Recipient Created Tax Invoices (RCTIs):
Purchaser’'s Perspective

Background
In some businesses, it is practice for the purchaser of goods and services to provide the
Tax Invoice rather than the usual case of the supplier of the goods doing this.

In general, these situations occur when it is the purchaser rather that the supplier who
determines the price. This occurs because the goods may be subject to valuation
determined on factors such as condition, weight or variable market rates. It may also
occur when the public (non-businesses) sells goods to a business.

Some examples of this are:
e Purchasers of Rural Produce such as a stock agent, where the producer sends
their stock to market without setting a price. The price is determined by auction.
e Providers of Grants, where the Grantee determines the amount of the Grant.
e Second-Hand shops, where the shop owner strikes a price with the supplier.
e Scrap Metal Dealers, where the price is determined by the buy-price of the metal
and the weight.

In each of these cases, the purchaser is in a much better situation than the seller to
provide the documentation for the transaction, and will provide a RCTI. AnRCTI is
simply a Tax Invoice produced by the recipient of the goods, but formatted as if the
supplier of the goods created it.

Note that the ATO has requirements determining who can issue RCTTs.

Versions
Applicable to all versions of QuickBooks.

Aim
The aim of this paper is to show how businesses needing to produce RCTIs on behalf of
sellers can do this in QuickBooks.

Example
For the purposes of demonstration, I will look at a Scrap Metal Dealer, and discuss how
the business can run using QuickBooks.
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This process involves a large number of processes, so I will not necessarily detail every
step of the process. My aim is to give an overview of how it can be achieved. You may
want to enlist the help of a Quicken Accredited Consultanti f y o uundgrstarid the
process or are uncomfortable with implementing the process.

SET-UP

Preferences

You will need to activate Purchase Orders via Edit > Preferences > Purchases and
Suppliers > Company Tab > then tick Stock and Purchase Orders are Active.

Chart of Accounts Setup

A good starting point is fo set up your Chart of Accounts to reflect the broad
categories of metal you are buying and selling. T would normally create sub-accounts for
Copper, Lead, Batteries etc under both the Sales and Cost of Goods Sold so the profit
and loss reports have useful information on where I am making my sales and how much
those sales are costing.

+5ales Income

+_apper Income

+Lead Income
+Zost of Goods Sold Cost of Goods Sold

+Copper Cost of Goods Sold

+Lead Cost of Goods Sald
Youmayalsoneed to set up a “Cash Transactions” Bank
running operations of this nature pay their suppliers Cash from monies held in a cash tin.
You wi || need to set up a new Chart of Account s
or “Cash for this.

Tyvpe Bank. v
General Info Cnline Bank, Details

Mame | Cash Tin

[] subaccount of

I also recommend changing the colour of this account by opening the Register (Right
Click on Account > Register then Edit > Change Account Colour.

©2007 Graham Boast Page 2 of 7
Shepparton Computer Solutions Written 24 Apr 07
graham@shepcomputer.com.au Revised:------------



http://www.quicken.com.au/Services/FindAnAccreditedPartner.aspx

Tax Code List Setup

As you will be purchasing from the public and from businesses, you may need to set up
additional Tax Codes for situations where no ABN is quoted and you want fo claim an
input tax credit for the deemed GST.

Without going into the Tax technicalities (do a search for Scrap Metal on ATO ), you
may need to set up additional Tax Codes for tracking non-ABN purchases.

TaxCode Percent Reason
UNDER 10%  To track Input Tax Credits on amounts under $300.
OVER 10%  To track Input Tax Credits on amounts over $300

Additional Tax Codes can be setup via Lists > Tax Code List then Tax Code Button > New.

HE Edit Tax Code
Type ‘Goods and Services Tax |
Tax Code Rate  Description

\UNDER | 10.0% | |ITC under $300

[ ] Tax Code is inactive

No ABN Withholding Setup

In situations where it is necessary to withhold 46.5% tax, you will need to set up an item
to process the amount withheld. This cannot be done as a taxcode, but can be setup as
an Other Charge item linked to an Other Current Liability Account called No ABN
Withholding Payable.

Tvpe
e R A R b e e : 5 O
|Other Charge vl IUze far m|scel|aneou_s labaur, material, ar part
e e " tharges, such as delivery charges, setup Fees, and
service charges,
Zustom Fields
ttom Nameftumber. - [ qubkemof w——
[ This is a reimbursable charge L] Amts Inc Tax
Descripkion Amount or %o [ 1tem is inactive
Mo ABM Withholding Tax Withheld | D465
Sales Tax Code
E——— fecount i
Gl | No ABN Withhalding... | v
©2007 Graham Boast Page 3 of 7
Shepparton Computer Solutions Written 24 Apr 07

graham@shepcomputer.com.au Revised:-----—-—-——-



http://www.ato.gov.au/

Item Setup
The next step would be to setup the items. An example of Domestic Copper is below.

i
Man-stock Park | Use Fpr goods you by bk danF !:re_lckJ like: office
supplies, of materials for a specific job that you
charge back to the customer,
Ikern Marme/umber [ subitem of 1 buyjsell this item in —
CuDomeskic kas
Spelling

This ikem is purchased for and sold ko a specific customer;job

Purchase Information Sales Information [] Amks Inc Tax
Description on Purchase Transactions Description on Sales Transactions
Copper Domeskic Copper Domestic
Cosk 0.50 | per kgs Sales Price 2.00 |per kgs
Purch Tax Code w
Expense Account | Cost of Goods Sold W Sales Tax Code | G57 |+
Preferred Supplier w Income Account | pales w
Barcode

There are a few things to notice with this:

e There is no default tax code for purchases as this will vary according to the ABN
status of the supplier.

wh e

e “This item is purchased for..” is only avail
Other versions will need to set up separate items for the purchasing and the sale

of items.

e “1 buy/sell this item i ndfMeasureyhavelteenws up
activated in the “Purchases & Supplies

Template Setup
To generate the RCTI, we need to modify a Purchase Order Template to act as an RCTT.

The following page shows a Purchase Order that has been modified to act as an RCTI
and incorporate a suppler statement.
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Recipient Created Tax Invoice [FeTt to. !
| cate 15122007
Supplier Detils Purchaser Detils
Toln Smih Stadim Cavstraction & Hardwmare Poy Lid
25 Mak 5t 17 fmstra hia Street
Cioy West 3333 Hamn ehash
Surdeery, 2052
SUPPLIER ABH PURCHAS ER AB N 14 003 348 T30
Descrption Oty Fate Amount
Copper Domestic 00 00 23000
Total £250 00
Statement by supplien
I Becordancs wilh the pay as you go JPAYGE) legskstion and Tax OMcs guideines, | stat
1t thes SRty mada By ma B in e ooursa of an ashidty 5: (Tick appropriata boxes)
ol & prieabe recreatonal pursiit or hobly, of B wholly of & privabe nahee Tof me, of |:
ety esdasriprl Prcsirh rcadnmies Basd, o E
A Siaply mada N a crourretanss under the S il nausiy Coo of campinns Thal would cedindrily reduing |:
&N ATN 12 ba providad, and | SUpDly Sped thincdding provishons shoukd nat spply
Tharetors you shauld nat withhald an amount from the payment you maka to me dor tha suppdy,
Signature
Iy ey ocw
; T T .
e[ ] L/ LT
Frool of ideniby sighbed l2g phota boenosl ‘ehicke po I'.-'-.ﬂc'w: regisirabion detals
| nepsa aighied the aboyve proal of ldentity intermation end heve made resscnable snguines on the ressons
prowicdad nal 1o withheld ram the paymenl. | am esisfied thal the ra ABN withhoiding provisions do ral 1
apply Lo is ransacton. N |—| Yes [
Plams
Signature
oy Momth Yuar
ewe [ [/ [T/ LTI
AT §021 0072008 This statement must be retained for five years.
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ONGOING USE
Ongoing use is fairly straightforward. The following example is a purchase under $300
from a non-ABN supplier (John Smith), Payment is in Cash from the Cash Tin.

When a supplier sells you some products, the first step is to create a purchase order
using the RCTT Template discussed above:

e Open the Purchase Order via Supplier Navigator > Purchase Order

e Ensure that the “Amts | nc Tax"’ box at t he

e Ensure that your RCTI Template is selected.

e Enter the Supplier’™s ABN if the supplier

e Enter items purchased, quantity, rate efc and ensure the Taxcode selected
reflects the purchase: NCG for businesses or Under/Over for Non-ABN suppliers.

e Check that the total at the bottom of the form is correct.

e Print the form.

e Fill in the declaration at the bottom of the form for non-ABN supply.

g Create Purchase Orders

W previous [P Mext &G Print ~ Gl Emal | Fy Find [ Speling By History 5] Journal
Suppler = Class  ShipTo i Template Customise |

|gmith,John v | v |~ [rcTIMetalindustry |vo
Recipient Created Ta>»

Purcha: tails

Stadium Construction & Hardware F
17 Australia Street

Haomebush

Sydney, 2058

SUUPPLIER. ABM
58999 999 999

Diescription by Lnit Late A Cuskomer Arnounk TAX &MT

- [ 3ohn Smith
25 Main Sk
Ciky West 3333

- | Cubomestic “ Copper Domestic

The next step is to pay the supplier:
e Banking Navigator > Cheques
e Change the Bank Account to the Cash Tin
e Enter Date, Cheque Number (use same # as RCTI for Cash) and name of supplier.

When you select the supplier, the following me

: - Open purchase orders exist For this supplier, Do you wank to receive against one or more of
i !  these orders? SRR L il S
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e Another screen will now appear:

5upp|ier| Smith, John | W

Select a Purchase Crder to receive ;
o Drake PO Mo, Merno
[ 1501212007 |7 | Help

e Select the RCTI # (the “Purchase Order”) t

e Purchase details will automatically tfransfer to the Cheque Items tab.
e Tick Amts Inc Tax

= Write Cheques - Cash Tin

W previous O Next &S Print €L Find 5] Journal

Bank Accounk |Cash Tin | Lr Ending Balance $0.00
Ma, -
Date 15/12/2007
Pay ko the Order of Smith, John W $ 250,00
TWDhUI‘ldrEdﬁFt‘y‘dD"arsal'ldEIEEI'ItS******************************
Jobin Sriith
25 Main St

Address | Ciby Wesk 3333

Merma
| Expenses $0.00 I Items $250.00 | il | CashiCheque V|
Ikem Description by LInik Cosk Tax Gaross Ak Tax Amk

CuDomestic Copper Domestic | 500 |K|;|s | 0.50 |LINDER |

e Save and Close and pay the supplier.

Variations on the Theme

22.?3|

e The RCTI can be bought into the Business Cheque Account for payment via Cheque

or Direct Debit
e The RCTT can be bought into a Bill for later payment.

The above example is fairly complex, but similar procedures apply to the other
industries where purchases are made using RCTTs.

-- End --
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