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Summary

The aim of this document is to provide a breakdown of the required actions for all users of
emPOWER in transition from the 12.5% GST rate to new 15% GST rate effective 1 October 2010.

We have listed the required actions in chronological order of firstly, prior to 1 October, secondly
when you are ready to start processing transactions at the new rate (i.e. on 1 October or maybe a
few days after that) and thirdly when you have to do your GST 101 return that covers the period
ending 30 September 2010.

To assist you with this process Intersoft Systems have developed a number of reports, scripts and
patches that may or may not be applicable to your business. These will be covered by the monthly or
annual licence fees. However there will be a charge for Full Circle’s support time in assisting you to
implement these requirements. Setting up the reports and scripts will involve some support and we
strongly suggest you seek our assistance in running any patches — as a patch by its nature changes
data and certain steps need to be confirmed prior to running any such patches.

Despite all businesses having the same broad requirements to complete GST returns if you are
registered for GST purposes, many differences arise in the way you are running the emPOWER
system, whether you are using inclusive or exclusive pricing, whether you are on an invoice or
payments basis and how and when you will want to commence processing October transactions at
the new GST rate. One document will not fit all and there are several permutations included in these
set-up issues and post 1 October steps. We suggest you read through each of the set-up issues and
post 1 October steps and decide if they are applicable to you or not and then highlight those that
require your attention and possible assistance from Full Circle. You should then contact your local
Full Circle office and discuss the options for implementation and timing of these. That may just
require some phone support, some remote dial up assistance or an on-site visit (or a combination of
all three).

Please do not leave this until the last minute. There will only be so many hours in the day come late
September and resources are finite in how many businesses can be attended to at a time.

For those businesses whose circumstances are not covered within this document (which may relate
to Hybrid GST registrations or where the GST period spans the September / October period) please
contact Full Circle as soon as possible to discuss your particular circumstances.
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Disclaimer

This document outlines the configuration and procedural changes that emPOWER clients may need
to incorporate into their processes for the GST rate increase. It is not a product specification
document.

There may be legislation currently before parliament and this document may be subject to change if
the legislation is amended. Intersoft Systems Limited and Full Circle Business Solutions Limited
accept no responsibility for the accuracy of the contents of this document.

As software developers and support providers we base any changes in this area upon the
information we receive directly from the Inland Revenue Department. However, it is recommended
that independent consultation with a Tax professional is sought to ensure compliance with the new
legislation on an individual basis.
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Pre October 2010

Are you registered for GST purposes and complete GST returns?

Yes — Go to Set-up section below

No —on 1 October 2010 under Tools, Global Options and on the Tax tab change the | and X Rate
values to 15.0% as well as the Tax Rate used in the Tax Period details section in case the system is to
be used for GST purposes in the future. No further action will be required prior to 1 October.

Set-up

Normally the emPOWER system can continue to process transactions over the month end without
any holding of the new month’s processing until the previous month end processing is completed.
For the end of month as at 30 September 2010 it may pay to temporarily suspend processing of
October transactions until a number of processes have been undertaken:
e Reimport all inclusive sell prices having already exported and reviewed these — see set-up
issue 2 below
e Activated the warning pre-commit transaction script and allocated it to all transaction types
as required — see set-up issue 3, 4 & 5 below.
e Change the current | and X rates to 15% under Tools, Global Options on the Tax tab.

Set-up Issue 1
Set up the new tax categories H and W under Tools and Global Options on the Tax tab as in fig A to

allow for the entry of invoices at the old rate post 1 October — leave the existing | and X rates
unchanged until you are ready to start processing transactions at the new 15% rate.

Fig A — new tax categories

W Global Options (2w
General] Calendar Tax] GL/Cash Book ] Branch/Dept ] Stock ] Defaults ] User Defined ] Jobs ] Fixed Assets] Audit]
Tax details. Category  |Description Inclusive Rateﬂ
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Set-up Issue 2

Are you using the emPOWER Item buy or sell price(s) as inclusive of GST for Accounts Payable or
Accounts Receivable invoicing?

If so then Full Circle will create an Intersoft supplied script to run the export inclusive items which
will export the buy and sell prices and apply an across the board increase to incorporate the 15%
GST rate to all prices marked as being inclusive of GST. You can then review or adjust the pricing in
excel or notepad before reimporting the updated prices (when you are ready to commence charging
the new prices).

Set-up Issue 3
Full Circle will create an Intersoft supplied script to Validate Backdating of Invoices. This will check

that all transactions entered with a GST type of | or X GST type that are dated pre 1 October are
queried prior to being committed so they can be amended if required. This reinforces the use of H or
W tax types as a way of entering back dated transactions.

Set-up Issue 4
Full Circle will create an Intersoft supplied script to be used to warn users with backdated journal

batches that are entered into the system post 1 October with a tax type of | or X and dated prior to |
October.

Set-up Issue 5
Full Circle will create an Intersoft supplied script to be used to warn users with backdated Bank Entry

batches that are entered into the system post 1 October with a tax type of | or X and dated prior to |
October.

Set-up Issue 6
Check all existing scripts and VBA imports to ensure there are no “hard coded” GST rates of 12.50%.

Full Circle can assist with a review of the code in VBA templates, import scripts and the like.

Set-up Issue 7
Determine the GST Return type and period that is applicable to your business:

e Invoice basis either 1 monthly with a Period Start of 1/09/2010 or 2 monthly with a Period
Start of 1/08/2010; follow the instruction below when you have completed the GST 101
return for the period ending 30 September.

e Payments basis 2 monthly with a Period Start of 1/08/2010; follow the instructions below
when you have completed the GST 101 return for the period ending 30 September.

e Hybrid (i.e. both payments and invoice basis) or if you have a GST period that spans
September and October; contact Full Circle for instructions

Set-up Issue 8
The following was announced by the IRD on 10/08/2010:

The issuing of tax invoices for pre-October supplies

The first issue relates to goods or services that are supplied on or before 30 September 2010, but
for which the invoice is not issued until early October even though dated before 1 October 2010.
Under the GST Act, it is the date when the invoice is issued that is relevant for determining the
time of the supply, so these invoices could technically be considered subject to the higher rate
even though the goods or services are provided, and the invoice dated, when the rate was 12.5%.
Accordingly, for the GST rate transition, the proposal is that suppliers may treat tax invoices
issued on or before 11 October 2010 for goods or services provided on or before 30 September
2010 as having been issued on the date of the invoice. This is provided that the invoice is dated
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on or before 30 September and payment is due no later than 60 days from the invoice date. A cut-
off date of 11 October has been chosen to provide two weekends to send out invoices in relation
to September supplies.

This means that businesses have up to 11 October to get their September invoices issued to their
customers. Whilst most emPOWER users meet that date every month, some smaller businesses who
can take some time to get their invoices in the mail will need to be aware of this requirement.

Set-up Issue 9
Full Circle will create an Intersoft supplied report that can be used to report on credit notes dated

after 1/10/2020 but applied to invoices issued prior to 1/10/2010 at the 12.5% tax rate.

The GST rate on a credit note is the one that applied to the original supply. So where a credit note
is issued to a supply dated prior 1/10/2010 at 12.5% the credit note must also apply at the 12.5%
rate.

With the new tax categories “H” and “W”, and having run the update patch, emPOWER will apply
12.5% when the original Invoice is selected to credit using the Load Invoice option under Accounts
Payable and Credits.

An adjustment will need to be calculated for entry on your GST 101 return. The custom “Tax
Adjustment (Credit Notes).rpx” report will provide you with the adjustments required for Box 9 / 9a
and 13 / 13a of the GST 101 return.

Set-up Issue 10
Full Circle will create an Intersoft supplied report for all customers on a payments basis that can be

used to calculate the September period adjustment — see Page 11 “Running the GST 101 Report for
the period ending 30 September 2010” for those on Option B: Payments Basis.
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On or After 1 October 2010

When ready to process transactions dated October at the new GST Rates:

Post set-up 1
Import the revised item sell prices for inclusive of GST items prices to update the sell prices. Full
Circle can assist with this if required.

Post set-up 2
Change the existing | and X rate under Tools and Global Options, on the Tax tab to 15%. Note at this

stage do not adjust the rate on the left hand side of the Tax tab in the Tax period details section until
after the GST 101 return has been completed for the period ending 30 September .

Post set-up 3
Activate the Validate Backdating script and have that turned on for all transaction types being used

within the system — AP Invoices, AP Credit Notes, AR Invoices, AR Credit Notes, Purchase Orders,
Delivery Dockets, Job Invoices, POS invoices and Sales Orders. Full Circle can assist with this if
required.

Post set-up 4
Activate the script to be used to warn on backdated General Ledger Journal Entry batches that are

entered into the system with a tax type of | or X and dated prior to | October. Note this will not
warn about any transactions entered under General Ledger and Journal Entry (only Journal Entry
Batch) so care will need to be taken that all manually entered journals entered through Journal
Entry have the appropriate tax category depending upon whether they are pre or post 1 October.

Post set-up 5
Activate the script to be used to warn on backdated Bank Entry batches that are entered into the
system with a tax type of | or X and dated prior to | October.

Post set-up 6
Note: Any invoices entered after you have changed the | and X rate to 15% and dated prior to

1/10/2010 will need to be entered at the old rate of 12.5% using the newly created “H” and “W” tax
categories

Post set-up 7
Once the bulk of the September period AR and AP invoices have been processed and prior to

processing any October credit notes that relate to pre-1 October invoices, Full Circle will run the
Intersoft supplied patch to update all | and X transactions dated prior to 1/10/2010 to H and W. A
patch normally requires a full system backup to be in place as by its nature it is changing data in
the system and if something goes wrong with the running of the patch it will require a database
restore.

Page 8



Running the GST 101 Report for the period ending 30 September 2010
GST 101 Return

The existing GST 101 Return is not changing except for Box 8 and Box 12 which will now refer to
multiplying by 3 then dividing by 23 instead of referring to just dividing by 9. This figure is not hard
coded in emPOWER but the calculation is rounded to 4 decimal places and will currently display
“divide by 7.6667” on generated reports, once the GST Rate is changed to 15%. IRD has advised it is

acceptable to use a decimal rather than the fraction 3/23 but to be accurate to figures up to
$99,999,999 this figure should be 7.66666667 (8 decimal places).

Intersoft have corrected this in emPOWER 5.03.05 which was released on 13th August 2010. Anyone
not using 5.03.05 or later by the time they run their first GST 101 report at 15% will need to
manually check the results of the “divide by 7.6667” calculations to ensure they are accurate. This
will depend on the size of the value they are dividing. Smaller values will likely still be correct. The
difference may otherwise only be a few cents.

Note: The internal calculations for GST within emPOWER actually already use 7.66666666666667

when using 15%, so this exceeds IRD"s requirements of 8 decimal places. emPOWER 5.03.05 will use
this figure for the GST 101 report also.

Option A - Invoice Basis

If the GST period is for the 2 months ending 30 September 2010 or for 1 month ending 30
September 2010, run the GST 101 report and Tax Detail report as normal. When complete, close the
tax period and then go to Tools and Global Options on the Tax tab and change the Tax Period details
Tax Rate to 15%

For future GST returns:

Credit Notes entered against old Invoices (i.e. Invoices dated pre 1 October 2010):

If any credit notes have been entered into the system dated October that relate to invoices entered
with 12.5% GST then the GST Adjustment on Credit Notes Report will have to be run:

From Reports, Accounts Receivable menu select “GST Adjustments on Credit Notes” and click
Preview or Print — see set-up issue 9 above.

The Tax Adjustment (Credit Notes) Report will provide the following details:
Sales and Income Adjustment i.e. the $26.09 shown below.

o Enter this figure in box 9 or 9A of your GST 101 return.

Purchase and Expenses Adjustment i.e. $4.83 shown below.

o Enter this figure in box 13 or 13A of your GST 101 return.
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_d Tax Adjustment (Credit Motes)

[E=8 R =™

Tax Adjustment (Credit Notes)

Purged IS FA Demonstration Company

Printed on17/08/10 at1.24pm

Dated Reference Value GST Adjustment
Sales and Income
09238 Other Party 09238
10/10/2010 1O0DB4 25.00 25.00 435
25.00 5.00 435
09243 Other Party 09243
17102010 1O0D8S 1,125.00 125.00 21.74
1,125.00 125.00 .74
Sales and Income 1,350.00 150.00 26.00
Purchases and Expenses
1 Other Party One
17M10/2010 SICR-10089 250.00 778 433
250,00 IR 453
250.00 778

Purchases and Expenses

4.83 .
b
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Option B - Payments Basis

An adjustment will need to be calculated and then entered into the GST101 Return for the period
that includes 30th September 2010 i.e. for a standard 2 month GST 101 Return this would be from 1
August 2010 to 30 September 2010. The adjustment takes into account all qualifying supplies that
have had a tax invoice issued but have not yet been paid as at 30/09/2010.

When all the September invoices (both AR and AP) have been entered into the system, the custom
“Tax Adjustment (Payments Basis).rpx” report, as detailed below on page 12, will provide you with
the adjustments required for Box 9 / 9a or 13 / 13a of the GST 101 return. This calculation is based
on the formula the IRD have provided below.

Please Note. This report will also provide a list of outstanding supplies. A copy should be kept for
future reference and to document the calculated amounts should the IRD inquire at a future date.

The IRD supplied formula for the adjustment is:
Total of creditors (A) minustotal of debtors (B) = difference between the two (C)
The difference (C) is divided by 51.75. The answer is the GST Rate Change Adjustment (D).

If A is larger than B then the adjustment (D) will result in additional tax to pay and needs to be
entered in Box 9 or 9A on Page 1 of the Transitional GST 101 Return (see below) along with any
other adjustments.

If B is larger than A then the adjustment (D) will result in a credit and needs to be entered on Box
13 or 13A on Page 1 of the Transitional GST 101 Return (see below) along with any other
adjustments.

From Reports, Accounts Receivable menu select “GST Payment Basis Adjustments” and click Preview
or Print — see set-up issue 9 above.
The Tax Adjustment (Payments Basis) Report will provide the following details:

The Sales and Income (B) adjustment i.e. the $6.04 shown below.
The Purchase and Expenses (A) adjustment i.e. the $2.15 shown below.

o As (B) is bigger than (A), the difference (D) of $3.89 needs to be entered on Box 13 or 13A on Page
1 of the Transitional GST 101 Return.

This means that you are able to reduce your GST payable in the period ending 30 September on the
basis that you will pay the additional GST amount when the actual payment is made or received in
future periods.
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-EI Tax Adjustment (Payments Basis) EI@

Tax Adjustment (Payments Basis)

Purged IS FA Demonstration Company Printed on 17/08/10 at 1:32pm
Dated Reference Value Remaining G5T G5T Rem. Adjustment Comment
Sales and Income
09229 Other Party 09229
16/8/2010 R-12453 -50.00 -25.00 0.00 000 Allocafion required ]
16/3/2010 HO0319 112.50 8r.50 12.50 972 1.69
62.50 62.50 12.50 972 1.69
0923 Other Party 09231
16/8/2010 NO0320 100.00 100.00 0.00 0.00 0.00
100.00 100.00 0.00 0.00 0.00
09238 Other Party 09238
16/8/2010 100321 225.00 225.00 25.00 25.00 435
225.00 225.00 25.00 25.00 4.35
Sales and Income 387.50 387.50 37.50 34.72 6.04| ((B)
Purchases and Expenses
1 Other Party One
16/8/2010 S-10083 111.38 111.38 12.38 12.38 215
111.38 11.38 12.38 12.38 215
Purchases and Expenses 111.38 111.38 12.38 12.38 2.15| ((A)
-
Notes:

0 Although they have no GST adjustment, Exempt supplies are included in the report to
allow it to be reconciled with the total AR/AP (Sales and Income/Purchases and
Expenses) balance, however they do not impact the Adjustment calculation.

O Any unallocated Receipts/ Payments will be noted in the Comment column.

O If using the adjustment method described above you will not be able to use to the
“Tax Method” of the GST 101 Return generated within emPOWER; you must use the
“Income Method”.

Credit Notes entered against old Invoices (i.e. Invoices dated pre 1 October 2010):

If any credit notes have been entered into the system that relate to invoices entered with 12.5% GST
then the GST Adjustment on Credit Notes will have to be run:

From Reports, Accounts Receivable menu select “GST Adjustments on Credit Notes” and click
Preview or Print.

The Tax Adjustment (Credit Notes) Report will provide the following details:

Sales and Income Adjustment i.e. the $26.09 shown below.

o Enter this figure in box 9 or 9A of your GST 101 return.

Purchase and Expenses Adjustment i.e. $4.83 shown below.

o Enter this figure in box 13 or 13A of your GST 101 return.
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_d Tax Adjustment (Credit Motes)

o[5S

Tax Adjustment (Credit N otes)

Purged IS FA Demonstration Company

Printed on 17/08/10 at 1.24pm

Dated Reference Value GS5T Adjustment
Sales and Income
09238 Other Party 09238
10/10/2010 HOODB4 225.00 25.00 435
225,00 5.00 435
09243 Other Party 09243
1712010 MO0D8S 1,125.00 125.00 21.74
1,125.00 125.00 .74
Sales and Income 1,350.00 150.00 26.00
Purchases and Expenses
1 Other Party One
17M10/2010 SICR-10089 250.00 78 433
250,00 FINE] 153
250.00 778

Purchases and Expenses

4.83 .
b
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