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Creditable Acquisition

GST incurred on supplies received is claimable as a credit where:

o it is acquired solely or partly for a creditable purpose
o the supply is a taxable supply

o consideration is provided for the supply

o you are registered or required to be registered

A creditable purpose is defined by section 11-15 GST Act 1999
as the acquisition of a thing to the extent that it is acquired for the
carrying on of an enterprise. It is not, however, a creditable
purposes where the acquisition relates to the making of input
taxed supplies or where it is acquired for a private or domestic
purpose.

Input Taxed supplies

GST incurred on expenditure is not available for credit where it
relates to input taxed supplies, such as financial supplies. This
includes GST incurred on expenditure that relates directly to the
input taxed supplies and also to overhead or 'enterprise’
expenditure. The GST incurred on enterprise expenditure will
relate partly to the taxable and GST-free supplies made and partly
to the input tax supplies made. An apportionment of this input tax
is necessary and any credits claimed may need to be adjusted
over time if the creditable extent alters. This requires complex
and detailed record keeping as well as judgement in determining
what is a fair and reasonable apportionment of costs.

Determining the extent of the credit, or whether a credit can be
claimed at all is one of the most complex issues that needs to be
considered in GST. This matter was examined in the decision Re

The Recoveries Trust and FCT [2004] AATA 1075. This held that
GST incurred that related to the acquisition of financial supplies
(debts) was not claimable to any extent. GST incurred on a due
diligence exercise that was undertaken prior to any decision to
acquire such supplies was creditable in full. This decision,
however, was based upon an example in a ruling (GST 2002/2)
that stated that services rendered to the taxpayer prior to the
intention to make or receive financial supplies was fully creditable,
whilst services received after the date that an intention was
formed is not creditable. Thus, it is clear that it is essential that
detailed records are kept including the reasons for making
decisions, board minutes etc. that can support the claims for GST
credits as well as demonstrate that the credit is claimed in
reliance of this ruling.

Issue costs

It should be noted, however, that the GST legislation would not
appear to support the claim made by The Recoveries Trust.
Section 11-15 allows a credit where the acquisition is for the
carrying on of the enterprise unless the acquisition relates to
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DISCLAIMER

This newsletter is general in nature and its brevity could lead to misrepresentation. No
responsibility can be accepted for those who act on its content without first consulting us and
obtaining specific advice.
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