice has been able to earn an additional

“AlB’s customer service is
prilliant. They have always
solved any issues very
quickly whether it’s
technical or otherwise, and
we have always received
outstanding service. There

“The whole process is very
smooth, especially the
administration process. All
that is required each year, is a
small amount of partner time
to review the client list prior to
the mail out. Even the follow

e

up of our clients is handled by is always that “| care about
AIB. “We have only had a few claims and they have you” vibe. It is important to have a supplier that cares
gone through very smoothly.” about your needs.”
“The people at AIB add a personal touch, everyone has “It has been a good fundraiser for us, it’s a little extra
been able to answer questions. The extensive cover income while providing an additional service to protect
offered by the policy is a real benefit to our clients. our clients best interests.”
Fred Patten, Rosie Munro,
Partner of Marsh & Partners QLD Pty Ltd, Munro Accountants, Broadbeach, QLD

Brisbane, QLD



[t's been a fantastic value
added product...it’s taken a lot
of stress off our practice. Now
we have the audit insurance
we always get full recovery on
WIP. When we made a claim,
it was a very efficient process.
There were very few queries
with the paperwork. The system was very streamlined.
[t took less than 20 minutes to do the paperwork. Our
admin person actually said they would like to set up
our systems as well as AIB’s.

It strengthens client relationships and in the situation
where we have a new client coming on board, it gives
us a competitive advantage against the other
accountants that are just offering straight accounting
services. It adds to our overall service offered.

The whole experience of dealing with audit insurance
has been a positive one. Everyone in the practice feels
that way. Recently it has been one of the best value
added products we have offered and is so simple to
administer.

Simon Lanham,
Herries Davidson & Co, Goulburn, NSW

'\é" Top Tip: Exclusion Check

1. Check dates of notification against your
clients payment date.

2. Check your WIP report to see if any non
audit time is included in the claim invoice,
especially pre and post audit entries.

. Include all finalisation documents.

P Audit Shield™

“Tox Audit

Meet Our Team

Ferdy Ouw
Director

Ferdy has been with AIB for
over four and a half years.
He joined us as an Account
3 Manager in Melbourne,
[ moved to Sydney in 2006
to help establish the Sydney
office where he was made Director in October 2008.
Ferdy’s biggest achievement with AIB to date has been
the development of the implementation process and the

online Tax Audit Insurance software program which has
been the cornerstone of our success.

Originally from Indonesia, Ferdy moved to Melbourne in
1997 and soon proved to be a star academic performer.
After completing his HSC, Ferdy went on to study a
broad range of subjects garnering Bachelor of Commerce
(Accounting & Finance), Bachelor of Arts (German
Literature), Postgraduate Diploma in Software
Development, and Master of Technology.

Always keen to learn, he is now studying Master of
Applied Finance. In addition to his work and study Ferdy
has an array of interests and activities, from tennis,
badminton and soccer to attending concerts, shows and
theatre. As if that weren’t excitement enough, Ferdy’s also
a thrill seeker - he’s already got bungy jumping and
whitewater rafting under his belt and his eyes are now set
on a sky dive.

Closer to home, Ferdy still has plenty of time and affection
to lavish on Coco, his beautiful 8 year old Jack Russell.

Backrow:
(Left to right) Pat Driscoll, David Tediwijaya,
Katrina Goncalves, Wee Hong Tan, Ferdy Ouw.

Front Row:
(Left to right) Caroline Raissis, Jessica Bell,

Chondona O'Brien, Kate Tan.
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Coaches Corner

How h|gh is h|gh’) Under the watchful eye of their coach these firms are
(among other things)...
Currently there are 131

1. Changing their mindset.
firms in our coaching 2. Engaging their team.
program. Here are the 6 3. Going ‘paperless’.
monthly results for those 4. Re-engaging all of their clients.
) - that have been coached 5. Eliminating write offs.
Fob ixon for more than 12 months. 6. Introducing new services.
) 7. Being focussed and disciplined.
These firms are from CBD areas to the smallest country } ) ,
towns. They are sole practitioners through to 7 partner 8. Doing something different!
firms. When they started they were probably just like you How high is high? Your performance is limited by your
and your firm! imagination and you willingness to try something new!
Here’s what these firms have been doing to achieve these For more information on the services of robnixon
fantastic results and become ‘high performing download free articles @ www.robnixon.com or send an
accounting firms.’ email to info@robnixon.com

Accountants Results - July 1 - December 31 2008

Average Result Upper Quartile Best Result

Productivity — fee earners (excluding partners) 72% 79% 94%
Average hourly rate — client charged hours (after write ons) $201 $220 $339
WIP Days 31 15 -4
Debtor Days 50 37 12
Lock up — WIP & debtors combined 80 57 28
Profit before partner salaries 39% 46% 57%

ANZAN David has been chairman/facilitator of seven informal

. networks of accountancy firms, each network with
PI’OfGSSIOI’]&'S around 10 firms and has worked with hundreds of firms
David Connell has an during the last 10 years as a change manager to facilitate
change and improvement. He loves his profession and

accountancy background maintains, “What better clients could you have than

of over 40 years. He has accountants? As a practitioner myself for so long | know
been a partner in Big 4 the problems that keep these people awake at nights,
David Connell and Tier 2 firms. I've begn there”. David travels extensively around
Australia and New Zealand.
Just over 10 years ago David established himself as a David has also addressed a number of accountancy
practice management consultant specialising in conferences (over 30 in the last two years) and written a
accountancy firms. In addition to his accounting number of articles for ‘Charter’, ‘National Accountant’
qualifications as a member of the ICAA and ASCPA, he and ‘BRW’ and provides a newsletter. e-mail bulletin and
also holds specialist qualifications in strategic planning and practice tip sheet service. If you wish to receive these
is a licensed facilitator with a national consulting group. bulletins e-mail him now on anzan@anzan.com.au
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