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Digital service providers

Introduction

1. This information sheet (TPB(I)) has been prepared by the Tax Practitioners Board (TPB) to
assist digital service providers who provide tax related software systems to understand the
operation and impact of the tax agent services regime.

2. Forthe purposes of this TPB(l), the term ‘digital service providers’ takes a broad
interpretation and includes entities that develop, write and sell software systems (including
single touch payroll (STP)' enabled software systems)?, or provide e related systems
and services.

3. In this TPB(I), you will find the following information:
e background about the tax agent services regi

e examples of circumstances where a digital
register as a tax or BAS agent (paragraph 1

e examples of circumstances where
register as a tax or BAS agent (pa

at individuals and entities providing tax agent services
reward are required to register as tax or BAS agents with

5. Being subject to &
or BAS services

the TPB.
6. Anindivi OYor company must be registered as a tax or BAS agent to provide
a ‘tax agent AS service’ for afee or other reward (see paragraphs 10 to 16 for

information olNhe meaning of ‘tax agent service’ and ‘BAS service).

7. Any decision abOut whether a service constitutes a tax agent service or BAS service
requires consideration of all the facts and circumstances, including whether the client can
reasonably be expected to rely on that service.

" Single Touch Payroll is a payroll reporting mechanism that allows employers to meet their reporting obligations to the Commis sioner
of Taxation using their own payroll or accounting software.

2 A reference to software or software systems in this information sheet includes a reference to single touch payroll enabled software
and single touch payroll enabled software systems.
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8. ltis also important to note that the fee does not necessarily have to be separately charged
to the client. It can form part of a package or bundle of services offered by the digital service
provider to the client.

9. There are no separate or specific legislative provisions relating to whether digital service
providers need to be registered under the TASA.

Tax agent service

10. A'tax agent service’is any service that relates to:

e ascertaining liabilities, obligations or entitlements of an entity that arise, or could
arise, under a taxation law?, or

e advising an entity about liabilities, obligations or entitlemg
another entity that arise, or could arise, under a taxatio

(Commissioner), and

that is provided in circumstances where the entity ¢
on the service to satisfy liabilities or obligations, and/
or could arise under a taxation law.*

expected to rely
lements, that arise

11. Atax agent service includes, butis not limi 0O:

e preparing or lodging areturn, no
about a taxpayer's liabilities, obligati

tat t, application or other document
r enWtlements under a taxation law

e Qiving ataxpayer advice ab
be expected to rely u

xation [@w that the taxpayer can reasonably
heir taxation obligations

e dealing with the Coimissioner@n bénalf of a taxpayer.

12. Ataxation law inclu
includes BAS ser

and as such the definition of tax agent service

BAS service

13. A ‘BAS sqflies. i ent service’ that relates to:

®  asce @ ra@iities, obligations or entitlements of an entity that arise, or could
arise, Wiler a BAS provision; or

entity about liabilities, obligations or entitlements of the entity or
another ehtity that arise, or could arise, under a BAS provision; or

e representing an entity in their dealings with the Commissioner in relation to a
BAS provision; and

that is provided in circumstances where the entity can reasonably be expected to rely on
the service to satisfy liabilities or obligations, and/or to claim entitlements, that arise or could
arise under a BAS provision.

% Taxation law’ has the meaning as defined in subsection 995-1 of the Income Tax Assessment Act 1997.

* It should be noted that there are a number of services which are specified not to be a tax agent service — see subsection 90-5(2) of
the Tax Agent Services Act 2009 and section 26 of the Tax Agent Services Regulations2022.
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14. A BAS service therefore includes, but is not limited to:

e preparing or lodging an approved form about a taxpayer's liabilities, obligations or
entitlements under a BAS provision

e giving ataxpayer advice about a BAS provision that the taxpayer can reasonably
be expected to rely upon to satisfy their obligations

e dealing with the Commissioner on behalf of a taxpayer in relation to a BAS
provision.

15. Under section 995-1 of the Income Tax Assessment Act 1997, BAS provisions means:

e Part Vllof the Fringe Benefits Tax Assessment Act 1986 (the collection and
recovery of tax provisions)

e Indirect tax laws, including goods and services tax (GST
tax (WET) law, luxury car tax (LCT) law and fuel tax law

e Parts 2-5and 2-10in Schedule 1 to the Taxation A
pay as you go (PAYG) withholding and instalmen

16. ABAS service also includes any service whichthe T
to be a BAS service.®

Examples where a digital seqgce er may need to
register as a tax agent or RS gent

17. Thefollowing are examples of sergi
which the TPB considers would mo
service (including a BAS se nd

es t provided by a digital service provider,
WE|y be covered by the definition of a tax agent

fore would require the provider to be registered.

Example 1 — A client outsQlirces their @tire payroll and accounts work to a digital service

provider.

The digital servig pot only sells the software, but provides an outsourced
payroll/account ice using that software. In the provision of this service they
interpret and ap ation law, whichincludes a BAS provision, and/or represent the

Example 2 —
deliver a specifi€

jgital service provider configures and customises a software system to
axoutcome for theirclient.

The service is provided in circumstances where the client can reasonably be expected to
rely on the service for the purposes of satisfying liabilities or obligations or to claim
entitlements of the client that arise, or could arise, under a taxation law or BAS provision.

5 See subsection 90-10(1A) of the Tax Agent Services Act 2009.
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Example 3 — A digital service provider offers a help desk which provides customised advice
to assist their client to meet a specific tax outcome.

For advice to constitute a tax agent service, the advice would need to relate to the client’s
particular circumstances and would require the interpretation of taxation laws or BAS
provisions. It must also be reasonable for the client to rely on the advice. If these conditions
are met, such advice will be a tax agent service.

Example 4 — A digital service provider offers written tax related advice to their client that is
specific to the client’s circumstances.

For the ertten adV|ce to constitute a tax agent service, the adV|Ce would need to relate to

which in the TPB’s view would not require th
BAS agent.

Example 5 — A digital service provider
packages.

Is accounting software system

rovider who writes and sells non-customised
ent service, even if the software includes tax
i caSe, the digital service provider is merely

ssists the user to meet their own accounting and
aph 19 for additional information).

The TPB considers that a digital ser
accounting software is not
calculators or lodgement f;

the client in meeting their particular obligations and liabilities under a
taxation law oRBAS provision, then the training will not be considered to be a tax agent

service.

Example 7 — A digital service provider offers user manuals or other generic information
(such as fact sheets or examples) to clients to assist themin the use of the software
system.

Where it would be unreasonable for an entity to rely on the advice contained in these
materials as applying to their specific circumstances, the provision of a user manual or other
generic information willnot be a tax agent service.
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Example 8 — A digital service provider offers a help desk to assist clients in the use of the
software system.

If the help is general in nature, does not provide advice about a client’s own, specific
circumstances and there is no reasonable expectation by the client that they can rely on the
help to assist in meeting their particular obligations and liabilities under a taxation law or
BAS provision, then the help desk service willnot be a tax agent service.

Example 9 — A digital service provider offers a SBR26° messaging service for the transfer of
information to the Commissioner.

Where the messaging service does not transform STP data and is merely a portal used by a

Taxation, the transformation of the form
data will not be considered a tax agent se hisYhcludes data transmitted through the
use of STP enabled software, proVg i ervice provider ensures they have
appropriate procedures/proc [ e within the software itselfto ensure that they are

Digital service proWg@ers who are not registered with the TPB

19. Foradigitalls avider to write and sell software system packages and provide

support me ms for the use of that software without being required to be registered
with the TPB, 8@ digital service provider must ensure they have appropriate
procedures/pro@esses in place within the software itself to ensure that they are not

regarded as providing a tax agent service (which includes a BAS service).

6 Standard Business Reporting (SBR) is a feature built into business/accounting software that uses the business transactions
captured in business software to prepare reports. The platform is then used by digital service providers to transmit datato the ATO.
SBR2 is the latest version of this electronic messaging service.
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20. Where a registered tax practitioner is not involved, such procedures/process should
include:

a) presenting the client, or an authorised person of the client, with the data that has
been obtained, calculated and collated into the relevant form that is about to be
transmitted to the Australian Taxation Office (ATO)

b) providing a mechanism for the client or authorised person to review the data about to
be transmitted

c) providinga mechanism for the client or authorised person to verify the correctness
and appropriateness of that data for transmission

d) the software retaining evidence of the verification as per subparagraph (c) above.

21. Aslightly modified process to that described in paragraph 20 abg

procedures/process should include:

a) presenting the registered tax practitioner with the
calculated and collated into the relevant form thagi
ATO

b) providinga mechanism for the registered t
be transmitted

c) providingamechanism for the registere r and client or authorised
person to verify the correctness an ess of that data for transmission

d) the software retaining evidence of the tionas per subparagraph (c) above

22. In addition, the TPBis of t
make it clear to clients wh

ropriately worded declaration is required to
are that the digital service providerisnot a

lentis seeking tax or BAS related advice to rely on
|d request advice from a registered tax or BAS agent.

23.

24. Ultimately clients of the digital service provider need to be aware that the digital service
provider is simply being the transmitter of data to the ATO and not the provider of a tax
agent service.

25. For example, a digital service provider who includes appropriate processes, such as those
outlined in paragraphs 20 to 24 above, and allows their online services identification to be
used to secure a transmission is not providing a tax agent service (which includes a BAS
service). Therefore, in this situation, a digital service provider would not need to be
registered as a tax or BAS agent with the TPB.
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Digital service providers that provide tax agent services

26. If a digital service provider has an intention to provide a tax agent service that is relied upon
for a fee or other reward, the following options are available:

a) Subject to meeting the eligibility requirements, the digital service provider could
register as atax or BAS agent.

For partnership or company registration, this does not necessarily require the person
providing the service, for example an employee, to be registeredin their own right. The
company or partnership can be registered if they have a sufficient number of registered
individuals, being registered tax practitioners, to provide services to a competent
standard and to carry out necessary supervisory arrangements.

to either personally undertake the work or to sup
are providing the tax agent service. This arrange
of a registered tax practitioner on afull-time basis.
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