ATO Introduces New Annual Self-Review Process for Not-for-Profit Organisations: Key Steps and Requirements

WHAT IS IT ALL ABOUT?

In a significant update effective since July 1, 2023, the Australian Taxation Office (ATO) has mandated a new annual self-review process for non-charitable Not-For-Profit (NFP) organisations with an active Australian Business Number (ABN). The initiative aims to enhance compliance and transparency in income tax exemption self-assessment and specifically affects entities like Lions Clubs, which self-assess as income tax exempt.

HOW WILL IT AFFECT YOUR LIONS CLUB?

Non-charitable Not-For-Profit (NFP) organisations, such as Lions Clubs, traditionally qualified for income tax exemption through self-assessment based on ATO criteria. Before July 1, 2023, these organisations were not obligated to provide evidence of self-assessment, but periodic reviews were advised. However, a significant change took effect from July 1, 2023, requiring NFP organisations with an active ABN to submit an annual self-review return to maintain income tax exemption eligibility. The inaugural return for the 2023-2024 financial year must be lodged between July 1, 2024, and October 31, 2024, through the ATO’s Online Services for Business. Failure to comply may result in the loss of income tax exemption and potential penalties.

Key Steps for Lions Clubs to Ensure Income Tax Exemption:

1. Update Associates on the Club’s ABN:
   - Organisations must ensure their ABN details are up to date by contacting the Australian Business Register (ABR). Cancel any existing ABN’s where duplicates have been created.

2. Digital Identity Setup:
   - At least two Associates need to set up their personal Digital Identity using the myGovID app on a smart device. These may be any Directors approved by your Club Board and we encourage you to consider how you will handle your Board’s changeover each year to keep this access and report up to date. You may need to have more than two for continuity.

3. Connect Personal myGovID to the Club’s ABN:
   - Associates should link their myGovID to the Club’s ABN using the Australian Government’s Relationship Authorisation Manager (RAM) service.

4. Login to ATO’s Online Services for Business:
   - Associates must log in to the ATO’s Online Services for Business using their personal myGovID and familiarise themselves with the service.

5. Complete Income Tax Status Review Worksheet:
   - Organisations are required to complete the current income tax status review worksheet to confirm their eligibility for income tax exemption.

6. Review Governing Documents:
   - Organisations should review their governing documents (Constitution & By-Laws) to ensure compliance with income tax exemption self-assessment requirements.

7. Lodge Annual Self-Review Return:
   - The first annual self-review return must be lodged in the ATO’s Online Services for Business between July 1, 2024, and October 31, 2024. This may require Club’s to hold their AGM’s and complete audit requirement prior to the ATO submission date.

8. Update your Club Constitution:
- New clauses have been added to the standard Lions Clubs International Club Constitution template. Clubs are encouraged to update their Constitutions prior to 30 June 2024. Updated template has been sent to all Club Treasurers, please refer to the Q1 Hub for additional copies.

WHAT HAPPENS NEXT?

For Further Information or Assistance:
1. Speak with your Tax advisor, Auditor, or the Australian Tax Office for specialist advice.
2. Contact the Cabinet Treasurer (cabtreas.q1@lions.org.au), District Governor Team or your Zone Chair for Lions International specific queries.
