
A Dummies Guide to GST in Residential Real Estate Investing.

The margin scheme is a way of working out the GST you must pay when you sell 
property. You can only apply the margin scheme if GST is payable on the sale of the 
property.

The Margin referred to is the difference between the Purchase Price paid for a 
property and the Total Sales Price for the properties at the completion of the 
development (hence it is call The Margin). The GST paid on the sale is therefore one 
eleventh of the margin.

If you purchase property where the margin scheme was applied to the sale (where 
you purchased from a registered seller who has claimed the Margin Scheme), you 
cannot claim a GST credit for the GST included in the purchase price of the property 
and you MUST claim the Margin Scheme on the sale.

The margin scheme cannot be claimed on your property sales if you originally 
purchased the property as fully taxable and the margin scheme was not used by the 
registered seller. In this situation you can claim the GST included in the purchase price 
(a Tax Invoice should be supplied by the seller in this case) but you will pay GST on 
the full sales value.

Start Here!
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Trading as Real Estate Systems and Services

Disclaimer - The content of this chart is provided for information purposes only. Except as expressly stated to the contrary, no claim is made as to the accuracy or authenticity of the content. The information is provided on the basis that all persons accessing the 
chart undertake responsibility for assessing the relevance and accuracy of its content. The author does not accept responsibility for any loss damage, however caused (including through negligence), which you may directly or indirectly suffer in connection with 
your use of this chart, nor does the author accept any responsibility for any such loss arising out of your use of or reliance on information contained on or accessed through this chart or referencescontained therein. If in doubt you are advised to consult your own 
financial professional or the Australian Tax Office for clarification or visit the ATO website at www.ato.gov.au

GST input credits can be claimed on:

Purchase Price - NO
Purchase Costs - YES only if at least one property is sold.

Renovation Costs on existing dwellings - NO
Development Costs on existing dwellings - NO
Sale Costs on existing dwellings - NO

Construction Costs on new dwellings if sold - YES
Development Costs on new dwellings if sold - YES
Sale Costs on new dwellings - YES

Development Costs on land subdivision - YES only if at 
least one property is sold.
Sale Costs on land subdivision - YES

B

GST Liability is paid on:

Sale Price of all existing Dwellings - NO

Sale Price of all subdivided vacant land - YES and is paid 
on the margin between the purchase price and the sale 
price.

Sale price of all new dwellings - YES and is paid on the 
margin between the purchase price and the sale price.
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GST input credits can be claimed on:

Purchase Price - NO
Purchase Costs - YES only if at least one property is sold.

Renovation Costs on existing dwellings - NO
Development Costs on existing dwellings - NO
Sale Costs on existing dwellings - NO

Construction Costs on new dwellings if sold - YES
Development Costs on new dwellings if sold - YES
Sale Costs on new dwellings - YES

Development Costs on land subdivision - YES only if at 
least one property is sold.
Sale Costs on land subdivision - YES

C

GST Liability is paid on:

Sale Price of all existing Dwellings - NO

Sale Price of all subdivided vacant land - YES and is paid 
on the full sale price.

Sale price of all new dwellings - YES and is paid on the full 
sale price.

C

GST input credits can be claimed on:

No input credits can be claimed on any expenses incurred in 
the project. 

A

GST Liability is paid on:

There is no GST liability on any sales in the project.

A

GST input credits can be claimed on:

Purchase Price - NO
Purchase Costs - YES only if at least one property is sold.

Renovation Costs on existing dwellings - YES but can 
only be claimed as a credit against the sale of the renovated 
dwelling.
Development Costs on existing dwellings - YES but only 
if at least one property is sold.
Sale Costs on existing dwellings - YES

Construction Costs on new dwellings if sold - YES
Development Costs on new dwellings if sold - YES
Sale Costs on new dwellings - YES

Development Costs on land subdivision - YES only if at 
least one property is sold.
Sale Costs on land subdivision - YES

D

GST Liability is paid on:

Sale Price of all existing Dwellings - YES and is calculated 
as one eleventh of the margin between the purchase price 
and sale price.

Sale Price of all subdivided vacant land - YES and is paid 
on the sale price less the valuation of the vacant land.

Sale price of all new dwellings - YES and is paid on the 
sale price less the valuation of the vacant land.

D

GST input credits can be claimed on:

Purchase Price - YES (Tax Invoice required)
Purchase Costs - YES only if at least one property is sold.

Renovation Costs on existing dwellings - YES but can 
only be claimed as a credit against the sale of the renovated 
dwelling.
Development Costs on existing dwellings - YES but only 
if at least one property is sold.
Sale Costs on existing dwellings - YES

Construction Costs on new dwellings if sold - YES
Development Costs on new dwellings if sold - YES
Sale Costs on new dwellings - YES

Development Costs on land subdivision - YES only if at 
least one property is sold.
Sale Costs on land subdivision - YES

E

GST Liability is paid on:

Sale Price of all existing Dwellings - YES and paid on the 
full sale price.

Sale Price of all subdivided vacant land - YES and is paid 
on the full sale price.

Sale price of all new dwellings - YES and is paid on the full 
sale price.

E

GST RULES:
INPUT TAXED SUPPLIES - The renting of residential premises is treated as an input-taxed supply (exempt GST). The sale of residential premises will also be an input -taxed supply, unless it is the sale of new residential premises that are taxable supplies. You are not required to pay GST on input taxed supplies yo u make, nor are you 
entitled to claim GST credits for purchases relating to input -taxed supplies.
EXISTING RESIDENTIAL PREMISES - You cannot claim GST credits for anything you purchase for the sale of existing residential premises and you are not liable f or GST on the sale. If you sell residential premises they are input taxed unless the property is new (see ‘new residential premi ses’).
NEW RESIDENTIAL PREMISES - Residential premises are new when any of the following apply: 1. they have not been sold as residential premises before 2. th ey have been created through substantial renovations, or 3. new buildings replace demolished buildings on the same land. Residen tial premises are no longer new residential 
premises if they have been continuously rented for five years after first becoming new residential premises. You can claim GS T credits for any acquisitions you make for the sale of new residential premises (subject to the normal rules on GST credits) an d you are liable for GST on the sale. If GST applies to your sale of new residential 
premises, you generally pay GST of one eleventh of the sale price. You may be eligible to use the margin scheme to work out t he GST you must pay.
INPUT TAXED SALES - You do not have to pay GST on input taxed sales you make and you cannot claim GST credits for purchases relating to input tax ed sales. Two of the most common types of input taxed sales are: 1. financial sales (supplies) 2. supplies of existing residenti al premises.
GST INPUT CREDITS - You can claim GST credits for the GST included in the price of purchases you make to use in your business (subject to the nor mal rules on GST credits). You cannot claim a credit for the part of the purchase you use for private purposes or generally to ma ke input taxed sales nor can you claim a credit for land 
purchase under the margin scheme.
PROPERTY (real property) For GST purposes, property includes: land, land and buildings, interest in land, rights over land, contractual rights over la nd and the licence to occupy land.
MARGIN SCHEME - You can choose to use the margin scheme when you make a taxable sale of property. You must pay GST on one -eleventh of the margin for the sale, not one-eleventh of the sale price. You cannot use the margin scheme if you purchased a property as a taxable sal e that did not also use the margin scheme.
TAXABLE SALES (supplies) - You make a taxable sale if you are registered (or required to be registered) for GST and: 1. you make the sale for payment, 2 . you make the sale in the course of or to further, a business you carry on, 3. the sale is connected with Australia. A sale is not taxable if it is GST-free or input taxed. You must pay GST on 
taxable sales you make. You can claim GST credits for the GST included in the price of purchases you use to make taxable sale s (subject to the normal rules on GST credits).
PURCHASES (acquisitions) - For GST, a purchase or acquisition includes an acquisition of goods or services such as trading stock, a lease, consumables a nd importations.

GST is not applicable if you are not engaged in an 
Enterprise for the purpose of Real Estate development!

Refer to the Australian Tax Office for the correct 
definition of whether your activities are considered to be 

an Enterprise.
Care should be exercised in selecting this option when 

the investment relates to your Principal Place of 
Residence (PPR). In certain circumstances the ATO may 
determine that your venture is an Enterprise even when 

it relates to your PPR.

You are required to register and pay GST on sales if you are conducting an Enterprise 
(which includes a business) and if your annual GST turnover is greater than $75,000.
The easiest way to define an Enterprise is to list what an enterprise does NOT include
and therefore assume that every other entity, structure or activity is an enterprise :

An Enterprise for the purposes of GST does not include:
1. Private recreational pursuits and hobbies 
2. Activities carried on as an employee, labour hire worker, director or office holder 
3. Activities carried on by individuals or partnerships (in which all or most of the 
partners are individuals) without a reasonable expectation of profit.

This is only a guide as to whether you should register for GST. If  you need more help 
then consult an appropriate professional or the Australian Tax Office.

Are you engaged in an Enterprise for 
the purpose of Real Estate 

development?

NO NOT SURE

YES

Are you intending to claim the 
Margin Scheme?

Has the Seller applied the 
Margin Scheme?

NO

NO

YES

YES WHAT IS IT? NOT SURE

Are you buying from a GST registered 
seller?

Well go and find out!
NO

YES

NOT SURE

YES

Are you creating any NEW
dwellings (either by construction or 

substantial renovation) or land 
allotments in the project?

Residential dwellings are new when any of the following apply:
(1) they have not been sold as residential premises before
(2) they have been created through substantial renovations, or
(3) new buildings replace demolished buildings on the same land.
New land allotments are created through a process of subdivision.

EXPLAIN

If no new residential dwellings or land allotments are 
being created in the project then it is assumed that you 

are buying and selling (possibly after a minor 
renovation) the same title that you purchased. In this 

case GST is not applicable.

NO

Are you holding  any of the properties 
in the project for more than 5 years?

If you commence a project with the intention of selling one or all of the properties in 
the project then you will potentially claim GST input credits during the process. If you 
subsequently decide not to sell, then the GST input credits will have to be repaid to the 
Australian Tax Office.
If your original intention was to hold all properties but during the first five years from 
the settlement of the purchase you decide to sell, then GST will have to be paid on the 
sale price or Margin and input credits can be claimed on all expenses.
If the decision to sell is made after five years then there is no GST liability and no claim 
can be made for input credits.

SELL

HOLD NOT SURE

GST is not paid on sale and input credits cannot be 
claimed on any new property in a project that has been 

held for a period of more than 5 years. If property is held 
it must be held SOLELY for investment purposes and 
cannot be "For Sale" at the same time or GST may still 

apply to the sale even after 5 years.

Is your query related to the GST 
liability on an existing residential 

dwelling?

If a residential dwelling being sold was in existence at the 
time of purchase then there is no GST liability on sale and 

input credits cannot be claimed on any costs.
This does not apply if the dwelling has been the subject 

of a substantial renovation in which case it is treated as a 
new dwelling. 

YES

NO

Existing residential dwellings are exempt from GST when sold (Input Taxed) unlike 
new residential dwellings which are subject to GST. You cannot claim any GST credit 
on the Purchase Price or any expenses related to the maintenance or renovation of the 
property.

EXPLAIN


