GST refresher for your business BONUS (9)

Most businesses are familiar with how GST works. But here’s a few reminders to make sure
you’re being compliant and maximising your GST claims.

GST is paid at each step in the supply chain. and Businesses charge GST in the price of goods,
services or anything else they supply, subject to various exemptions. If an entity is registered
for GST, it can in many instances claim input tax credits from the ATO for any GST included in
the price paid for goods, services or anything else bought for the business. However, for GST
registered enterprises, the liability to pay GST rests on the supplier of goods and services,
not on the consumer. In other words, even if the business incorrectly does not include the
GST in the price of goods and services supplied, it is still liable to pay it to the ATO.

Coffee or cars anyone?

As a new year begins, you may be thinking of rewarding the office with an impressive new
coffee machine for the staff room, or perhaps you are thinking a bit bigger, say a new
vehicle. Either way you may want to keep some of these GST issues in mind:

Second-hand goods*

Buying second-hand can often be cheaper. However, if you purchase from a non-registered
seller (eg, a friend, or privately via Gumtree, eBay etc) unless the seller is a re-seller of
second-hand goods registered for GST, in most cases you will not be able to claim GST on the
purchase (because it won’t be charged in the first place). (And if you are registered for GST,
don’t forget to charge GST when you sell your business assets regardless of whether the
purchaser is registered for GST or not).

(*excludes goods containing valuable metals)

Deposits

The purchase of a significant asset often requires a deposit to be paid. If you report GST on a
cash basis, you will not be entitled to claim a GST input tax credit on the deposit at the time
of paying (you may be entitled to claim it if you have paid an amount in addition to the
deposit, or if you report GST using the non-cash accounting method and hold a tax invoice).
If you haven’t claimed GST at the time of paying the deposit, make sure to claim GST on the
full purchase price, including the deposit, when the deposit is later applied towards the cost
of the asset (which may occur in a later BAS reporting period).

Purchasing a car for more than the car limit

Your GST input tax credit will be limited if you purchase a car with a cost that exceeds the car
cost limit for depreciation. The car cost depreciation limit is the maximum you can claim as
depreciation deductions for income tax purposes ($60,733 in 2021-22). Where the cost of
your car exceeds this value, your GST claim is limited to 1/11th of the car limit ie, $5,521
(1/11th x $60,733). Importantly, there are some exceptions to this rule where your GST
entitlement will not be limited, including on the purchase of a commercial vehicle (those not
designed to carry passengers) or motor homes and campervans.

Be aware, however, that on the disposal of the car there is no corresponding reduction or
adjustment to the GST on the sale proceeds ie, you must pay the ATO 1/11th of the full sale
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proceeds. This is the case, even if your GST and depreciation claims were limited on the
purchase under these rules.

Cancelling your GST registration

A cost that is often overlooked when considering winding up a business is the potential need
to repay GST previously claimed in respect of assets you still hold. In most cases (there are a
few exceptions), you must cancel your GST registration within 21 days of selling or closing
your business. You can also choose to cancel your GST registration if your GST turnover is
below the turnover threshold ($75,000). If, when you cancel your GST registration, you still
hold business assets on which you previously claimed GST, you may need to repay some of
those credits, depending on how long you have owned the asset and its original cost. The
adjustment will generally be 1/11th of the GST inclusive value of the asset at the time of
cancelling your registration (where this value is lower than its original cost).
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