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GST and insurance 
transactions – completing 
your activity statement

Fact sheet for business insurance holders Business

 TERMS WE USE
When we say:
■ purchases, we are referring to the GST term 

acquisitions
■ GST credits, we are referring to the GST term input tax 

credits
■ business, we are referring to the GST term enterprise.

WHEN CAN YOU CLAIM GST CREDITS FOR 
INSURANCE?
You can only claim GST credits for business related insurance 
you purchase if the insurance premium you paid or are required 
to pay to the insurer includes GST.

HOW DO YOU COMPLETE YOUR ACTIVITY 
STATEMENT?
To complete the relevant boxes on your activity statement for 
the reporting period, you may use either of the following:
■ calculation worksheet method
■ accounts method. 

 For more information about each method, refer to 
Goods and services tax – how to complete your activity 
statement (NAT 7392).

The amounts you report on your activity statement depend on 
the accounting basis you use or are otherwise required or 
permitted to use. You can account on either a:
■ cash basis
■ non-cash basis.

 For more information about cash and non-cash 
accounting, refer to:
■ chapter 5 of Goods and services tax – how to complete 

your activity statement (NAT 7392)
■ Cash and non-cash accounting (NAT 3136).

WHEN DO YOU NEED A TAX INVOICE?
Generally, you must hold a valid tax invoice to claim any GST 
you have paid. However, you cannot claim a GST credit if the 
purchase did not include GST in the price, even if you hold a 
document that says it is a tax invoice.

 You cannot claim a GST credit for any part of your 
insurance purchase that relates to:
■ input taxed sales you make
■ things you use for private or domestic purposes.

You do not have to hold a tax invoice if the item cost $82.50 
(GST-inclusive) or less. There may be other circumstances 
where you do not need a tax invoice.

 For more information about tax invoices, refer to:
■ Valid tax invoices and GST credits (NAT 12358)
■ GSTR 2000/17 Goods and services tax: tax invoices.
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HOW DO YOU ACCOUNT FOR INSURANCE?

GST credits for insurance premiums
Generally, GST is charged on insurance policies other than:
■ life insurance (these are input taxed)
■ health insurance policies (these are GST-free). 

Where GST is included in the insurance premium, include the 
price of the premium less the amount of stamp duty at G11 
(non-capital purchases).

If you use the:
■ accounts method, report one-eleventh of the amount of the 

premium (less any stamp duty) at 1B (GST on purchases)
■ calculation worksheet method, use the worksheet to work out 

how much to report at 1B (GST on purchases).

Compulsory motor vehicle third party insurance
For compulsory third party motor vehicle insurance premiums 
you paid, for cover that started before 1 July 2003, you cannot 
claim a GST credit. Do not report:
■ the amount of the premium in your purchases at G11 (non-

capital purchases) 
■ any GST credit at 1B (GST on purchases).

Telling your insurer you can claim a GST credit
If you can claim a GST credit for the business related insurance 
you purchase, you must pay GST on any settlement amount 
you receive if you:
■ don’t tell your insurer you can claim a GST credit on the 

premium before or when making an insurance claim, or
■ understate, to your insurer, the GST credit you can claim on 

the premium.

Paying GST on part of the settlement
If you:
■ don’t tell your insurer you can claim the GST credit, you must 

– work out the percentage of GST you could claim on the 
premium

– pay GST on that percentage of the settlement amount
■ understate the GST you can claim on the premium, you must 

– work out the percentage of GST you told your insurer you 
could claim for the purchase 

– work out the percentage of GST you can actually claim
– work out the difference between these percentages
– pay GST on that percentage of the settlement amount.

Report at G1 (total sales) the amount of the settlement you must 
pay GST on.

 This rule does not apply if you receive a settlement 
amount under a compulsory third party insurance scheme 
(see ‘Compulsory motor vehicle third party insurance’ on 
this page).

If you are using the:
■ accounts method, report the amount of GST you must pay on 

the settlement amount at 1A (GST on sales)
■ calculation worksheet method, use the worksheet to work out 

how much GST to report at 1A (GST on sales).

Insurance settlements
Do not report at G1 (total sales) amounts for any of the 
following:
■ money or goods you receive from your insurer to settle your 

claim under an insurance policy – provided you told your 
insurer the amount of GST you can claim on the policy 
premium, before or when you made a claim

■ settlement of your claim against another party where you are 
not the insured party and the insurer pays the settlement 
amount directly to you

■ settlement of your claim against another party where the 
insured receives the amount as settlement from their insurer 
and then provides it to you.

Do not report any GST for these amounts at 1A (GST on sales).
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GST credits and settlement amounts
Do not report anything at G11 (non-capital purchases) if you 
make a payment of money or goods to a third party to settle 
their claim against you where that payment is covered by the 
settlement of a claim you have made against your insurer.

Do not report any GST credit for these amounts at 1B (GST 
on purchases).

Paying an excess to an insurer
If you pay an excess to your insurer, you cannot claim GST 
credits on that excess.

Do not report the amount of the excess at G11 (non-capital 
purchases).

Do not report any GST credits at 1B (GST on purchases).

Paying an excess to someone other than an insurer
If you pay an excess to someone other than your insurer, you 
can claim a GST credit for the GST you pay in the price of the 
excess if:
■ the party you pay is not acting as an agent for your insurer
■ there is GST included in the amount you pay
■ you receive a tax invoice.

Report the amount of the excess at G11 (non-capital purchases) 
or at G10 (capital purchases).

If you are using the:
■ accounts method, report any GST credits you can claim at 1B 

(GST on purchases)
■ calculation worksheet method, use the worksheet to work out 

the amount to report at 1B (GST on purchases).

 MORE INFORMATION
For more information about insurance or completing your 
activity statement, refer to: 
■ Goods and services tax – how to complete your activity 

statement (NAT 7392) 
■ Insurance and GST (NAT 3427)
■ GSTR 2006/10 Goods and services tax: insurance 

settlements and entitlement to input tax credits.

For more information or to obtain copies of our publications:
■ visit our website at www.ato.gov.au
■ phone 13 28 66 
■ write to us at PO Box 9935 in your capital city

If you don’t speak English well and want to talk to a tax 
officer, phone the Translating and Interpreting Service on 
13 14 50 for help with your call.

If you have a hearing or speech impairment and have 
access to appropriate TTY or modem equipment, phone 
13 36 77. If you do not have access to TTY or modem 
equipment, phone the Speech to Speech Relay Service 
on 1300 555 727.
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OUR COMMITMENT TO YOU
We are committed to providing you with advice and guidance 
you can rely on, so we make every effort to ensure that our 
publications are correct. 

If you follow our guidance in this publication and it turns out to 
be incorrect, or it is misleading and you make a mistake as a 
result, we must still apply the law correctly. If that means you 
owe us money, we must ask you to pay it but we will not charge 
you a penalty. Also, if you acted reasonably and in good faith 
we will not charge you interest.

If you make an honest mistake in trying to follow our advice and 
guidance in this publication and you owe us money as a result, 
we will not charge you a penalty. However, we will ask you to 
pay the money, and we may also charge you interest.

If correcting the mistake means we owe you money, we will pay 
it to you. We will also pay you any interest you are entitled to.

You are protected under GST law if you rely on any GST advice 
in this publication. If you rely on this advice and it later changes, 
you will not have to pay any extra GST for the period up to the 
date of the change. 

If you feel that this publication does not fully cover your 
circumstances, or you are unsure how it applies to you, 
you can seek further assistance from us. 

We regularly revise our publications to take account of any 
changes to the law, so make sure that you have the latest 
information. If you are unsure, you can check for a more recent 
version on our website at www.ato.gov.au or contact us.

This publication was current at January 2009.


