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Changing the Reporting Basis of the BAS
Cash reporting is based on recording GST on sales and purchases at the time of receiving or paying cash into and out of the bank. 

Accrual reporting is based on recording GST on sales and purchases at the time of invoicing customers or receiving a bill, regardless of the date of payment.

The difference is in the timing. In cash reporting, income and expenses are recorded in the financial period that the cash transaction occurred. In accrual reporting, income and expenses are recorded in the financial period in which the transaction was created.
Most small businesses are eligible to report on a cash basis. Businesses with a turnover of more than $10 million must report on an accruals basis.

Cash reporting is generally a simpler option for small businesses that need to manage cash flow short-term, and that don’t have a large list of debtors and creditors. Accrual reporting provides a longer-term perspective and may be more accurate for planning cash flow when the business actively uses accounts payable and receivable, rather than simply receiving or spending money.
Converting from Cash to Accrual Reporting
Small businesses with a turnover of less than $10 million may opt to use the accrual basis for activity statements. Businesses with a turnover of $10 million or more must use the accrual basis or reporting.
If a business’s turnover reaches the $10 million threshold you will need to swap the reporting basis.
Update the client’s registration details via Online Services for Agents or by phone to change the registration basis.
BAS Adjustments Required
The reporting basis must change from the first day of a reporting period so that the entire month or quarter is reported on the same basis.

Previous activity statements have been reported on a cash basis, meaning that GST was recorded based on payments received or made.

Therefore, you will need to capture the GST on invoices and bills that may have been received during prior periods but are not yet paid and make adjustments on future activity statements accordingly.
Process to Change from Cash to Accrual BAS
· Change the reporting basis in the accounting software from accrual to cash.

· Review the BAS transaction details as usual.
· Run the accrual BAS detail report for the current period, (i.e., the first accrual BAS).

· Run the receivables detail report including GST for the last day of the previous BAS period, (i.e., the last cash BAS).
· Run the payables detail report including GST for the last day of the previous BAS period, (i.e., the last cash BAS).

· The outstanding GST on receivables and payables needs to be reported in the current BAS as it was not reported in a prior activity statement.
· Total the GST collected and paid not yet reported.

· Check the net GST payable by adding the outstanding amounts to the current BAS. 

· Adjust the current BAS by including the amounts not yet reported.

· Keep records of all the reports used to make adjustments to the BAS.
Example
If changing the March BAS to accrual reporting, you will need to refer to reports for both the March quarter and the prior December quarter.

· Export all reports to Excel for ease of tracking transactions and adding up totals.

· Run activity statement reports, including summary and detail – March quarter accrual basis.

· Run receivables detail report including GST – 31 December.

· Total outstanding sales, noting any GST free, exports or not reportable transactions to calculate G1 amount.

· Total outstanding GST collected amount to adjust 1A.
· Run payables detail report including GST – 31 December.

· Total outstanding purchases, noting any GST free or not reportable transactions to calculate G10 and G11 amounts.
· Total outstanding GST paid amount to adjust 1B.
· Calculate the correct amounts to report on the March BAS.
· March accrual BAS GST collected total – plus outstanding GST on receivables not yet reported – equals total GST receivable for March quarter.

· March accrual BAS GST paid total – plus outstanding GST on payables not yet reported – equals total GST payable for March quarter.

· Enter the adjustments according to the accounting software process.
Converting from Accrual to Cash Reporting

Small businesses with a turnover of less than $10 million may be registered for accrual reporting in which case the registration can be swapped to cash reporting if this is more beneficial for the business’ cash flow.
If a bigger business has been reporting on accrual and wishes to swap to cash, either because of reduction in turnover or for managing cash flow, specific permission must be granted by the ATO.

Update the client’s registration details via Online Services for Agents or by phone to change the registration basis if eligible.
BAS Adjustments Required
The reporting basis must change from the first day of a reporting period so that the entire month or quarter is reported on the same basis.

Previous activity statements have been reported on an accrual basis, meaning that GST was recorded based on the transaction dates, regardless of payment received or made.

Therefore, you will need to capture GST that has been paid and claimed in previous periods for which payment was NOT received or made and make adjustments on future activity statements accordingly.

Process to Change from Accrual to Cash BAS
· Change the reporting basis in the accounting software from accrual to cash.

· Review the BAS transaction details as usual.

· Run the cash BAS detail report for the current period, (i.e., the first cash BAS).

· Run the receivables detail report including GST for the last day of the previous BAS period, (i.e., the last accrual BAS).

· Run the payables detail report including GST for the last day of the previous BAS period, (i.e., the last accrual BAS).

· Compare the cash BAS detail with the receivables and payables reports. Highlight receivables and payables that were outstanding at the end of the previous period which have since been received or paid in the current quarter.

· These amounts do not need to be reported in the current BAS as they have already been reported in a prior activity statement.

· Total the GST collected and paid already reported.

· Check the net GST payable by subtracting the amounts already reported from the current BAS. 

· Adjust the current BAS by subtracting the amounts already reported in a prior BAS.

· Repeat this process for every activity statement period until all the outstanding receivables and payables listed at the time of the last accrual BAS have been received or paid.

· Keep records of all the reports used to make adjustments to the BAS.

Example

If changing the March BAS to cash reporting, you will need to refer to reports for both the March quarter and the prior December quarter.
· Export all reports to Excel for ease of tracking transactions already reported and adding up totals.
· Run activity statement reports, including summary and detail – March quarter cash basis.

· Run receivables detail report including GST – 31 December.

· Highlight all transactions that have been paid by customers in the March quarter to calculate extra G1 amount.

· Total cash received in March quarter for invoice transactions reported in prior period BAS to adjust 1A.

· Run payables detail report including GST – 31 December.

· Highlight all transactions that have been paid to suppliers in the March quarter to calculate the extra G10 and G11 amounts.

· Total cash paid in March quarter for bill transactions reported in prior period BAS to adjust 1B.
· Calculate the correct amounts to report on the March BAS.

· March cash BAS GST collected total – less GST collected during March quarter for transactions already reported in accrual BAS – equals correct total GST collected for March quarter.

· March cash BAS GST paid total – less GST paid during March quarter for transactions already reported in accrual BAS – equals total GST paid for March quarter.
· Enter the adjustments according to the accounting software process.
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