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DEALING WITH THE GST MARGIN SCHEME
Th is  art ic le  explain s  th e  bas ic s  o f
one  o f GST’s  m os t  c om plex  are as ,
t h e  Margin  Sc h e m e .

GST a pp lies  to m os t  s a les  of NEW
res iden t ia l p rem is es  a n d  to m os t  s a les  of
Com m ercia l, In du s tr ia l, La n d  & Reta il
p rem is es . In  m a n y ca s es , p roper ty
ven dors  h a ve th e op t ion  of a pp lyin g th e
GST to th e fu ll p r ice or  to th e “Margin”
between   th e p res en t  s ellin g p r ice a n d  th e
p roper ty’s  va lu e a t  1 s t J u ly 2000  or
pu rch a s e da te if a fter . Th is  op t ion , a s  th e
Ma rgin  s ch em e, will u s u a lly res u lt  in  les s
GST bein g pa ya b le.

Wh y wou ld  ven dors  a pp ly GST to th e fu ll
p r ice wh en  it  res u lts  in  m ore GST bein g
pa ya b le th a n  u n der  th e Ma rgin  Sch em e?

Th e m a in  a n s wer  is  th a t  pu rch a s ers  a re
NOT en t it led  to cla im  In pu t  Ta x Cred its
(ITC’s ) for  a n y GST ch a rged  if th ey bu y  a
p roper ty u n der  th e Margin  Sc he m e . For
exa m ple con s ider  a  p roper ty s old  on  31 s t

Decem ber  2001  a t  a  GST exclu s ive p r ice
of $200 ,000 , wh ich  th e ven dor  a cqu ired
on  th e 1 s t J a n u a ry 2001  for  $100 ,000 .
Th e GST ca lcu la t ion s  u n der  both  th e
s ch em es  wou ld  be a s  follows :

*   Pric e  & Cos t          Full        Margin
      Ele m e nt s            GST        Sc he m e
a ) @ 31 / 12 / 2001   $200 ,000   $ 2 0 0 ,0 0 0
b) @ 01 / 01 / 2001  $100 ,000   $ 1 0 0 ,0 0 0
c) Ma rgin  (a -b )     N/ A        $ 1 0 0 ,0 0 0
d) Va lu e s u b j GST $200 ,000   $ 1 0 0 ,0 0 0
e) GST (d  x 10%)   $   20 ,000   $   1 0 ,0 0 0
f) GST in clu s ive    $220 ,000   $ 2 1 0 ,0 0 0
g) ITC cla im a b le    $   20 ,000       N/ A
h ) Net a fter  ITC’s    $200 ,000   $ 2 1 0 ,0 0 0

*Prepared  by  S teph en  Baxter, As s ocia te Director, In d irect Tax
Con s u ltin g Grou p Ph  922 128 88  an d  d oes  n ot cover a ll th e GS T
is s u es  rela tin g to property  in d u s try  s u pplies .

Wh ere  no Ma rg in  S ch em e is  a p p l ied
A GST regis tered  bu s in es s  will pa y a
lower  n et  p r ice for  th e p roper ty if GST is
ch a rged  u n der  fu ll GST m eth od  & ITC’s
a re cla im ed . Als o ven dors  m igh t  n ot
a pp ly th e Ma rgin  Sch em e if th e GST
legis la t ion  expres s ly forb ids  th em  from
doin g s o if th ey a cqu ired  th e p roper ty
u n der  a  ta xa b le s u pp ly wh ere GST wa s
pa ya b le on  th e fu ll p r ice.
Wh ere  t h e  Ma rg in  S ch em e is  a p p l ied
1 . Th e pu rch a s er  is  NOT regis tered  for

GST a n d   n ot  en t it led  to cla im  ITC’s .
2 .  Th e pu rch a s er  IS  regis tered  for  GST

bu t  will u s e th e p roper ty to m a ke
in pu t  ta xed  s u pp lies .

 3 .  Th e in crea s e in  va lu e of th e p roper ty
s in ce 1 s t J u ly 2000  is  m in or .

4 .  S ta m p  Du ty pa ya b le is  redu ced  a s  it
is  pa ya b le on  th e n et  p r ice.

Th e ven dors  decis ion  a bou t  wh eth er  to
u s e th e Ma rgin  Sch em e s h ou ld  be in
con s u lta t ion  with  th e pu rch a s er . Sa les
con tra cts  s h ou ld  in clu de cla u s es  offer in g
th e ch oice of ta x m eth od   to th e
pu rch a s er . Wh en  m a rket in g la n d , th e
developers  s h ou ld  m a ke referen ce to th e
ch oice of ta x m eth od . Au ct ion eers  s h ou ld
a n n ou n ce wh eth er  th e b ids  a re GST
in clu s ive or  exclu s ive a n d  wh eth er  a
ch oice of ta x m eth od  is  offered . Th e
ch oice to u s e th e Ma rgin  Sch em e ca n
provide a dva n ta ges  to both  pa r t ies  a n d  is
wor th  con s u lt in g with  you r  GST a dvis or
or  a ccou n ta n t .

Th is  is  a  g u id e  on ly  a nd  p ers ons  s h ou ld  s eek
ind ep end en t  a d vice  a nd  w e  g ive  no w a rra n t y  of i t s
con t en t s  t o  a ny  p ers ons  w h o m a y  re ly  on  i t s
con t en t s  for  a ny  rea s on  fina nc ia l  or  ot h erw is e .
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