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1. Has there been a ‘supply’ of something?  consider ‘Taxable supply’ (s9-5) 

2. Has there been an ‘acquisition’?  consider ‘Creditable acquisition’ (s11-5) 

3. Has the ‘activity’ involved ‘importation’?  consider ss13-5 and 15-5 

4. If you have answered ‘yes’ or ‘no’ to questions  What are the consequences for the 
taxpayer 

 
 
 

TAXABLE SUPPLY (s 9-5) 
ELEMENT SECTION MEANING 
1. “Supply”  
 
• The interpretation of 
supply is extremely 
broad, very unlikely to 
have a situation where 
there’s no supply 

9-10 • s 9-10(1): any form of supply whatsoever 
• s 9-10(2): supply of goods and services, provision of advice or information 
• s 9-10(3): illegality of supply is irrelevant (illegal supply still needs to pay taxes) 
• s 9-10(4): does not include a supply of money unless consideration for supply 
that is the supply of money (Only in foreign exchange, the provision of money is 
a supply) 
• Reliance Carpet: The supply for the deposit received by landlord is the bundles 
of contractual rights to buy the land at a fixed price 
• Qantas Airways: The supply for ticket price is Qantas’s contractual agreement 
to transport the passage and lounges from Melbourne to Sydney 

2. “Consideration” 9-15 • s 9-15(1): Any payment or act or forbearance in connection with the supply or 
for the inducement of the supply (payment = cash or ‘in kind’, it covers barter 
transaction易货交易) 

• s 9-15(2): Does not matter whether the payment was voluntary or was by the 
recipient of the supply 

3. “In the course or 
furtherance of 
enterprise” 

9-20; 
9-20(1)(a); 
9-20(1)(b); 
9-20(1)(c); 
9-20(1)(d)-
(g); 
9-20(2) 

 
Any activity conducted in the form of a business; (Stone; Ferguson; TR 97/11) 
Isolated commercial activities; (Whitfords Beach; Westfield; Myer) 
Leasing property on a regular/continuous basis; 
Trustees, charities, religious institutions and government bodies; 
Exception: employee/hobbies 

4. “Indirect tax zone” 9-25 Connected with Australia 
• s 9-25(1): goods are delivered or made available to the recipient in Australia 
• s 9-25(2): the supply involves those goods being removed from Australia 
(Note: exemption for exports) 
• s 9-25(3): goods are imported into Australia or installation/assembly of goods 
is in Australia 
• s 9-25(4): the supply is of Australian land 
• s 9-25(5): if it is not goods/real property, the thing is done in Australia or the 
supply is made through an enterprise carried on in Australia 

 

 GST Payable Entitled to input tax credits on acquisition 

Taxable supply    (IF creditable acquisition) 

GST-free supply     (IF creditable acquisition) 

Input taxed supply   



 
 
 

CREDITABLE ACQUISITIONS (s 11-5) 
ELEMENT SECTION MEANING 
1. “Acquisition” 11-10 Any form of acquisition whatsoever. 

- acquisition of good and services 
- recipe of advice or information 
- acceptance of a grant, assignment or surrender of real property 
- acceptance of a grant, transfer, assignment or surrender of any right 
- acquisition of a financial supply 
- acquisition of a right to require another person to do something, to refrain 
from an act, or to tolerate an act 

2. “Acquisition solely or 
partly for a creditable 
purpose” 

11-15 (1) The acquisition relates to the carrying out of the entities enterprise but  
(2) EXCLUDES acquisitions of supplies that are: 

(a) input taxed or  
(b) private and domestic in nature 

3. “The supply of the 
thing to you is a 
‘taxable supply’” 

9-5 Go through analysis of TAXABLE SUPPLY 

4. “Consideration” 9-15 Not limited to the provision of $, could be anything of value, does not have to be 
voluntary. 

5. “Registered for GST” 23-5; 
23-10 

(a) Carrying on an enterprise; 
(b) Your GST turnover meets the registration threshold 
 

Consequence:   

1. Creditable 
acquisition 

11-5;11-
20 

A registered entity is entitled to an input tax credit. 

 11-25 The amount of the input tax credit for a creditable acquisition is an amount 
equal to the GST payable on the supply of the thing acquired. （wholly or 

partially） 

2. Not a creditable 
acquisition 

11-
15;15-10  
 

No entitlement to ITC if creditable acquisition relates to the provision of input-
taxed supplies 

 Div. 69 No entitlement to input tax credits for non-deductible expenses, including: 
- penalties 
- relatives’ travel expenses (note FBT interaction) 
- entertainment (note FBT interaction) 
- recreational club expenses (note FBT interaction) 

 
 
 
 
 
 
 



1) is it a fringe benefit? (only relevant if employer- employee relationship) 
2) is it OI (from services, business or property) 
3) is it caught by s 15-2? 
4) Is it Capital Gain? 

Ordinary income (s 6-5 ITAA97) 
  Section Cases 
Definition Ordinary income is income according to ordinary concept s 6-5   
 ‘Determined in accordance with the ordinary concepts and 

usages of mankind’ 
 Scott 

Features Sufficient nexus with an income-earning activity 
▪ Income from provision of services, carrying a business or 

owning a property 
▪ Income from government (periodic, sufficient to be 

ordinary income) 

  
Hayes 
 
(Youth Allowance) Keily; 
Dixon 

 NOT a capital gain, captured under SI 
(Capital gains are trees, once you make a lump-sum profit on it, 
you cut the tree and cannot generate any more income out of it.  
In contrast, income is like fruits like apple, which gives TP 
continuous and discrete stream of income) 
(sale of a property - CG; rental income - OI) 

 Eisner v Macomber 
(‘flow’ concept –  
fruit and tree analogy) 
 

Prerequisites Must be money or convertible to money 
▪ Deems non-cash benefits in a business context to be 

convertible, TP must be carrying on a business ‘business 
TP’ & has business relationship with the provider 

 
S 21A 
ITAA36 

Tennant v Smith (Accom 
provided by employer was 
not cash convertible bcuz 
TP could not sublet 
apartment to others); 
Cooke & Sherden (holiday) 

 Must be a realised gain 
- Tax only focuses on things that have actually happened 

 Eisner v Macomber 
(Unrealised gain not OI) 

 Must be from an external source 
- Income is what comes in, not what is saved from going out  

 Tennant v Smith 

 Must be a real gain 
- TP must actually be benefited from the amount 
- Constructive receipt rule: an amount is still TP’s income if it 

is dealt with as per TP’s directions 

 
S 6-5(4) 

Countess of Bective ($ used 
for TP’s daughter); 
Hochstrasser v Mayes 

Characteristic Usually periodic, recurrent and regular  
Harris: TP received one-off payment to offset effects of inflation 

on his pensionNot OI 

Blake: TP received payments fortnightlyOI 

Keily: TP received regular government paymentOI 

Dixon: TP received compensation for lost salaryOI 

 Harris; Blake; 
Keily; Dixon 

 Characterised in the hands of the TP 
- only focus on is it OI for that particular TP, treatments for 

anyone else is irrelevant (constructive receipt rule) 

 Federal Coke 

Notes Illegality  La Rosa 

 Principle of mutuality 
- you cannot pay yourself income 

 RACV 
(Membership fees are not 
income) 

 Compensation payments 

- If replacing lost ordinary incomeOrdinary income 

- If replacing lost capital gainCapital gain 

 Dixon 



 
 

Income from property 

Characteristics  1. Return derived from the property not a return of the TP’s 
property; 

2. Arises from the property itself and not from the TP’s labour and 
services 

Passive income  

Interest Payment for the use of TP’s money 
Riches v Westminster Bank Ltd: Compensation to TP for a foregone 
investment opportunity/loss of the use of money 

Riches v 
Westminster 
Bank Ltd  

USUALLY periodic payment but can be lump sum Myer 

Consequence: 
Ordinary income s 6-5, as it demonstrates all characteristics of 
ordinary income  

 

Rent United Scientific Holdings Ltd v Burnley Borough Council: Periodic 
payments made by a tenant for the exclusive use of premises (or 
goods) 

 

Look at the substance of the transaction over its form to determine 
whether an amount is ‘rent’ 

Ex parte 
Lathouras Re 
Vendardos 

If ‘rent’, the manner (lump sum v. periodic) in which it is paid is 
irrelevant 

Case B51 

Consequence: 
Ordinary income s 6-5 (Adelaide Fruity and Produce Exchange Co Ltd 
v DCT) 

 

Royalties Amount paid for the use or exploitation of another person’s tangible 
or intangible property 
- Usually intellectual property (e.g. copyright) 

 

1. Ordinary royalty 
Payments made for the right to use property where the 
payments vary according to the extent of exercise of the right 
Consequence: 
Ordinary income s 6-5 

McCauley 
(Payment is 
dependent on the 
usage of timber) 

2. Capital royalty 
Payments for physical resources 
Consequence: 
Statutory income s 15-20 

Stanton 
(Payment is just 
for the right to 
remove timber, 
regardless of the 
amount) 

Dividend 1. Distribution must be a dividend (Distributed as dividend) 
2. Paid to the shareholder 
3. Out of profits derived by the company  

(BUT s 44(1A): if not out of profit, deems it to be out of profit for 
the purposes of s 44) 
Consequence: 
Assessable income s 44 ITAA36 
Note: Franking credits 

 



 

Tax consolidation 
- effective as 01/07/2002 
- eligible wholly-owned groups will be treated as a single entity for tax purpose 
- only applies to income tax (not to GST and other taxes) 
- once companies choose to form a tax consolidated group, the choice is irrevocable 

 
- Tax consolidated group: 

▪ head company:  
Australian resident company that is not a subsidiary of any other Australian company (highest 
company in Australia) 

▪ Subsidiary company: 
Wholly (100%) owned Australian resident companies of the head company 
 

- One-in-all-in rule:  
If head company decides to consolidate, all of its wholly owned resident subsidiaries must be part of the 
consolidated group 

- Single entity rule: 
all subsidiaries of the head company ceased to exist for tax purpose, they are simply treated as divisions of 
the head company. 
 

- Head company is the TP, lodges single tax return and liable for the whole group’s tax liability 
But if head company defaults, each subsidiary member is liable for the whole group’s tax liability 

 
- Single entity rule consequence: 

▪ intra-groups transactions ignored (transfer of assets) 
▪ losses and franking credits are pooled with the head company 
▪ compliance cost reduced (one single tax return, one single franking account)  

 

Imputation system (s 200-5) 
- eliminate double-taxation of company profits, dividends are taxed at shareholder’s personal marginal tax 

rate 
- For company: imputation and classical systems won’t make a difference 
- Excessive franking credit is refundable 

 
- s 205-10: all corporate tax entities (automatically) have franking accounts 
- s 200-15: company maintains a franking account 
- company records franking credits and franking debits 
- s 205-15: franking credit (when company pays tax/gets franking credits from another company, it gets 

franking credits, then it distributes to its SH) 
- s 205-30: franking debits (when company receives a tax refund/distribute its franking credits to its SH, it 

gets franking debits, franking debits reduces franking credit proportionately) 
 

- FC and FD are calculated on ‘tax paid’ basis (That is, dollar-by-dollar basis: $1 tax paid, $1 franking credit) 
- at the end of tax year, company must compare their franking credit and debits: 
- if surplus (credit > debits): carry forward the net credit, can be used in future year 
- if deficit (credit < debits): company pays franking deficit tax 

 
- s 202-75(1): company provides shareholders with a distribution statement, specifying 
- franking percentage & franking credit amount 
 
 
 

 
 
 
 


