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A quick GST example 

GST change effects on a typical transaction 
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GST on Payments Basis 
Up to 30th 
Sept 

•  Invoices 12.5% 

•  Payments and 
receipts 
accounted for 
at 12.5% 

•  To calculate 
GST on Gross 
invoice 
amounts, 
divide by 9 

Adjustment 

•  Enter Debtors 
and Creditors 
into Accounting 
System 

•  Adjustment in 
30th Sept Return 

•  This adjustment 
accounts for 
different GST 
rate applied 
when the money 
will be actually 
received or paid 

From 1 Oct 

•  Invoices 15% 

•  Payments and 
receipts 
accounted for 
at 15% 

•  To calculate 
GST on Gross 
invoice 
amounts, 
multiply by 3 
and divide by 
23 
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Practical Example – Rate Change Adjustment 

•  As at 30th Sept, 2010    
•  Your business has $13,500 owing to you from Frank Spencer  

(Debtors =$12,000 + $1,500 GST) 

•  You owe $9,000 to Kelly’s Automotive for repairs   
 (Creditors = $8,000 + $1,000 GST) 

•  On Sept Return, the following adjustment is made:   
  (Creditor’s – Debtor’s) /51.75 = Extra to pay to IRD 
•  Creditors    9,000 
•  Debtors   13,500    
•  Difference      (4,500)  divide by 51.75 = $86.96   
  Extra to claim from IRD  
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     As at 30th Sept – Payments Basis GST 

Payment to IRD $500  
before ‘rate change adjustment’ 

Money Going Out 
Payable Invoices $9,000 GST 1/9th = $1,000 

Your Business XYZ Ltd 
September Return Payments Basis 

Money Coming In 
Receivable Invoices $13,500 GST 1/9th = $1,500 
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  Payments received from 1st October @ 15 % 

Payment to IRD for Sept GST return $586.96 
after ‘rate change adjustment’ 

Money Going Out 
Payments $9,000 3/23rd = $1,173.91 

Your Business XYZ Ltd 
October Return Payments Basis 

Money Coming In 
Receipts $13,500 3/23rd = $1,760.87 
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The GST adjustment 
in Xero calculated for you 

•  Business as usual, you 
won’t ‘lose out’ with the 
GST change 

•  Payments basis - file an 
adjustment based on 
creditors and debtors 
outstanding at 30 
September.  In Xero, this 
is automatically calculated 
for you. 
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GST on Invoice Basis 

Up to 30th Sept 

•  Invoices 12.5% 
•  To calculate 

GST on Gross 
invoice 
amounts, divide 
by 9 

From 1 Oct 

•  Invoices 15% 
•  To calculate 

GST on Gross 
invoice 
amounts, 
multiply by 
3,divide by 23 

 Ensure all pre 1 October transactions are entered with dates up  
 to 30 September, so that GST is calculated at 12.5%  

     No adjustment return is needed 
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   Tricky Issues – get advice for exceptions 
•  Invoices for supplies over a period of time which spans 30th 

September 

•  Exceptions – such as finance leases (12.5% applies up to 5 
years), some insurance payments 

•  Deposits received before 30th Sept relating to services or goods 
received after 30th September 

•  Check some invoices on a case by case basis to decide the 
“time of supply” – ask your accountant 

•  See www.gstadvisory.govt.co.nz for  more info and FAQ’s 


