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Purchasing a rental property may be one of Q Can | claim repairs on my rental property if they are a result

the biggest decisions you'll make in your life, ~ °f damage from my renters?

A Generally speaking yes. If the damage is caused as a result

of tenant wear and tear or wilful damage of the property

(e.g. broken glass, cracked tiles) then these expenses should

be deductible. However if the repair improves the property it may
be deemed as an improvement and may need to be depreciated
We are very experienced in these structures and below are the over time. (e.g. replace a laminex bench in the kitchen with a
answers to a number of the main questions that we are asked by granite bench would not be deemed as a repair as it is not being
our clients who have rental properties. If you have a question that replaced with laminex so it will be deemed as an improvement).
we haven't covered, feel free to contact the Moneywise Tax Team
and we can chat about your particular circumstances.

There is a lot to understand and with the negative gearing

system the tax implications can certainly be a concern to you
especially if you are unsure of how to structure your own personal
circumstances in the most tax effective way.

O What is a Quantity Surveyors (QS) Report and is it worth
having one completed?
O If I turn my current home into a rental property what do

I need to be aware of? A A QS Report is prepared by a qualified Quantity Surveyor

and itemises most items within the property. Depending on

A'If you are considering renting out your property there may be their likely life span, you will be able to claim a deduction over a
tax implications when you eventually sell it. There also may be number of years. If the property is relatively new, under 10 years,
expenses that are deductible and income to be declared on your it is advisable to talk to a Quantity Surveyor to ensure any

tax return while it is being rented out. available depreciation is being claimed.

O Should the title of the property be held in my name, my O I'm currently building a rental property and am yet to earn
partner’s name or both names? any rental income. Can | claim any expenses?

AThis varies from client to client and is totally dependent upon A Yes. The interest on the loan, rates, land tax and mowing

a client’s personal circumstances — it's not a one size fits all are all deductible expenses. The building costs are generally
approach. It is highly advisable to speak to our Tax Team before not deductible until the property is built and a Quantity

signing any contracts or entering into loan arrangements to Surveyors report is completed. You can then claim depreciation
purchase a property. on an annual basis.

O Will my property be subject to Capital Gain Tax (CGT) O Are break fees on a loan deductible?

if | first lived in it but am currently renting it out and  am

renting a property myself? A Yes. Break fees to refinance the loan with another lender

are deductible.
A As long as you don’t own any other property while you are

renting yourself, your own rental property shouldn't be subject to
CGT for a 6 year period. If you move back into your rental property

O If 1 am leaving to go overseas for a number of years do
I need to lodge a tax return?

before the 6 years is up and establish it again as your primary A Yes. Regardless of whether you are living overseas you must
place of residence, you are then able to move out for a further lodge a tax return to include the income and expenses for the

6 year period during which, once again, you will not be liable for Australian property. If the property is negatively geared, you may
CGT. This is conditional on you still renting and not treating any be able to carry forward the loss and use it when you return to
other property as your primary place of residence. Australia and if the property is positively geared you may be

liable to pay tax on the income generated here in Australia.

The above information is of a general nature only and should not be used as a substitute for professional advice tailored to your specific circumstances. Accordingly, Moneywise
Global Tax Services expressly disclaims all and any liability and responsibility for actions taken as a result of the information contained herein.
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O Can | have a rental property in another country and if so do
I have to include it in my tax return?

A Yes. You can purchase a property outside of Australia and it
will need to be included in your Australian tax return. As of 1 July
2008, a loss on an overseas property can now be offset against
your Australian Income.

O Can | claim all expenses on the rental property even if it
is jointly owned with my partner?

A No. You can only claim your portion of the expenses that relate
to your ownership percentage of the property. For example, if the
property is a 50% split between 2 people then you will be entitled
to claim 50% of the expenses.

O Will my property be positively, neutrally
or negatively geared?

A'If the income earned from the property less the expenses

in maintaining it (e.g. rates, insurance, interest of loans) creates
a loss, then it will be negatively geared, if it makes a profit
then it is positively geared and if it breaks even then it is
neutrally geared.

O 1 am thinking of renting my property to my sister and will
only be charging her $50 rent per week when the real estate
agents have valued it at $200 per week. Does is matter if the
rent received is below market value?

AThe ATO would argue that you are only able to deduct expenses

up to the amount of the rent received because it isn’t being rented
at fair market value. This means that the property will be neutrally

geared for tax purposes.

O I want to purchase a rental property on my own but | am
unable to get a loan in my own name. My parents name will
need to be on the loan, but | will be paying all of the loan
interest and my name only will appear on the property’s
title deed. Can I claim all of the interest | have paid?

A Where family or friends appear on the loan documents you
are only entitled to claim interest based on your portion of the
loan. However, if you complete a loan agreement with the other
parties on the loan document then the interest charged to them
can be claimed by you. A loan agreement is a legal document
that outlines the lending arrangement where the non-purchaser
(e.g. family or friends) lends their share of the loan to you at a
particular interest rate. This may be the same interest rate as the
bank is charging or a higher rate. The loan agreement documents
must be in place to allow you to claim the full amount of interest
paid on the rental property loan in your own tax return.

For further information contact our Tax Team

Email tax@moneywiseglobal.com Ph 07 3170 7501

www.moneywiseglobaltax.com

Rental Properties

O Can | prepay the interest on my rental property?

A Yes. Provided that your loan is structured to allow it, you can
pre-pay the interest for 12 months in advance and it will be
deductible. Ensure that your lender knows it is a prepayment of
interest and not a lump sum repayment of principal and interest.
It is advisable to have the lender confirm this in writing.

O My girlfriend and | each own a house. What happens if we
move in together and rent out my property?

A You are only able to claim one main residence between you or
you can claim half an exemption to each house, but you don’t
need to do anything till you sell one of the properties. If one
property has been rented for more than 6 years, you'll have lost
the ability to give the property the half exemption from that point.

O I have a rental property but am struggling to pay the bills as
the expenses are more than the income but | don’t want to sell
it. Are there any strategies that can reduce my cash flow?

A You can lodge a PAYG variation which allows you to reduce
the amount of tax taken out of your pay throughout the year.

To achieve the maximum tax benefit, have your PAYG variation
completed and ready to lodge with the ATO by July of the new
financial year. You need to lodge a new PAYG Variation each year.
Our Tax Team can submit this variation with the ATO.

O I've bought a unit and am thinking of having a friend move
into the spare room. What are the implications if | claim my
unit as part income producing and will | have to pay CGT?

A If the money you are paid from your flatmate is more than
their share of food, phone and electricity then the income
must be declared and you will also be able to claim a portion
of the property expenses (rates, insurance, interest etc.).
However if you rent out part of your home, you lose your main
residence exemption for CGT purposes for the time you have
used it as a partial rental. The 6 year CGT exemption can't apply
while you are also living in the property. To be able to qualify
for the six year exemption, you must be absent from the home.
We recommend you discuss this with our Tax Team so you are
aware of potential CGT issues and what other expenses can
reduce your capital gains liability.
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The above information is of a general nature only and should not be used as a substitute for professional advice tailored to your specific circumstances. Accordingly, Moneywise
Global Tax Services expressly disclaims all and any liability and responsibility for actions taken as a result of the information contained herein.



