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2 àà MONEY OUTGOING (X HAS MADE AN ACQUISITION) 
TP can claim ITC for GST charged to them, if TP makes taxable or GST-free supplies, but not if TP makes input 
taxed supplies (examples above). 

S11-5 You make a creditable acquisition if: 
a) You acquire anything solely or partly for a creditable purpose; and 
b) The supply of the thing to you is a taxable supply (must satisfy elements above); and 
c) You provide (or are liable to) consideration for the supply; and 
d) You are registered, or required to be registered 

ITC = Full ITC x Extent of Creditable Purpose (%) x Extent of Consideration (%) 

 

 
 

ITC’s 
ISSUE: Is TP entitled to an ITC? Supply to them must have been a taxable supply. 

 
 

 
As [X] has acquired [item] he/she is only entitled to input tax credits for the GST charged, if the acquisition is a 
creditable acquisition: s11-20; 11-1. 

 

 
Element Requirement 
a) Acquisition ØØ 

ØØ 
“any form of acquisition whatsoever” s11-10(1) 
Includes acquisition of (s 11-10(2)(a) goods, (b) services, (c) advice/information, 

  
ØØ 

assignment under real property etc. 
Does NOT include acquisitions of money, unless money is provided as 

  consideration for supply s 11-10(3). 
Creditable Purpose ØØ A thing is acquired for a creditable purpose to the extent that it is acquired in 

  carrying on an enterprise (which includes COMMENCEMENT = e.g. buying a 
  

ØØ 
shop; s11-5(1) (also includes leasing activities), HOWEVER - 
Does NOT include acquisitions to then make input taxed supplies: s11-15(2)(a). 

  E.g shares, or granting a lease. So if you acquire a house, then lease it as residential 
  

ØØ 
property (which is input taxed) àà no creditable purpose/acquisition àà no ITCs ! 
Does not include private or domestic acquisitions: s11-15(2)(b). 

b) Taxable Supply See elements in 9-5 above. If something is NOT a taxable supply (like a purchase of 
going concern/loan/conference overseas), then there will be NO creditable acquisition, 
and no ITCs ! 

 

Consideration/Registered As above 
 

Therefore, [X] will be entitled to an Input Tax Credit (ITC) to the amount equal to the GST payable on [ITEM]; 
s11-25. 

àà GST payable = Price x (1/11). 
 

UNLESS: Where the acquisition is only partly creditable, ITC is apportioned accordingly: 
Modified calculation: if acquisition only partly creditable. (s 11-30(3)) 
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2.1. Financial Supplies – Special/Reduced ITCs 

 

 
 

Usually, entities not entitled to ITCs for acquisitions that relate to making financial supplies because they are input taxed and 
thus, not acquired for a creditable purpose by virtue of 11-15(2)(a). HOWEVER: 
à Acquisitions relating to some financial supplies can give rise to an entitlement to a reduced ITC (s 70-5(1) GSTA). 

 
[Taxpayer] may be entitled to a reduced Input Tax Credit (ITC) for certain acquisitions relating to financial supplies. 
 

Special input tax credits apply to (11-15(2)(a) exceptions are): BELOW 
• Financial supplies that do not exceed the “financial acquisition threshold” (s 11-15(4)) 
• Borrowing expenses relating to making supplies that are not input taxed (s 11-15(5)) 

 
ITC Operation 
Reduced Credit 
Acquisitions 

s 70-5: Entities are entitled to reduced ITCs (generally at 75% of what the ITC would have been: reg 
70-5.03) for reduced credit acquisitions for making financial supplies. 
Reduced credit acquisitions in reg 70-5.02. 

 
E.g. Reg 70-5.02(2): 

o Item 9: Brokerage – charging commission for buying and selling shares (as a business) 
o Item 17: Debt collation services (legal fees used to collect debt, debt recovery services) 
 
NOTE: Acquisition is not a reduced credit acquisition to the extent that entity is otherwise entitled to an 
ITC for the acquisition (70-5(1A)). Accordingly, no ITC is available if entity is already entitled to an ITC 
under s 11-15(4) or (5): BELOW. 

 
 

 
Financial supply 
threshold 

 
Under s 11-15(4) ITCs are not barred under s 11-15(2)(a) (for acquisition to make input-taxed 
supplies) if the entity is making financial supplies that do not exceed the “financial acquisitions 
threshold” 
Threshold exceeded where ITC entitlements are greater than $150,000; OR ITCs for FAs would 
exceed 10% of total ITCs entity entitled to 
 

Borrowing            Under s 11-15(5) ITCs are not barred under 11-15(2)(a) as relating to making financial supplies that  
expenses               would be input taxed to the extent that acquisition relates to financial supply consisting of borrowing        
                              and the borrowing relates to the entity making supplies that are not input taxed. 

 

 
Accounting for GST and ITCs: 
ØØ Can use cash or accruals basis. Generally cash basis only for SBEs and entities with GST turnovers not exceeding 

$2m (s 29-40) 
ØØ Exception for entities approved by Commissioner – s 29-45. 

 
ØØ Net amount: registered entities set off GST and ITCs to produce net amount for tax period (s 7-5) which they are 

required to remit to ATO or entitled to refund from ATO (s 7-15). 
ØØ Tax period: generally quarterly (s 27 
-5) but can choose monthly (s 27-10). 
ØØ  If exceed GST turnover of $20m, must use monthly tax periods (s 27-15). 

3 àà GST/ITC Administration Rules 
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  4à  à IMPORTATIONS  

 
Entities must also pay GST on their taxable importations (s13-15) and may claim input tax credits for their 
creditable importations (s15-1). 

 
  4.1  TAXABLE IMPORTATIONS  

 
S13-5(1) An entity makes a taxable importation where: 

• a) Goods are imported and; 
• b) Goods are entered for home consumptions 

An importation will be a non-taxable importation where it would have been GST-Free or Input Taxed (s 13-10) 
 

  4.2  CREDITABLE IMPORTATIONS  
 

s15-5 An entity makes a creditable importation if: 
• a) The entity imports goods solely or partly for a creditable purpose 
• b) The importation is a taxable importation; and 
• c) The entity is registered or required to be registered 

 
You are entitled to ITCs for any creditable importations: s15-15. This is the amount of GST payable, unless 
partially creditable: s15-20. 

 
 


