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Generalguidancefor
rental property owners

Owningandrentingaproperty
Rentalpropertiesguide2024willhelpyou,asanowner
of rentalpropertyinAustralia,determine
•whichrentalincomeisassessablefortaxpurposes
•whichexpensesareallowabledeductions
•whichrecordsyouneedtokeep
•whatyouneedtoknowwhenyousellyourrentalproperty.

Many,butnotall,oftheexpensesassociatedwithrental
propertieswillbedeductible.Thisguideexplains
•howtoapportionyourexpensesifonlypartofthem
are taxdeductible

•whatexpensesarenotdeductible
•whenyoucanclaimthoseexpensesthataredeductible
 someyoucanclaiminthetaxreturnfortheincomeyear
inwhichyouspentthemoney
– othersmustbeclaimedoveranumberofyears
includingdeclineinvalueofdepreciatingassets
and capitalworksexpenses.

Theexamplesgiveninthispublicationfeaturing
Mr andMrs Hitchmanarebasedontheassumption
thattheHitchmansowntheirrentalpropertiesasjoint
tenantswho arenotcarryingonabusinessofletting
rental properties.

Whenyouownarentalproperty,youmayalsoneedto
know about
• capitalgainstax(CGT)
•generalvalueshiftingregime
•goodsandservicestax(GST)
•negativegearing
•payasyougo(PAYG)instalments.

Thisguideexplainstheseatpages–.

Taxandnaturaldisasters
Wehavespecialarrangementsforpeopleaffectedby
natural disasterssuchasacyclone,floodorfireoccurring
duringtheincomeyear.Formoreinformation,go to
ato.gov.au/difficulttimes

Ifyourtaxrecordswerelostordestroyed,wecanhelp
youtoreconstructthem,andmakereasonableestimates
where necessary.

Phoneouremergencysupportteamon1800806218
and we candiscussthebestwaywecanhelpyou.

Wecanalso
• fasttrackrefunds
•giveyouextratimetopaydebts,withoutinterestcharges
•giveyoumoretimetomeetactivitystatement,incometax
andotherlodgmentobligations,withoutpenalties

•helpyouifyouareexperiencingserioushardship.

GrannyflatarrangementsandCGT
Agrannyflatarrangementisawrittenagreementthatgives
aneligiblepersontherighttooccupyapropertyforlife.

AgrannyflatarrangementisexemptfromCGTif
• theownerorownersofthepropertyareindividuals
•oneormoreeligiblepeoplehaveaneligiblegrannyflat
interestintheproperty

• theownersandthepeoplewiththegrannyflatinterest
enterintoawrittenandbindinggrannyflatarrangement.
Thisarrangementmustnotbecommercialinnature.

OtherCGTeventsthatarenotrelatedtoagrannyflat
arrangement,orsitoutsidethearrangement,aresubject
to normalCGTrules.Forexample, thesaleofaproperty
thatwasusedinagrannyflatarrangement,whichhas
since terminated,issubjecttothenormalCGTrules.

Isyourrentalpropertyoutside Australia?
IfyourpropertyislocatedoutsideAustralia,special
rulesapplytothedeductibilityofyourrentalproperty
expenses.Formore informationonforeignsourceincome,
seequestion 20inIndividualsupplementarytaxreturn
instructions 2024.Ifyouareunsureofyourobligations,
contactyourrecognisedtaxadviserorus.

What’snewintherentalproperties guide?

Findoutwhat’snewfortherentalpropertiesguide.

Effectivelifedeterminations
We’reupdatinghowwepublisheffectivelifedeterminations.

Usetheeffectivelifeofadepreciatingassettowork
outitsdeclineinvalue.Youcaneithermakeyourown
estimateofitseffectivelifeorusetheCommissioner’s
effectivelifedeterminations.Forassistancewithboth,
go to ato.gov.au/effectivelifeofanasset
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Rentalincome

Rentalandrental-relatedincome
Rentalandotherrental-relatedincomeisthefullamountof
rentandassociatedpaymentsthatyoureceive,orbecome
entitledto,whenyourentoutyourproperty,whetheritis
paidtoyouoryouragent.Youmustincludeyourshareofthe
fullamountofrentyouearninyourtaxreturn.

Yourrentalincomealsoincludesrentorassociatedpayments
thatyoureceive,orbecomeentitledto,whenrentingout
partorallofyourhomethroughthesharingeconomyorthe
rentingofyourholidayhome.

Rentandassociatedpaymentsmaybeintheformofgoods
andservices.Youwillneedtoworkoutthemonetaryvalue
ofthese.Forexample,ifthetenantgivesyoupropertyor
goodsasrentinsteadofmoney,youincludethemarket
valueofthepropertyorgoodsasrental incomeinyour
tax return.

Youmustincluderentalbondmoneyasincomeifyou
becomeentitledtoretainit,forinstance,becauseatenant
defaultedontherent,orbecausedamagetoyourrental
propertyrequiredrepairsormaintenance.

Ifyoureceivedaninsurancepayout,theremaybesituations
wherethepayoutneedstobeincludedasincome,
forexample,ifyoureceivedaninsurancepaymentto
compensateyouforlostrent.

Ifyoureceivedalettingorbookingfee,youmustincludethis
aspartofyourrentalincome.

Associatedpaymentsincludeallamountsyoureceive,
or becomeentitledto,aspartofthenormal,repetitive
and recurrentactivitiesthroughwhichyouintendtogenerate
profitfromtheuseofyourrentalproperty.

Ifyoureceivedareimbursementorrecoupmentfor
deductibleexpenditure,youmayhavetoincludeanamount
asincome.Forexample,ifyoureceived
• anamountfromatenanttocoverthecostofrepairing
damagetosomepartofyourrentalpropertyandyoucan
claimadeductionforthecostoftherepairs,youneedto
includethewholeamountinyourincome

• agovernmentrebateforthepurchaseofadepreciating
asset,suchasasolarhot-watersystem,youmayneedto
includeanamountinyourincome.Formoreinformation,
seeTaxationdeterminationTD2006/31 Incometax:isa
governmentrebatereceivedbyarentalpropertyowner
anassessablerecoupmentundersubsection20-20(3)
of theIncomeTaxAssessmentAct1997,wheretheowner
isnotcarryingonapropertyrentalbusinessandreceives
therebateforthepurchaseofadepreciatingasset
for example,anenergysavingapplianceforuseinthe
rental property.

Youmustincludeasrentalincomeanyassessableamounts
relatingtolimitedrecoursedebtarrangementsinvolvingyour
rentalproperty.Formoreinformation,see
•Limitedrecoursedebtarrangementsonpage0
•Guidetodepreciatingassets2024(NAT1996).

Co-ownershipofrentalproperty
Thewaythatrentalincomeandexpensesaredivided
betweenco-ownersvariesdependingonwhetherthe
co-ownersarejointtenants,tenantsincommonor
thereisapartnershipcarryingonabusinessofletting
rental properties.

Dividingincomeandexpensesaccordingto
legal interest
Co-ownerswhoarenotcarryingonabusinessofletting
rentalpropertiesmustdividetheincomeandexpenses
fortherentalpropertyinlinewiththeirlegalinterestinthe
property.Iftheyownthepropertyas
• jointtenants,theyeachholdanequalinterestin
the property

• tenantsincommon,theymayholdunequalinterestsin
the property,forexample,onemayholda0%interest
andtheotheran80%interest.

Rentalincomeandexpensesmustbeattributedtoeach
co-owneraccordingtotheirlegalinterestintheproperty,
despiteanyagreementbetweenco-owners,eitheroralor
in writing,statingotherwise.

Example1 jointtenants
MrandMrsHitchmanownaninvestmentrental
propertyasjointtenants.Intherelevantincomeyear,
Mrs Hitchmanphonesusandasksifshecanclaim80%
oftherentallossas
• sheisearning$67,000ayear,and
•MrHitchmanisearning$1,000.

Therefore,itwouldbebetterifsheclaimedmostofthe
rentalloss,asshewouldsavemoretax.Mrs Hitchman
thoughtitwasfairthatsheclaimedabiggerloss
becausemostoftheexpenseswerepaidoutofher
wages.Underapartnershipagreementdrawnupby
theHitchmans,Mrs Hitchmanis supposedtoclaim
80% ofanyrentalloss.

WetoldMrsHitchmanthatwherepeopleowna
rentalpropertyasjointtenants,thenetrentalloss
mustbesharedinlinewiththeirlegalinterestin
theproperty.Therefore,theHitchmansmusteach
includehalfofthetotalincomeandexpensesintheir
tax returns.

AnyagreementthattheHitchmansmightdrawup
todividetheincomeandexpensesinproportions
otherthanequalshareshasnoeffectforincometax
purposes.Therefore,evenifMrsHitchmanpaidmost
ofthebillsassociatedwiththerentalproperty,she
wouldnotbeabletoclaimmoreoftherentalproperty
deductionsthanMrHitchman.
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Example2 tenantsincommon
Inexample1,iftheHitchmansownedtheirproperty
astenantsincommoninequalshares,MrsHitchman
wouldstillbeabletoclaimonly50%ofthetotal
propertydeductions.

However,ifMrsHitchman’slegalinterestwas75%and
MrHitchman’slegalinterestwas5%,MrsHitchman
wouldhavetoinclude75%oftheincomeand
expensesonhertaxreturnandMrHitchmanwould
havetoinclude5%oftheincomeandexpensesinhis
tax return.

Interestonmoneyborrowedbyonlyoneoftheco-owners
whichisexclusivelyusedtoacquirethatperson’sinterest
in therentalpropertydoesnotneedtobedividedbetween
all oftheco-owners.

Ifyoudon’tknowwhetheryouholdyourlegalinterest
asajointtenantoratenantincommon,readthetitle
deedfortherentalproperty.Ifyouareunsurewhether
youractivitiesconstitutearentalpropertybusiness,see
Partners carrying onabusinessoflettingrentalproperties
inthenext column.

Co-ownersofaninvestmentproperty
(notinbusiness)
Apersonwhosimplyco-ownsaninvestmentproperty
or severalinvestmentpropertiesisusuallyregardedasan
investorwhoisnotcarryingonabusinessoflettingrental
properties,eitheraloneorwiththeotherco-owners.This is
becauseofthelimitedscopeoftherentalpropertyactivities
andthelimiteddegreetowhichaco-owneractively
participatesinrentalpropertyactivities.

Example3 co-ownerswhoarenotcarryingon
a businessoflettingrentalproperties
TheTobinsown,asjointtenants,unitsandahouse
fromwhichtheyderiverentalincome.TheTobins
occasionallyinspectthepropertiesandalsointerview
prospectivetenants.MrTobinperformsmostrepairs
andmaintenanceonthepropertieshimself,although
hegenerallyreliesonthetenantstolethimknowwhat
isrequired.TheTobinsdoanycleaningormaintenance
thatisrequiredwhentenantsmoveout.Arrangements
havebeenmadewiththetenantsfortheweeklyrent
tobepaidintoanaccountattheirlocalbank.Although
theTobinsdevotesomeoftheirtimetorentalincome
activities,theirmainsourcesofincomearetheir
respectivefull-timejobs.

TheTobinsarenotpartnerscarryingonabusinessof
lettingrentalproperties.Theyareonlyco-ownersof
severalrentalproperties.Therefore,asjointtenants,
theymusteachincludehalfofthetotalincomeand
expensesintheirtaxreturns,thatis,inlinewiththeir
legalinterestinthe properties.

Partnerscarryingonabusinessofletting
rental properties
Mostrentalactivitiesareaformofinvestmentanddon’t
amounttocarryingonabusiness.However,whereyou
arecarryingonabusinessoflettingrentalpropertiesin
partnershipwithothers,youmustdividethenetrental
incomeorlossaccordingtothepartnershipagreement.
Youmustdothiswhetherornotthelegalinterestsinthe
rentalpropertiesaredifferenttothepartners’entitlements
toprofitsandlossesunderthepartnershipagreement.If
youdon’thaveapartnershipagreement,youshoulddivide
yournetrentalincomeorlossbetweenthepartnersequally.
See example 4.

Example4 co-ownerswhoarecarryingon
a businessoflettingrentalproperties
TheD’Souzas,ownanumberofrentalproperties,
eitherasjointtenantsortenantsincommon.Theyown
8housesandapartmentblockseach apartment
blockcomprising6 residentialunitsmakingatotal
of 6properties.

TheD’Souzasactivelymanagealloftheproperties.
Theydevoteasignificantamountoftime,anaverage
of5hoursperweekeach,totheseactivities.
Theyundertakeallfinancialplanninganddecision
makinginrelationtotheproperties.Theyinterview
allprospectivetenantsandcollectalltherents.They
carryoutregularpropertyinspectionsandattendtoall
oftheeverydaymaintenanceandrepairsthemselves
ororganiseforthemtobedoneon theirbehalf.Apart
fromincomeMr D’Souzaearnsfromshares,theyhave
noothersourcesofincome.

TheD’Souzasarecarryingonabusinessofletting
rentalproperties.Thisisdemonstratedby
• thesignificantsizeandscaleoftherental
property activities

• thenumberofhourstheD’Souzasspendon
the activities

• theD’Souzas’extensivepersonalinvolvementin
the activities,and

• the business-like manner in which the activities
are planned,organisedandcarriedon.

MrandMrsD’Souzahaveawrittenpartnership
agreementinwhichtheyagreedtocarryona
businessofletting rentalproperties.Theyhaveagreed
thatMrs D’Souzaisentitledtoa75%shareofthe
partnershipprofitsorlossesandMrD’Souzaisentitled
toa5%shareofthepartnershipprofitsorlosses.

BecausetheD’Souzasarecarryingonabusiness
oflettingrentalproperties,thenetprofitorlossit
generatesisdividedbetweenthemaccordingto
theirpartnershipagreementinproportionsof75%
and5%),eveniftheirlegalinterestsintherental
propertiesareequal,thatis,theyeachown 50%.
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Formoreinformationondividingnetrentalincome
orlossesbetweenco-owners,seeTaxationruling
TR 93/32Incometax:rentalproperty–division
of netincomeorlossbetweencoowners.

Formoreinformationondeterminingwhethera
businessoflettingrentalpropertiesisbeingcarried
on,determiningwhetheritisbeingcarriedonin
partnership,andthedistributionofpartnership
profitsandlosses, see
•TaxationrulingTR97/11Incometax:amI
carryingonabusinessofprimaryproduction?
 Paragraph1ofTaxationrulingTR97/11lists
8indicatorstodeterminewhetherabusiness
isbeingcarriedon.Althoughthisrulingrefers
tothebusinessofprimaryproduction,these
indicatorsapplyequallyto activitiesofa non-
primaryproduction nature.

•TaxationrulingTR94/8Incometax:whethera
businessiscarriedoninpartnershipincluding
‘husband andwife’partnerships

•TaxationrulingIT2423Withholdingtax:
whetherrentalincomeconstitutesproceedsof
business–permanentestablishment–deduction
forinterest

Ifyouarecarryingonabusiness,youmaybeeligible
for the smallbusinessconcessionsandsimplerdepreciation
for smallbusiness.Gotoato.gov.auformoreinformationon
smallbusinessentityconcessions.

SmallbusinessCGTconcessionsdon’tapplytoassetsthat
areusedmainlytoderiverent.

Contactusoryourrecognisedtaxadviserifyouare
unsure whether
• yourrentalpropertyactivitiesamounttoapartnership
carryingonabusinessoflettingrentalproperties

• you are carrying on a rental property activity as a joint
tenantoratenantincommon,or

• youareinbothcategories.
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Rentalexpenses

Typesofrentalexpenses
Youcanclaimadeductionforcertainexpensesyouincurfor
theperiodyourpropertyisrentedorisgenuinelyavailable
forrent.However,youcannotclaimexpensesofacapital
natureorprivatenaturealthoughyoumaybeabletoclaim
declineinvaluedeductionsorcapitalworksdeductionsfor
certaincapitalexpenditureorincludecertaincapitalcosts
in thecostbaseofthepropertyforCGT purposes.

Therearecategoriesofrentalexpenses,thosefor
which you
• cannotclaimdeductions
• canclaimanimmediatedeductionintheincomeyear
you incurtheexpense

• canclaimdeductionsoveranumberofincomeyears.

Eachofthesecategoriesisdiscussedindetailinthe
following pages.

Alwayscheckyoursupplier’sABN
Ifyoupayacontractorforservicesonyourrentalproperty,
youneedtocheckthattheyhaveanAustralianbusiness
number(ABN).Iftheydon’tprovideyouwithanABN,you
mayhavetowithhold47%ofthatpaymentandpayitto
us. For more information, go to ato.gov.au and search for
‘withholdingfromsuppliers’.Youwillneedtoregisterfora
withholdingaccountifyoudon’thaveone.

Ifyoudon’twithholdfrompaymentstoacontractorwhohas
notprovidedyouwithanABN,youmaynotbeabletoclaim
adeductionforthoseexpenses.

Formoreinformation,gotoato.gov.auandsearchfor
‘removingdeductibilityofnon-compliantpayments’.

Example5 withholdingfromsuppliers
SergioandMarciaownarentalpropertyandneedto
makerepairstoawall.

SergiogetsaquotefromDerek’sWallRepairs,asole
trader.Derekofferstodothejobfor$500withatax
invoice,or$1,800forcash.SergioandMarciachoose
topaycashandnotreceiveataxinvoice.Theydon’t
askforDerek’sABNanddon’twithholdanyamount
fromthe $1,800.Thisisanon-compliantpaymentit
doesnotcomplywithPAYGwithholdingandreporting
obligations.

AsnoABNisprovided,SergioandMarciashould
withhold47%of the$1,800payment.Thatis
withholdingtheamountof$846.Theyshouldonlypay
Derek$954,theremainingamountofthe$1,800.

AsnoamountwaswithheldSergioandMarciacan’t
claimadeductionfortherepair.

Expensesforwhichyoucannotclaim deductions
Expensesforwhichyoucannottoclaimdeductions include
•expensesnotincurredbyyou,suchaswateror electricity
usagechargesbornebyyourtenants

•expenseswhereyourpropertyincludingyourholiday
homewasnotgenuinelyavailable forrent

•expensesthatdon’trelatetotherentalofaproperty,
for example
 expensesyouincurforyourownuseofaholidayhome
thatyourentoutforpartoftheyear
 costsofmaintaininganon-incomeproducingproperty
usedascollateralfortheinvestmentloan

•expensesthatrelatetoholdingvacantland
• thecostofcertainsecond-handdepreciatingassets
• acquisitionanddisposalcostsoftheproperty
• travelexpensestoinspectapropertybeforeyoubuyit
and,incertaincircumstances,whenyouowntheproperty

•expensesincurredinrelocatingassetsbetweenrental
propertiespriortorenting

•expensesforrentalseminarsabouthelpingyoufind
a rentalpropertytoinvestin.

Travelexpenses
Travelexpensesincludethecostsof
• traveltoinspect,maintainorcollectrentfortheproperty
•mealsandaccommodationthat relatetothattravel.

Youcannotclaimadeductionfortravelexpensesthatrelate
toyourresidentialrentalpropertyunlessyouare
•usingthepropertyincarryingonabusiness
including a businessoflettingrentalproperties,or

• anexcludedentity.

Forthemeaningof‘excludedentity’,seeDefinitionson
page 5.

Ifyourtravelexpensesalsorelatetoanotherincome
producingactivity,youwillneedtoapportiontheexpenses.
Formoreinformation,seeApportionmentoftravelexpenses
onpage17.

Certainsecond-handdepreciatingassets
Youcan’tclaimadeductionforadeclineinvalueofcertain
second-handdepreciatingassetsagainstyourresidential
rentalpropertyincomeunless
• youareusingthepropertyincarryingonabusiness
includinga businessoflettingrentalproperties,or

• youareanexcludedentity.

Formoreinformation,seeLimitondeductionsfordecline
in valueofsecond-handdepreciatingassetson page0.

Formoreinformation,see
•Travelandcarexpensesonpage17
•Rentalexpensestoclaim
•Rentalpropertiesandtravelexpenses
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Acquisitionanddisposalcosts
Youcannotclaimadeductionforthecostsofacquiring
or disposingofyourrentalproperty,suchas
•purchasecostoftheproperty
• feesonbankguaranteesinlieuofdeposits
• conveyancingcosts
• advertisingexpenses
• feesofabuyer’sagentyouengagetofindyouasuitable
rentalpropertytopurchase,includingwheretheagent
recommendsapropertymanagerfreeofchargeasan
optionalorsupplementaryservice

• stampdutyonthetransferofthepropertybutnot
stampdutyonaleaseofproperty;seeLeasedocument
expensesonpage15).

However,thesecostsmayformpartofthecostbaseofthe
propertyforCGTpurposes.SeealsoCapitalgainstaxon
page.

Example6 acquisitioncosts
TheHitchmansboughtarentalpropertyfor$170,000
inJuly0.Theyalsopaidsurveyor’sfeesof$50
andstampdutyof$750onthetransferoftheproperty.
Neitheroftheseexpensesaredeductibleagainstthe
Hitchmans’rentalincome.

However,inadditiontothe$170,000purchaseprice,
theincidentalcostsof$50and$750totalling$1,100)
are includedinthecost baseandreducedcostbase
of the property.

Thismeans,whentheHitchmansdisposeofthe
property,thecostbaseorreducedcostbaseforthe
purposesofdeterminingtheamountofanycapitalgain
orcapitallosswillbe$171,100($170,000+$1,100).

Formoreinformation,gotoato.gov.auandsee
Guide tocapitalgainstax2024.

Deductionsforvacantland
Deductionsforexpensesyouincurforholdingvacantland
arenowlimited.Thisappliestolandyouheldbothbefore
andfrom1July019.

Yourlandisconsideredvacantif,atthetimeyouincurred
the expensetheland
•didnotcontainasubstantialandpermanentstructure,or
• containedasubstantialandpermanentstructurethatis
residentialpremises,butthepremises
 couldnotlawfullybeoccupied,or
– wasnotrentedoutormadeavailableforrent.

Youcanstilldeductvacantlandholdingcostsif
• thelandisheldbyan‘excludedentity’,thatisa
 corporatetaxentity
 superannuationplanotherthanaself-managed
superannuationfund
 managedinvestmenttrust
 publicunittrust
 unittrustorpartnershipofwhichallthemembersare
corporatetaxentities,superannuationplansother
thanself-managedsuperannuationfunds,managed
investmenttrustsorpublicunittrusts

• thelandisusedtocarryonabusinessby
 you
 youraffiliateoranentityofwhichyouareanaffiliate
 yourspouseorchildunder18yearsold
 anentityconnectedwithyou

• you,anaffiliateaslistedabove,spouseorchild,oran
entityconnectedwithyou,arecarryingonabusiness
ofprimaryproductionandthelandisleasedorhiredto
anotherentity

• youmakethelandavailableatarm’slengthtoabusiness
foruseinthatbusiness

• asubstantialandpermanentstructurewasonthelandbut
anexceptionalcircumstanceoccurredthatresultedinthe
landbecomingvacant.

Expensesforwhichyoucanclaim
an immediate deduction
Expensesforwhichyoumaybeentitledtoanimmediate
deductionintheincomeyearyouincurtheexpenseinclude
• advertisingfortenants
•bankcharges
•bodycorporatefeesandcharges*
• cleaning
• localcouncilrates
•electricityandgas
 annualpowerguaranteefees

•gardeningandlawnmowing
• in-houseaudioandvideoservicecharges
• insurance
 building
 contents
 publicliability
 lossofrent

• interestonloans*
• landtax*
• leasedocumentexpensesfor*
 preparation
 registration
 stampduty

• legalexpenses*excludingacquisitioncostsandborrowing
costs

•mortgagedischargeexpenses*
•pestcontrol
•phonecallsandrental
•propertyagent’sfeesandcommissionsincludingprior
to thepropertybeingavailabletorent

•quantitysurveyor’sfees
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• costsincurredinrelocatingtenantsintotemporary
accommodationifthepropertyisunfittooccupyfor
a periodoftime

• repairsandmaintenance*
 costofadefectivebuildingworksreportinconnection
torepairsandmaintenanceconducted

• secretarialandbookkeepingfees
• securitypatrolfees
• servicingcosts,forexample,servicingawaterheater
• stationeryandpostage
• tax-relatedexpenses
• travelandcarexpensestotheextentthatthey
are deductible*

•watercharges.

Youcanclaimadeductionfortheseexpensesonlyifyou
actuallyincurthemandtheyarenotpaidbythetenant.
Deductionsmarkedwithanasterisk*arediscussedin
detail onpages1–17.

Expensespriortopropertybeinggenuinelyavailable
for rent
Youcanclaimexpendituresuchasinterestonloans,
localcouncil,waterandseweragerates,landtaxesand
emergencyservicesleviesyouincurredduringrenovations
toapropertyyouintendtorentout.However,you
cannotclaimdeductionsfromthetimeyourintention
changes,forexample,ifyoudecidetousetheproperty
for private purposes.

Apportionmentofrentalexpenses
Theremaybesituationswherenotallyourexpensesare
deductibleandyouneed toworkoutthedeductibleportion.
Todothisyousubtractanynon-deductibleexpensesfrom
thetotalamountyouhaveforeachcategoryofexpense;
whatremainsisyourdeductible expense.

Youwillneedtoapportionyourexpensesifanyofthe
followingapplytoyou
• yourpropertyisgenuinelyavailableforrentforonlypart
of theyear

• your property is used for private purposes for part
of the year

•onlypartofyourpropertyisusedtoearnrent
• yourentyourpropertyatnon-commercialrates
• yourinvestmentloanispartiallyusedforprivate purposes.

Isthepropertygenuinelyavailableforrent?
Rentalexpensesaredeductibletotheextentthattheyare
incurredforthepurposeofproducingrentalincome.

Expensesmaybedeductibleforperiodswhentheproperty
isnotrentedout,providingthepropertyisgenuinely
availableforrentthatis
• thepropertyisadvertisedinwayswhichgiveitbroad
exposuretopotentialtenants,and

•havingregardtoallthecircumstances,tenantsare
reasonablylikelytorentit.

Theabsenceofthesefactorsgenerallyindicatestheowner
doesnothaveagenuineintentiontomakeincomefromthe
propertyandmayhaveotherpurposessuchasusingitor
reservingitforprivateuse.

Factorsthatmayindicateapropertyisnotgenuinely
availableforrentinclude
• itisadvertisedinwaysthatlimititsexposuretopotential
tenantsforexample,thepropertyis onlyadvertised
 atyourworkplace
 bywordofmouth
 outsideannualholidayperiodswhenthelikelihood
of it beingrentedoutisverylow

• thelocation,conditionoftheproperty,oraccessibilityto
theproperty,meanthatitisunlikelytenantswillseekto
rentit

• youplaceunreasonableorstringentconditionsonrenting
outthepropertythatrestrictthelikelihoodoftheproperty
beingrentedoutsuchas
 settingtherentabovetherateofcomparableproperties
inthearea
 placingacombinationofrestrictionsonrentingout
thepropertysuchasrequiringprospectivetenants
toprovidereferencesforshortholidaystaysaswellas
havingconditionslike‘nochildren’and‘nopets’

• yourefusetorentoutthepropertytointerestedpeople
withoutadequatereasons.

Example7 unreasonablerentalconditions
placed onproperty
Josh and Maria are retired and own a holiday home
wheretheystayperiodically.Theyadvertisethe
propertyforshort-termholidayrentalthroughareal
estateagent.

JoshandMariahaveinstructedtheagentthatthey
mustpersonallyapprovetenantsbeforetheyare
permittedtostay,andprospectivetenantsmust
providereferencesandhavenochildrenorpets.

AtnotimeduringtheyeardoJoshandMariaagree
torentoutthepropertyeventhoughtheyreceivea
numberofinquiries.

Theconditionsplacedontherentingoftheproperty
andJoshandMaria’srefusaltorentittoprospective
tenantsindicatetheirintentionisnottomakeincome
fromtheproperty,buttoreserveitfortheirown
use.Joshand Mariacannotclaimanydeductionsfor
the property.

JoshandMarianeedtokeeprecordsoftheir
expenses.Iftheymakeacapitalgainwhenthey
selltheproperty,theirpropertyexpensessuchas
propertyinsurance,interestonthefundsborrowedto
purchasetheproperty,repaircosts,maintenancecosts
andcouncilratesaretakenintoaccountinworkingout
anycapital gain.
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Example8 privateusebyownersduringkey
periodswithlittleornodemandforproperty
at other times
DanielandKatehaveschoolagedchildrenandowna
holidayhousenearthebeach.Thehouseislocatedin
anareathatispopularwithsummerholidaymakersbut
isonlyaccessiblebyfour-wheeldrive vehicle.

DuringtheyearDanielandKateadvertisetheproperty
forrentthrougha localrealestateagent.However,
DanielandKateadvisetheagentthatduringeach
schoolholidayperiodthepropertyisnottoberented
out.Theywanttoreservethepropertyfortheir
own use.

Whiletherewouldbedemandforthepropertyduring
thesummerholidayperiod,thereisnodemand
outsidethisperiodbecauseofthesmallnumberof
holidaymakersandthelocationandlimitedaccessto
the property.

Thehouseisnotrentedoutatallduringthe
income year.

InDanielandKate’scircumstances,theycannotclaim
anydeductionsfortheproperty.Theydidnothavea
genuineintentiontomakeincomefromtheproperty.
It wasessentiallyforprivateuse.

IfinthecircumstancesDanielandKatehappenedto
rentoutthepropertyforaperiod,theycanclaima
deductionforaproportionoftheirexpensesbasedon
theperiodthepropertywasactuallyrentedout.For
example,ifthehousewasrentedoutforweeks,they
couldclaimadeductionforoutof5weeksfor their
expenses.

DanielandKateneedtokeeprecordsoftheir
expenses.Iftheymakeacapitalgainwhentheysell
theproperty,theproportionofexpensessuchas
interest,insurance,maintenancecostsandcouncil
ratestheycouldnotclaimadeductionforaretaken
intoaccountinworkingouttheircapitalgain.

Propertyavailableforpart-yearrental
Ifyouuseyourpropertyforbothprivatepurposesandto
producerentalincome,youcannotclaimadeductionfor
theportionofanyexpenditurethatrelatestoyourprivate
use.Examplesofpropertiesyoumayuseforbothprivate
andrentalpurposesareholidayhomesandtime-shareunits.
Incasessuchastheseyoucannotclaimadeductionfor
anyexpenditureincurredforthoseperiodswhenthehome
orunitwasnotgenuinely availablefor rent.Thisincludes
whenitwasusedbyyou,yourrelativesoryourfriendsfor
private purposes.

Insomecircumstancesitmaybeeasytodecidewhich
expenditureisprivateinnature.Forexample,councilrates
paidforafullyearcouldbeapportionedaccordingtothe
proportionoftheyearthat
• thepropertywasrentedout,and
•genuinelyavailableforrentduringtheyear.

Itmaynotbeappropriatetoapportionallyourexpenseson
thesamebasis.Forexample,expensesthatrelatesolely
totherentingofyourpropertyarefullydeductibleandyou
wouldnotapportionthembasedonthetimetheproperty
wasrentedout.Suchcostsinclude
• realestateagentscommissions,
• costsofadvertisingfortenants,
•phonecallsyoumaketoatradespersontofixdamage
causedbyatenant,

• thecostofremovingrubbishleftbytenants.

Ontheotherhand,nopartofcertainexpensesthatrelate
solelytoperiodswhenthepropertyisnotrentedoutare
deductible.Thiswouldincludethecostofphonecallsyou
maketoatradespersontofixdamagecausedwhenyou
were usingthepropertyforprivatepurposes.

Example9 apportionmentofexpenseswhere
propertyisrentedforpartoftheyear
DaveownsapropertyinTasmania.Herentsouthis
propertyfrom1November0to0March04,
atotalof151days.Helivesaloneinthehousefor
therestoftheyear.Thecouncilratesare$1,000per
year.Heapportionsthecouncilratesonthebasisof
time rented.

Rentalexpense  portionofyear  deductible
amount

Hecanclaimadeductionagainsthisrentalincomeof

$1,000 
151

66
 $41

IfDavehastomakephonecallstotradespersonstofix
damagecausedbyatenantorhasanyotherexpenses
whichrelatesolelytotherentingofhisproperty,
heworksouthisdeductionforthesebyreasonably
estimatingthecostofeachoftheseexpenses.Itis
notappropriateforhimtoworkouthisdeductionby
claiming151/66ofthetotalexpense.
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Example10 privateuseofpropertybyowner
GailandCraigjointlyownapropertywhichwasbrand
newwhentheypurchasedit.Theyrenttheproperty
outatmarketratesanduseitasaholidayhome.They
advertisethepropertyforrentduringtheyearthrough
a realestateagent.

GailandCraigusethepropertythemselvesfor4 weeks
asaholidayhomeduringtheyear.

Duringtheyear,GailandCraig’sexpensesforthe
propertyare$6,69.Thisincludes$1,88forthe
agent’scommissionandthecostsofadvertisingfor
tenants.Italsoincludesinterestonthefundsborrowed
topurchasetheholidayhome,propertyinsurance,
maintenancecosts,councilrates,thedeclineinvalue
of depreciatingassetsandcapitalworksdeductions.

GailandCraigreceive$5,650fromrentingoutthe
propertyduringtheyear.

Nodeductionscanbeclaimedforthe4weeksGail and
Craigusedthepropertythemselves.

GailandCraigcanclaimthefull$1,88asadeduction
fortheagent’scommissionandcostsofadvertisingfor
tenants.GailandCraigcanclaimdeductionsfortheir
otherexpenses($4,801)basedontheproportionof
theincomeyearthepropertywasrentedoutorwas
genuinelyavailableforrent.

Incometaxreturn
GailandCraig’srentalincomeanddeductionsforthe
yearareasfollows

rentreceived $5,650

rentaldeductions
((48/5×$4,801)+$1,88) $,95

rentalloss ($8,0)

Astheyarejointowners,GailandCraigclaimarental
lossof$4,151eachintheirtaxreturns.

Gail and Craig need to keep records of their expenses.
If theymakeacapitalgainwhentheyselltheproperty,
theproportionoftheexpensestheycouldnotclaima
deductionforaretakenintoaccountinworkingoutany
capitalgain.

Example11 holidayhomerentedout
for part of theyear
AkshayandJesmindajointlyownaholidayhome.
Theyrentitoutbetween0Decemberand17 January
becausetheycanmakeasignificantamountofmoney
whichhelpsoffsetthecostsofowningthepropertyfor
theyear.Theyreservethepropertyfortheirownuse
fortherestoftheyear.

AkshayandJesminda’sexpensesfortheholidayhome
fortheyearwere$,00.Thisincludes$1,100forthe
agent’scommissionandthecostsofadvertisingfor
tenants.Italsoincludesinterestonthefundsborrowed
topurchasetheproperty,propertyinsurance,the
agent’scommission,repaircosts,maintenancecosts
andcouncilrates.

AkshayandJesmindareceived$,000perweekfrom
rentingthepropertyoutduringthe4weeksoverthe
ChristmasNewYearperiod.

Overallthepropertyexpensesweremorethantherent
theyreceived.AkshayandJesmindacanclaimthefull
$1,100asadeductionfortheagent’scommissionand
thecostsofadvertisingthetenants.However,fortheir
otherexpenses,AkshayandJesmindacanonlyclaim
deductionsfortheproportionoftheyeartheyrented
outtheproperty(4weeks.Theydeclarednetrental
incomeintheirtaxreturnsasfollows

rentreceived $1,000

rentaldeductions
((4/5weeks×$1,00)+$1,100) $,500

netrentalincome $8,500

Astheyarejointowners,AkshayandJesmindadeclare
netrentalincomeof$4,50eachintheirtaxreturns.

AkshayandJesmindaneedtokeeprecordsoftheir
expenses.Iftheymakeacapitalgainwhentheysell
theproperty,theproportionoftheexpensesthey
couldnotclaimadeductionforaretakenintoaccount
inworkingouttheircapitalgain.
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Onlypartofyourpropertyisusedtoearnrent
Ifonlypartofyourpropertyisusedtoearnrent,youcan
claimonlythatpartoftheexpensesthatrelatestothe
rentalincome.Asageneralguide,apportionaccordingto
thefloor-areabasisthatisthatpartoftheresidencesolely
occupiedbythetenant,togetherwithareasonablefigure
for tenantaccesstothegenerallivingareas,including
garageandoutdoorareasifapplicable.

Example12 rentingoutpartofa
residential property
Michael’sprivateresidenceincludesaself-contained
flat.Thefloorareaoftheflatisone-thirdofthearea
of the residence.

Michaelrentedouttheflatfor6monthsintheyearat
$100perweek.Duringtherestoftheyearhisniece,
Fiona,livedintheflatrentfree.

Theannualmortgageinterest,buildinginsurance,rates
andtaxesforthewholepropertyamountedto$9,000.
Michaelapportionstheseexpensesonthebasisof
thefloorarea,soone-thirdthatis$,000)appliesto
theflat.However,asMichaelusedtheflattoproduce
rentalincomeforonlyhalfoftheyear,hecanclaima
deductionforonly$1,500halfof$,000).

Assumingtherewerenootherexpenses,Michael
wouldcalculatetheincomeandexpensesfromhis
property as

rent $,600 (6weeks×$100)

expenses $1,500 ($9,000×1/×50%)

netrentalincome $1,100

Example13 rentingoutpartofa
residential property
Johndecidedtorentoutoneroominhisresidence.
The floorareaoftheroomis0percentofthearea
oftheresidence.Johnalsosharedequalaccessto
thegeneralareassuchasthekitchen,bathroomand
laundry.Thefloorareaoftheseroomsis60percent
of theareaofthe residence.

Johnrentedouttheroomandaccesstothegeneral
areasfor1monthsintheyearat$50perweek.

Theannualmortgageinterest,buildinginsurance,rates
andtaxesforthewholepropertyamountedto$1,000.
Usingthefloor-areabasisforapportioningthese
expenses,0%thatis$,400)appliestotheroom.

Assumingtherewerenootherexpenses,John
wouldcalculatetheincomeandexpensesfromhis
property as

rent $1,000 (5weeks×$50)

roomexpenses $,400 ($1,000×0%)

generalareas
expenses $,600 ($1,000×60%×50%)

netrentalincome $7,000

Formoreinformationontheapportionmentofexpenses, see
•TaxationrulingIT 2167Incometax:rentalproperties–
noneconomicrental,holidayhome,shareofresidence,
etc.cases,familytrustcasesand

•TaxationrulingTR 97/23Incometax:deductions
for repairs.

Non-commercialrental
Ifyouletaproperty,orpartofaproperty,atlessthannormal
commercialrates,theremaybealimitonthedeductionsyou
canclaim.
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Example14 privateusebyownerandrented
to relativesorfriendsatadiscountedrate
KellyandDeanbuyaholidayhomeon1July0,
whichtheyownjointly.Thehomewasyearsoldwhen
theypurchasedit.Duringholidayperiods,themarket
rentis$840perweek.Theyadvertisethepropertyfor
rentduringtheyearthrougharealestateagent.

KellyandDeanarrangewiththeagentfortheirfriend
Kimarnytostayatthepropertyforweeksata
nominalrentof$00perweek.Theyalsousethe
propertythemselvesfor4weeksduringtheyear.

Duringtheyear,KellyandDean’sexpensesforthe
propertyare$0,800($400perweek.Thisincludes
interestonthefundsborrowedtopurchasetheholiday
home,propertyinsurance,theagent’scommission,
maintenancecosts,councilrates,andcapital
works deductions.

KellyandDeanreceive$10,000fromrentingoutthe
propertyduringtheyear.Thisincludesthe$600they
receivedfromKimarny.

Nodeductionscanbeclaimedforthe4weeksKelly
andDeanusedthepropertythemselves.

KellyandDeancanclaimdeductionsfortheirexpenses
basedontheproportionoftheincomeyearitwas
rentedoutorwasgenuinelyavailableforrentatthe
marketrate45/5weeks×$0,800=$18,000.

IfKimarnyhadrentedthepropertyforthemarket
rate,KellyandDeanwouldhavebeenableto
claimdeductionsfortheweekperiodof$1,00
(/5×$0,800=$1,00).

HoweverbecausetherentKellyandDeanreceived
fromKimarnywaslessthanmarketrateandtheir
expensesweremorethantherentreceivedduringthat
period,theycannotclaimalloftheexpenses.Kellyand
Deancan onlyclaimdeductionsequaltotheamountof
therentduringthisperiod,thatis,$600.

Incometaxreturn
KellyandDean’srentalincomeanddeductionsforthe
yearareasfollows

rentreceived $10,000

rentaldeductions ($18,000+$600) $18,600

rentalloss ($8,600)

Astheyarejointowners,KellyandDeanclaimarental
lossof$4,00eachintheirtaxreturns.

KellyandDeanneedtokeeprecordsoftheirexpenses.
Iftheymakeacapitalgainwhentheyselltheproperty,
theproportionoftheexpensestheycouldnotclaim
adeductionforaretakenintoaccountinworkingout
theircapitalgain.

Formoreinformationonnon-commercialrental
arrangements,seeTaxationrulingIT2167IncomeTax:rental
properties–noneconomicrental,holidayhome,shareof
residence,etc.cases,familytrustcases.

Investmentloanusedforprivatepurposes
Ifyoutakeoutaloantopurchasearentalproperty,you
canclaimtheinterestchargedonthatloanasadeduction.
However,totheextentthattheloanisusedorrefinanced
for aprivatepurpose,youmustapportiontheinterest
expenseto accountfortheprivateuse.

Example15 investmentloanusedfor
partial privatepurpose
Rufushasownedhisapartmentforanumberofyears
andisnowlookingtoturnitintoarentalwhenhe
upgradestoalargerresidence.

Rufusstillhasamortgageovertheapartmentand
decidestorefinancethemortgageintoaninvestment
loan.Whentheloanisrefinanced,Rufususespartof
thenewloantopurchasehisnewprivateresidence.

Rufusmustapportionhisinterestexpensesand
can onlyclaimadeductionforinterestexpenseto
theextenttheyrelatetoproducinghisrentalincome.
Hecannotclaimadeductionforanyportionof
theexpenseswhichrelatetothepurchaseofhis
private residence.

Formoreinformation,seeTaxationrulingTR2000/2Income
tax:deductibilityofinterestonmoneysdrawndownunder
lineofcreditandredrawfacilities.

Co-ownerrentsproperty
Therentreceivedisassessableincomeifyouowna
property
• astenantincommonwithanotherperson,
• youdon’tliveintheproperty,and
• youletyourpartofapropertytoyourco-owner
at a commercialrentalrate.

Accordingly,you maydeductanylossesoroutgoings
incurredingainingtherentalincome,providedthelossesor
outgoingsarenotof acapital,domesticorprivatenature.

Asbestosremediation
Workundertakentoaninvestmentpropertyindealingwith
asbestosmay,insomecases,beadeductiblerepair.This
dependsonthenatureorextentofthe remediationprocess.

Wheretheexpenditureisnototherwisedeductibleasa
repair,adeductionmaybeavailableasan‘environmental
protectionactivity’.

Formoreinformation,seeTaxationrulingTR2020/2Income
tax:deductionsforexpenditureonenvironmentalprotection
activities.

Bodycorporatefeesandcharges
Stratatitlebodycorporatesareconstitutedunderthestrata
titlelegislationofthevariousstatesandterritories.

Youmaybeabletoclaimadeductionforbodycorporate
feesandchargesyouincurforyourrentalproperty.

Bodycorporatefeesandchargesmaybe incurredtocover
thecostofday-to-dayadministrationandmaintenanceor
for aspecialpurposefund.
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Regularpaymentsyoumaketobodycorporate
administrationfundsorgeneralpurposesinkingfunds
forongoingadministrationandgeneralmaintenanceare
consideredtobepaymentsfortheprovisionofservicesby
thebodycorporate.Youcanclaimadeductionforthese
regularpaymentsatthetimeyouincurthem.However,ifyou
arerequiredbythebodycorporatetopayaspeciallevyto
fundaparticularcapitalimprovement,theseleviesarenot
deductible.Thisisthecasewhetherthatspeciallevyispaid
intoaspecialpurposefundorasaspecialcontributionto
thegeneralpurposesinkingfund.

Ifthebodycorporatedoesraiseaspeciallevytofund
certaintypesofconstructioncosts,youmaybeabletoclaim
acapitalworksdeduction.Youcanonlyclaimacapitalworks
deductiononcetheworkiscompletedandthecosthas
beenchargedtoeither
• thespecialpurposefund
• thegeneralpurposesinkingfund,ifaspecialcontribution
hasbeenlevied.

Youcannotalsoclaimadeductionforsimilarexpensesifthe
bodycorporatefeesandchargesyouincurareforthingslike
• themaintenanceofcommongardens
•deductiblerepairsandbuildinginsurance.

For example,youcannotclaimaseparatedeductionfor
commongardenmaintenanceifthatexpenseisalready
includedinbodycorporatefeesandcharges.

Commonproperty
Commonpropertyisthatpartofastrataplannotcomprised
inanyproprietor’slot.Itincludesstairways,lifts,passages,
commongardenareas,commonlaundriesandotherfacilities
intendedforcommonuse.

Theownershipofthecommonpropertyvariesaccording
totherelevantstatestratatitlelegislation.However,inall
states,theincomederivedfromtheuseofthecommon
propertyisincomeoflotowners.Youcanclaimdeductions
forthecommonpropertyinproportiontoyourlot
entitlement for
• capitalworks
• thedeclineinvalueofdepreciatingassetsinsomecases.

Formoreinformation,seeDeductionfordeclineinvalueof
depreciatingassetsonpage19.

Formoreinformationonstratatitlebodycorporates,see
TaxationrulingTR2015/3Incometax:mattersrelatingto
stratatitlebodiesconstitutedunderstratatitlelegislation.

Interestonloans
Ifyoutakeoutaloantopurchasearentalproperty,youcan
claimtheinterestchargedonthatloan,oraportionofthe
interest,asadeduction.However,thepropertymustbe
rented,orgenuinelyavailableforrental, intheincomeyear
for whichyouclaimadeduction.

Youcannotclaimadeductionforinterestexpensesyou
incur ifeither
• youstarttousethepropertyforprivatepurposes
• yourefinanceaninvestmentloanforprivatepurposes
or otherwiseusetheloanforaprivatepurpose.

Iftheexpenseswereincurredpartlyforaprivatepurpose,
youmustapportiontheexpenseaccordingly.Formore
informationseeInvestmentloanusedforprivatepurpose
on page1.

Whilethepropertyisrented,orgenuinelyavailableforrent,
youmayalsoclaiminterestchargedonloanstakenout
• topurchasedepreciatingassets
• forrepairs
• forrenovations.

Similarly,ifyoutakeoutaloantofinancerenovationstoa
propertyyouintendtorentout,theinterestontheloanwill
bedeductiblefromthetimeyoutooktheloanout.However,
ifyourintentionchanges,forexample,youdecidetouse
thepropertyforprivatepurposesandyouno longeruseitto
producerentorotherincome,youcannotclaimtheinterest
afteryourintentionchanges.

Banksandotherlendinginstitutionsofferarangeof
financialproductswhichcanbeusedtoacquirearental
property.Manyoftheseproductspermitflexiblerepayment
andredrawfacilities.Asaconsequence,aloanmight
beobtained topurchasebotharentalpropertyand,for
example,aprivatecar.Incasesofthistype,theintereston
theloanmustbeapportionedintodeductibleandnon-
deductiblepartsaccordingtotheamountsborrowedforthe
rentalpropertyandforprivatepurposes.Asimpleexampleof
thenecessarycalculationforapportionmentof interestisin
example16.Ifyouhavealoanaccountthathasafluctuating
balanceduetoavarietyofdepositsandwithdrawals,and
itisusedforbothprivatepurposesandrentalproperty
purposes,youmustkeepaccuraterecordstoenableyou
tocalculatetheinterestthatappliestotherentalproperty
portionoftheloan;thatis,youmustseparatetheinterest
thatrelatestotherentalpropertyfromanyinterestthat
relatestotheprivateuseofthefunds.

Formoreinformationonhowtocalculateinterestforthese
typesofproducts,seeTaxationrulingTR2000/2Incometax:
deductibilityofinterestonmoneysdrawndownunderlineof
creditfacilitiesandredrawfacilities.

Somerentalpropertyownersborrowmoneytobuyanew
homeandthenrentouttheirprevioushome.Ifthereisan
outstandingloanontheoldhomeandthepropertyisused
toproduceincome,theinterestoutstandingontheloan,or
partoftheinterest,willbedeductible.However,aninterest
deductioncannotbeclaimedontheloanusedtobuythe
newhomebecauseitisnotusedtoproduceincome.This
isthecasewhetherornottheloanforthenewhomeis
securedagainsttheformerhome.
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Example16 apportionmentofinterest
TheHitchmansdecidetousetheirbank’s‘Mortgage
breaker’accounttotakeoutaloanof$09,000from
which$170,000istobeusedtobuyarentalproperty
and$9,000istobeusedtopurchaseaprivatecar.
Theywillneedtoworkouteachyearhowmuchoftheir
interestpaymentsaretaxdeductible.Thefollowing
whole-yearexampleillustratesanappropriatemethod
thatcouldbeusedtocalculatetheproportionof
interestthatisdeductible.Theexampleassumesan
interestrateof6.75%perannumontheloanandthat
thepropertyisrentedfrom1July

Interestforyear1 = $09,000 × 6.75% = $14,108

Apportionmentofinterestpaymentsrelatedto
rental property

Totalinterest
expense 

rentalpropertyloan

total borrowings
 deductibleinterest

$14,108 
$170,000

$09,000
 $11,475

Morecomplicatedinvestmentloaninterestpayment
arrangementsalsoexist,like‘linked’or‘split’loanswhich
involveormoreloansorsub-accountsinwhichoneisused
forprivatepurposesandtheotherforbusinesspurposes.
Repaymentsareallocatedtotheprivateaccountandthe
unpaidinterestonthebusinessaccountiscapitalised.This
isdesignedtoallowyoutopayoffyourhomeloanfaster
whiledeferringpaymentsonyourrentalpropertyloanand
maximisesyourpotentialinterestdeductionbycreating
interestoninterest.

Thiscancreateataxbenefitbecausethedeductionfor
interestactuallyincurredontheinvestmentaccountis
greaterthantheamountofinterestthatmightreasonably
beexpectedtohavebeenallowablebutforusingtheloan
arrangementoutlinedabove.Inthiscasewemaydisallow
someorallofyourinterestdeductions.Youshouldseek
advicefromyourrecognisedtaxadviserorcontactusto
discussyoursituation.Formoreinformation,seeTaxation
determinationTD2012/1Incometax:canPartIVAofthe
IncomeTaxAssessmentAct1936applytodenyadeduction
forsome,orall,oftheinterestexpenseincurredinrespect
ofan‘investmentloaninterestpaymentarrangement’ofthe
typedescribedinthisDetermination?

Ifyouprepayinterestitmaynotbedeductibleallatonce;
seePrepaidexpensesonpage0.

Ifyouco-owntheproperty,seeCo-ownershipofrental
propertyonpage,formoreinformationonhowtocalculate
yourdeductionforinterestexpenses.

Thincapitalisation
IfyouareanAustralianresidentandyouoranyassociate
entitieshavecertaininternationaldealings,overseas
interestsorifyouareaforeignresident,thenthin
capitalisationrulesmay affectyouifyourdebtdeductions,
suchasinterest,combinedwiththoseofyourassociate
entitiesfor0 –4aremorethan$,000,000.

Companies,partnershipsandtruststhathaveinternational
dealingswillneedtocompletetheInternationalDealings
Schedule(IDS).SeetheInternationaldealingsschedule2024
(NAT745).

Formoreinformationonthedeductibility
of interest, see
•TaxationrulingTR2004/4Incometax:
deductionsforinterestincurredpriortothe
commencementof,orfollowingthecessationof,
relevantincomeearning activities

•TaxationrulingTR2000/2Incometax:
deductibilityofinterestonmoneysdrawndown
underlineofcreditfacilitiesandredrawfacilities

•TaxationrulingTR98/22Incometax:the
taxationconsequencesfortaxpayersentering
intocertainlinkedorsplitloanfacilities

•TaxationrulingTR95/25Incometax:
deductionsforinterestundersection8-1of
theIncomeTaxAssessmentAct1997following
FC of Tv.Roberts,FCofTv.Smith

•TaxationrulingTR2019/2Incometax:
whether penaltyinterestisdeductible

•TaxationrulingTD1999/42Incometax:do
the principlessetoutinTR98/22applytolineof
creditfacilities?

•TaxationrulingTD2012/1Incometax:canPart
IVAoftheIncomeTaxAssessmentAct196
applytodenyadeductionforsome,orall,of
theinterestexpenseincurredinrespectofan
‘investmentloaninterestpaymentarrangement’
ofthetypedescribedinthisDetermination?

•Expensesyoucanclaimonato.gov.au

Ifyouneedhelptocalculateyourinterestdeduction,seek
advicefromyourrecognisedtaxadviserorcontactusto
discussyoursituation.
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Landtax
Landtaxliabilitiesmaybedeductible,dependingonwhen
thelandtaxliabilityarises.Thetimingofwhenyouincur
aliabilitytopaylandtaxwilldependontherelevantstate
legislation.Yourliabilitytopaylandtaxdoesnotrelyon
thelodgmentofalandtaxreturnoronthetaxingauthority
issuingalandtaxassessment.Inmanystates,theyear
inwhichthepropertyisusedfortherelevantpurposes
determineswhenyouareliable,evenifanassessment
does notissueuntilalaterdate.

Whenyoureceivelandtaxassessmentsinarrears,theamount
oflandtaxisnotdeductibleintheincomeyearinwhichyou
paythearrears.Thelandtaxamountsaredeductibleinthe
respectiveincomeyearstowhichtheliabilityforthelandtax
relates.Formoreinformationonhowtoclaimadeductionfor
land taxrelatedtoapreviousincomeyear,
see ato.gov.au/requestamendment

Ifalandowner receivesalandtaxassessmentforayear,
thenlaterinthesameincomeyeareithersellstheproperty
orstartstouseitastheirresidence,thereisnorequirement
toapportionthelandtaxdeduction.Weconsiderthatthe
landtaxliabilitywasincurredforanincomeproducing
purposebecausetheliabilityforitwasfoundedinthe
property’suseforincome-producingpurposes.

Intheeventofthepropertybeingsoldandtherebeingan
adjustmentofthelandtax,therecoveredamountshouldbe
declaredasrentalincomebythevendor.

Leasedocumentexpenses
Yourshareofthecostsofpreparingandregisteringalease
andthecostofstampdutyonaleasearedeductibleto
theextentthatyouhaveused,orwilluse,thepropertyto
produceincome.Thisincludesanysuchcosts associated
withanassignmentorsurrenderofalease.

Forexample,freeholdtitlecannotbeobtainedforproperties
intheAustralianCapitalTerritory(ACT).Theyarecommonly
acquiredunder a99-yearcrownlease.Therefore,stamp
duty,preparationandregistrationcostsyouincuronthe
leaseofanACTpropertyaredeductibleto theextentthat
youusethepropertyasarentalproperty.

Legalexpenses
Somelegalexpensesincurredinproducingyourrental
incomearedeductible.Theseincludethecostsof
•evictinganon-payingtenant
• takingcourtactionforlossofrentalincome
•defendingdamagesclaimsforinjuriessufferedby
a third partyonyourrentalproperty.

Mostlegalexpenses,however,areofacapitalnatureand are
thereforenotdeductible.Theseincludecostsof
•purchasingorsellingyourproperty
• resistinglandresumption
•defendingyourtitletotheproperty.

Formoreinformation,seeRentalproperties–
Expensesyoucanclaim.

Non-deductiblelegalexpenseswhicharecapitalinnature
may,however,formpartofthecostbaseofyourpropertyfor
capitalgainstaxpurposes.

Formoreinformation,seeCapitalgainstaxon
page .Youcanalsogotoato.gov.auandread
Guidetocapitalgainstax2024.

Example17 deductiblelegalexpenses
InSeptember0,theHitchmans’tenantsmovedout,
owing6weeksrent.TheHitchmansretainedthebond
moneyandtookthetenantstocourttoterminatethe
leaseandrecoverthebalanceoftherent.Thelegal
expensestheyincurreddoingthisarefullydeductible.
TheHitchmanswereseekingtorecoverrentalincome,
andtheywishedtocontinueearningincomefromthe
property.TheHitchmansmustincludetheretained
bondmoneyandtherecoveredrentintheirrental
incomeintheyearofreceipt.

Mortgagedischargeexpenses
Mortgagedischargeexpensesarethecostsinvolvedin
dischargingamortgageotherthanpaymentsofprincipal
andinterest.Thesecostsaredeductibleintheyeartheyare
incurredtotheextentthatyoutookoutthemortgageas
securityfortherepaymentofmoneyyouborrowedtouseto
produceyourrentalincome.

Forexample,ifyouusedapropertytoproducerentalincome
forhalfthetimeyouhelditandasyourholidayhomeforthe
otherhalfofthetime,50%ofthecostsofdischargingthe
mortgagearedeductible.

Mortgagedischargeexpensesmayalsoincludepenalty
interestpayments.Penalty interestpaymentsareamounts
paidtoalender,suchasabank,toagreetoacceptearly
repaymentofaloan,includingaloanonarentalproperty.
Theamountsarecommonlycalculatedbyreferencetothe
numberofmonthsthatinterestpaymentswouldhavebeen
madehadtheprematurerepaymentnotbeenmade.

Penaltyinterestpaymentsonaloanrelatingtoarental
propertyaredeductibleif
• theloanmoneysborrowedaresecuredbyamortgage
overthepropertyandthepaymenteffectsthedischarge
ofthemortgage,or

•paymentismadeinordertoridthetaxpayerofarecurring
obligationtopayinterestontheloan.

Formoreinformation,seeTaxationdeterminationTR2019/2
Incometax:whetherpenaltyinterestisdeductible.
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Propertyagentsfeesorcommissions
Youcanclaimthecostoffees,suchasregularmanagement
feesorcommissionsyoupaytoapropertyagentorreal
estateagentformanaging,inspectingorcollectingrentfor
a rentalpropertyonyourbehalf.

Youareunabletoclaimthecostof
• commissionsorothercostspaidtoarealestateagentor
otherpersonforthesaleordisposalofarentalproperty

•buyer’sagentfeespaidtoanyentityorpersonyouengage
tofindyouasuitablerentalpropertytopurchase.

Thesecostsmayformpartofthecostbaseofyour
propertyforcapitalgainspurposes.

Repairsandmaintenance
Expenditureforrepairsyoumaketothepropertymay
be deductible.However,generallytherepairsmustrelate
directlyto wearandtearorotherdamagethatoccurredas
a resultof yourrentingouttheproperty.

Repairsgenerallyinvolveareplacementorrenewalofaworn
outorbrokenpart,forexample,replacingwornordamaged
curtains,blindsorcarpetsbetweentenants.Maintenance
generallyinvolveskeepingthepropertyinatenantable
condition,forexamplerepaintingfadedordamaged
interior walls.

However,expenseswhicharecapital,orofacapitalnature
arenotdeductibleasrepairsormaintenance.The following
areexamplesofexpenseswhicharecapitalorofa
capital nature
• replacementofanentirestructureorunitofproperty
suchasacompletefenceorbuilding,astove,kitchen
cupboardsorrefrigerator

• improvements,renovations,extensionsandalterations,
and

• initialrepairs,forexample,inremedyingdefects,damage
ordeteriorationthatexistedatthedateyouacquired
the property.

Replacinganentirestructureorunitofpropertythatisa
depreciatingasset,forexampleastoveorrefrigerator,may
triggerabalancingadjustmentevent.Youmayalsoclaima
declineinvalueforreplacingadepreciatingasset.Formore
information,seeGuidetodepreciatingassets2024.

Youmaybeabletoclaimsomeconstructionexpensesas
capitalworksdeductionswheretheexpensesarecapitalor
ofacapitalnature.Formoreinformation,seeCapitalworks
deductionsonpage6.

Expensesofacapitalnaturemayformpartofthecost
baseofthepropertyforcapitalgainstaxpurposesbutnot
generallytotheextentthatcapitalworksdeductionshave
beenorcanbeclaimedforthem.Formoreinformation,
see theGuidetocapitalgainstax2024.

SeealsoCostbaseadjustmentsforcapitalworks
deductionsonpage 9.

Example18 repairspriortorentingout
the property
TheHitchmansneededtodosomerepairstotheir
newlyacquiredrentalpropertybeforethefirsttenants
movedin.Theypaidaninteriordecoratortorepaint
dirtywalls,replacebrokenlightfittingsandrepair
doors onbedrooms.

Theyalsodiscoveredwhiteantsinsomeofthe
floorboards.Thisrequiredwhiteanttreatmentand
replacementofsomeoftheboards.

Theseexpenseswereincurredtomaketheproperty
suitabletoberentedoutanddidnotarisefromthe
Hitchmans’useofthepropertytogeneraterental
income.Theexpensesareinitialrepairsandarecapital
innatureandtheHitchmansarenotabletoclaima
deductionforthese expenses.

Repairstoarentalpropertywillgenerallybedeductibleif
• thepropertycontinuestoberentedonanongoingbasis,
or

• thepropertyremainsgenuinelyavailableforrentalbut
thereisashortperiodwhenthepropertyisunoccupied,
forexample,whereunseasonableweathercauses
cancellationsofbookingsoradvertisingisunsuccessfulin
attractingtenants.

Expenditureforrepairsyoumaketothepropertymayalso
bedeductiblewheretheexpenditureisincurredinayear
ofincomethatthepropertyisheldforincomeproducing
purposes,eventhoughthepropertyhaspreviouslybeen
heldbyyouforprivatepurposes,andsomeorallofthe
damageisattributabletowhenthepropertywasheldfor
private purposes.

Ifyounolongerrenttheproperty,thecostofrepairsmaystill
bedeductibleprovided
• theneedfortherepairsisrelatedtotheperiodinwhich
thepropertywasusedbyyoutoproduceincome,and

• thepropertywasincome-producingduringtheincome
yearinwhichyouincurredthecostofrepairs.

Example19 repairswhenthepropertyis no longer
rentedout
AfterthelasttenantsmovedoutinSeptember0,
theHitchmansdiscoveredthatthestovedidnotwork,
kitchentileswerecrackedandthetoiletwindowwas
broken.Theyalsodiscoveredaholeinabedroomwall
thathadbeencoveredwithaposter.InOctober0,
theHitchmanspaidforthisdamagetoberepairedso
theycouldselltheproperty.
Asthetenantswerenolongerintheproperty,the
Hitchmanswerenotusingthepropertytoproduce
rentalincome.However,theycouldstillclaima
deductionforrepairstothepropertybecausethe
repairsrelatedtotheperiodwhentheirtenantswere
livinginthepropertyandtherepairswerecompleted
beforetheendofthe incomeyearinwhichthe
propertyceasedtobeusedtoproduceincome.
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Examplesofrepairsforwhichyoucanclaimdeductionsare
• replacingbrokenwindows
•maintainingplumbing
• repairingelectricalappliances.

Examplesofimprovementsforwhichyoucannotclaim
deductionsare
• landscaping
• insulatingthehouse
• addingonanotherroom.

Formoreinformation,see
•Capitalgainstaxonpage 32
•Expensesyoucanclaimnowatato.gov.au
•Guidetocapitalgainstax2024
•Guidetodepreciatingassets2024
•TaxationrulingTR97/23Incometax:deductions
forrepairs.

Travelandcarexpenses
Travelexpensesrelatingtoaresidentialrentalpropertyare
generallynotdeductible.

Youmaybeentitledtoclaimadeductionfortravelexpenses
youincurrelatingto yourrentalpropertyif
• youareanexcludedentity,or
• youareusingthepropertyincarryingonabusiness
includingabusinessoflettingrentalproperties,or

• thepropertyisnotaresidentialrentalproperty.

Forthemeaningof‘excludedentity’and‘residentialrental
property’,seeDefinitionsonpage5.

Travelexpensesincludethecostsoftraveltoinspect,
maintainorcollectrentfortheproperty.

Ifyouareentitledtoclaimadeductionforatravelexpense
relatingtoyourrentalproperty,claimasfollows
•Youareallowedafulldeductionwherethesolepurpose
ofthetriprelatestotherentalproperty.However,inother
circumstancesyoumaynotbeabletoclaimadeductionor
youmaybeentitledtoonlyapartialdeduction.

• Ifyouflytoinspectyourrentalproperty,stayovernight,
andreturnhomeonthefollowingday,alloftheairfareand
accommodationexpenseswouldgenerallybeallowedas
adeductionprovidedthesolepurposeofyourtripwasto
inspectyourrentalproperty.

Example20 travelandvehicleexpenses
In0 –4,MrHitchmanownedaresidentialrental
propertyinNorthHarbourandacommercialproperty
in EastVillage.

MrHitchmanvisitedtheresidentialrentalpropertya
numberoftimesafterthetenantsmovedintocarry
outinspectionsandmaintenancework.MrHitchman
cannotclaimdeductionsforthecostofhistravelto
inspectandmaintaintheproperty.

MrHitchmanalsovisitedthecommercialproperty
anumberoftimesafterthetenantsmovedin,to
carryoutminorrepairs.Hetravelled16kilometres
duringthecourseofthesevisits.Thepropertyisa
commercialproperty,soMrHitchmancanclaim the
following deduction

Distance
travelled  rate

perkm  deductible
amount

16km  85cents
perkm  $18

OnhiswaytogolfeachSaturday,MrHitchmandrove
pastthepropertyto‘keepaneyeonthings’.These
motorvehicleexpensesarenotdeductibleastheyare
incidentaltotheprivatepurposeofthejourney.

Fortheappropriaterates,
atato.gov.au/taxreturninstructions2024

Apportionmentoftravelexpenses
Wheretravelrelatedtoyourcommercialrentalproperty
ortoyourresidentialrentalpropertyusedincarryingon
abusinessoflettingrentalpropertiesiscombinedwitha
holidayorotherprivateactivities,youmayneedto apportion
theexpenses.

Ifyoutraveltoinspectthepropertyandcombinethiswith
a holiday,youneedtotakeintoaccountthereasonsfor
yourtrip.Ifthemainpurposeofyourtripistohaveaholiday
andtheinspectionofthepropertyisincidentalto thatmain
purpose,youcannotclaimadeductionforthecostofthe
travel.However,youmaybeabletoclaimlocalexpenses
directlyrelatedtothepropertyinspectionandaproportion
ofaccommodationexpenses.

Youmayalsoneedtoapportionyourtravelexpensesif
theyrelatetoyourcommercialrentalpropertyorresidential
rentalpropertyusedincarryingonabusinessofletting
rentalproperties,andresidentialrentalpropertynotused
incarryingonabusinessoflettingrentalproperties.For
moreinformation,seeLawcompanionrulingLCR2018/7
Residentialpremisesdeductions:travelexpenditurerelating
torentalinvestment properties.
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Example21 apportionmentoftravelexpenses
MrandMrsHintonownaresidentialrentalproperty
andacommercialrentalpropertyinaresorttownon
thenorthcoastofQueensland.Theyspent$1,000
onairfaresand$1,500onaccommodationincluding
mealswhentheytravelledfromtheirhomeinPerthto
theresorttown,mainlyforthepurposeofholidaying,
butalsotoinspectbothproperties.Theyalsospent
$50ontaxifaresforthereturntripfromthehotel
tothecommercialrentalproperty,and$100ontaxi
faresforareturntripfromthehoteltotheresidential
rentalproperty.TheHintonsspentonedayonmatters
relatingtothecommercialrentalproperty,anotherday
onmattersrelatingtotheresidentialrentalproperty,
and8daysswimmingandsightseeing.

Nodeductioncanbeclaimedforanypartofthe
$1,000 airfares.

Nodeductioncanbeclaimedforanypartofthe
$100 taxifareasitisatravelexpenserelatedtothe
residentialrentalproperty.

However,theHintonscanclaimadeductionforthe
$50taxifarewhichwasincurredinrelationtothe
commercialrentalproperty.

Adeductionfor10%(1day÷10daysofthe
accommodationincludingmealsexpenses(10%of
$1,500=$150)wouldbeconsideredreasonableinthe
circumstancesgiventheHintonsspentonefulldayon
mattersrelatingtotheircommercialproperty.Thetotal
travelexpensestheHintonscanclaimaretherefore
$00($50taxifareplus$150accommodation.
Accordingly,MrandMrs Hintoncaneachclaima
deductionof$100.

Formoreinformation,seeRentalproperties–
claimingtravelexpensedeductionsatato.gov.au

Localgovernmentexpenses
Youcanclaimadeductionforlocalgovernmentratesand
leviesfortheperiodyourpropertyisrentedorisgenuinely
availableforrent.

Whereyoufailtopaylocalgovernmentratesandchargesfor
thepropertybytheduedates,youmaybecomeliabletopay
interestchargesundertherelevantstatelaw.Youcanclaim
theseinterestchargesasataxdeduction.It isnotexcluded
bythepenaltyprovisionsofthetaxlaw.We consider
theimpositionofinterestinthesecircumstancesisnota
pecuniary punishment for a breach of the Local Government
Actbutanadministrativechargerecognisingthetime
valueofmoney.Theuseofatimefactorinthecalculation
isdesignedtocompensatethelocalgovernmentforthe
fullamountofratesnothavingbeenpaidbytheduedate.
The interestpaymentisaccordinglydeductibletothe
taxpayerintheyearinwhichitisincurred.

Ifthelocalcouncilinwhichyourrentalpropertyislocated
imposesanannualemergencyserviceslevy,youcan
claimadeductionforthatamount.Anemergencyservice
levyisachargeimposedbyalocalcouncilonproperty
ownerstomeetsomeofthecostsfortheprovisionof
emergencyservicesbytheCountryFireAuthority,the
MetropolitanFireAuthority,thePolice Forceandother
agencies.Itiscalculatedbasedonthevalueoftheland
andchargedannually.Weconsideritisanongoingexpense
incurredin thecourseofearningyourrentalincome andis
therefore a deductible expense.

Expensesdeductibleoverseveralincome years
Therearetypesofexpensesyoumayincurforyour rental
propertythatmaybeclaimedoverseveralincome years
•borrowingexpenses
• amountsfordeclineinvalueofdepreciatingassets
allowedonlyincertaincircumstances

• capitalworksdeductions.

Eachofthesecategoriesisdiscussedindetailinthe
following pages.

Borrowingexpenses
Theseareexpensesdirectlyincurredintakingoutaloan
for theproperty.Theyinclude
• loanestablishmentfees
• titlesearchfeeschargedbyyourlender
• costsforpreparingandfilingmortgagedocuments
•mortgagebrokerfees
• stamp dutychargedonthemortgage
• feesforavaluationrequiredforloanapproval
• lender’smortgageinsurancebilledtotheborrower.

Thefollowingarenotborrowingexpenses
• insurancepolicypremiumsonapolicythatprovidesfor
yourloanonthepropertytobepaidoutintheeventthat
youdieorbecomedisabledorunemployed

• interestexpenses
• stamp dutychargedonthetransferoftheproperty
• stamp dutyincurredtoacquirealeaseholdinterestin
propertysuchasanACT99-yearCrownlease.

Ifyourtotalborrowingexpensesaremorethan$100,the
deductionisspreadover5yearsorthetermoftheloan,
whicheverisless.Ifthetotaldeductibleborrowingexpenses
are$100orless,theyarefullydeductibleintheincomeyear
theyareincurred.

Ifyourepaytheloanearlyandinlessthan5years,youcan
claimadeductionforthebalanceoftheborrowingexpenses
intheyeartheloanisrepaidinfull.

Ifyouobtainedtheloanpartwaythroughtheincomeyear,
thedeductionforthefirstyearwillbeapportionedaccording
tothenumberofdaysintheyearthatyouhadtheloan.
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Example22 apportionmentofborrowingexpenses
Inordertosecurea0-yearloanof$09,000topurchasearentalpropertyfor$170,000andaprivatemotorvehiclefor
$9,000,theHitchmanspaidatotalof$1,670inestablishmentfees,valuationfeesandstampdutyontheloan.As the
Hitchmans’borrowingexpensesaremorethan$100,theymustbeapportionedover5yearsbecausethatislessthan
theperiodof theloan(0years.Also,becausetheloanwastobeusedforbothincome-producingandnon-income
producingpurposes,onlytheincome-producingportionoftheborrowingexpensesisdeductible.Astheyobtainedthe
loanon17July0,theywouldworkouttheborrowingexpensedeductionforthefirstyearasfollows

Borrowing
expenses 

numberof
relevantdaysinyear

numberofdays
inthe5-yearperiod


maximum

amountforthe
incomeyear


rentalpropertyloan

totalborrowings
 deduction

foryear

Year1
leapyear $1,670.00 

50days

1,86days
 $0.10 

$170,000

$09,000
 $60.7

Theirborrowingexpensedeductionsforsubsequentyearswouldbeworkedoutasshowninthetablebelow

Borrowing
expenses
remaining



numberof
relevantdaysinyear

remainingnumberofdays
inthe5-yearperiod


maximum

amountforthe
incomeyear


rentalpropertyloan

totalborrowings
 deduction

foryear

Year2 $1,49.90 
65days

1,476days
 $.8 

$170,000

$09,000
 $71.5

Year3 $1,016.08 
65days

1,111days
 $.8 

$170,000

$09,000
 $71.5

Year4 $68.6 
65days

746days
 $.81 

$170,000

$09,000
 $71.5

Year5 $48.45 
65days

81days
 $.8 

$170,000

$09,000
 $71.5

Year6 $14.6 
16days

16days
 $14.6 

$170,000

$09,000
 $11.90

Deductionfordeclineinvalueofdepreciatingassets
Youcandeductanamountequaltothedeclineinvalue
in0 –4ofadepreciatingassetthatyouheldforany
timeduringtheyear.However,yourdeductionisreduced
totheextentyouusetheassetforapurposeotherthana
taxablepurpose.From1July017, yourdeductionisalso
reducedbytheextentyouinstalledorusedtheassetin
yourresidentialrentalpropertytoderiverentalincomeand
theassetwasasecond-handdepreciatingassetunless an
exception applies.

Formoreinformation,seeLimitondeductionsfordecline
in valueofsecond-handdepreciatingassetsonpage0.

Whenyoupurchasearentalproperty,youaregenerally
treatedfortaxpurposesashavingboughtabuilding,
plusvariousseparateitemsof‘plant’.Itemsofplantare
depreciatingassets,suchasairconditioners,stovesand
otheritems.Thepurchasepriceaccordinglyneedstobe
allocatedbetweenthe‘building’andvariousdepreciating
assets.For moreinformationon‘plant’,seeDefinitions
on page4.

Someitemsfoundinarentalpropertyareregardedaspartof
thesettingfortherent-producingactivityandarenottreated
asseparateassetsintheirownright.If yourdepreciating
assetisnotplant,anditisfixedto,orotherwisepartof,a
buildingorstructuralimprovement,yourexpenditurewill
generallybeconstructionexpenditureforcapitalworks
andonlyacapitalworksdeductionmaybeavailablefor
those items.

Formoreinformation,seeCapitalworksdeductionson
page 6.
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Limitondeductionsfordeclineinvalueofsecond-hand
depreciatingassets
Therearedifferentrulesforthedeclineinvalueofcertain
second-handdepreciatingassetspurchasedwithyour
residentialrentalpropertyafter1July017.Ifyouusethese
assetstoproducerentalincomefromyourresidentialrental
property,youcannotclaimadeductionfortheirdecline
invalueunlessyouareusingthepropertyincarryingona
businessincludingabusinessoflettingrentalproperties,
oryouareanexcludedentity.Forthemeaningof‘residential
rentalproperty’and‘excludedentity’,seeDefinitionson
page 5.

Second-handdepreciatingassetsaredepreciatingassets
previouslyinstalledreadyforuseorused
•byanotherentityexceptastradingstock
• inyourprivateresidenceor
• foranon-taxablepurpose,unlessthatusewasoccasional
forexample,stayingatthepropertyforoneeveningwhile
carryingoutmaintenanceactivitieswouldbeconsidered
anoccasionaluse.

Theserulesapplytothedepreciatingassetsthat you
•enteredintoacontracttoacquire,orotherwiseacquired,
after7:0pmon9May017,or

•usedorhadinstalledreadyforuseforanyprivatepurpose
in016–17orearlierincomeyears,forwhichyouwerenot
entitledtoadeductionforadeclineinvaluein016–17
forexample,depreciatingassetsinapropertythatwas
yourhomein016–17thatyouturnedintoyourresidential
rentalpropertyin017–18).

Youcanclaimadeductionforthedeclineinvalueof
newdepreciatingassetsinyourresidentialpropertyand
depreciatingassetsinyourresidentialrentalpropertythat
youinstalledorusedforataxablepurposeotherthanthe
purposeofderivingrentalincomeregardlessofwhenthey
werepurchased.

Example23 newandsecond-hand
depreciating assets
On0August0,Donna acquireda-yearold
apartmentthatsheofferedforresidentialrental
accommodation.Depreciatingassetsinitincluded
carpetinstalledbythepreviousownerinJuly01.
Donnainstalledthefollowingdepreciatingassetsin
the apartmentbeforerentingitout
•newcurtainsthatsheboughtfromCurtainsLtd,
• ausedtelevisionsetthatsheboughtfroma
friend, and

• anoldclothesdryershepreviouslyusedin
her house.

Donnausestheassetstoderiverentalincomefrom
a residentialrentalproperty.

Donnacannotclaimdeductionsforthedeclineinvalue
ofthecarpet,televisionsetandclothesdryerasthey
aresecond-handdepreciatingassets.However,she
canclaimadeclineinvaluedeductionforthecurtains
astheywerenewwheninstalled.

Example24 establishedresidentialrental
property purchase
Saaniaboughtaoneyearoldresidentialrentalproperty
for$500,000on1July0andrentsitout.The
propertycontainsvariousdepreciatingassetsthat
wereusedbyitspreviousowner.

SinceSaaniaboughtthepropertyafter9May017,
shecannotclaimdeductionsforthedeclineinvalue
of anyexistingdepreciatingassetsintheproperty.

Assetsinnewresidentialrentalproperties
Ifyouacquireanewlybuiltresidentialpropertyfroma
developer,orbuyaresidentialpropertythathasbeen
substantiallyrenovated,youcanclaimadeductionfora
declineinvalueofadepreciatingassetintheproperty
or its commonareaif
•noonewaspreviouslyentitledtoadeduction forthe
asset,and

•either
 nooneresidedinthepropertybeforeyouacquiredit,or
– theassetwasinstalledforuseorusedatthisproperty
andyouacquiredthepropertywithin6monthsofit
beingbuiltorsubstantiallyrenovated.

Substantialrenovationsofabuildingarerenovationsinwhich
all,orsubstantiallyall,ofabuildingisremovedorisreplaced.
Therenovationsmay,butdon’tnecessarilyhaveto,involve
theremovalorreplacementoffoundations,externalwalls,
interiorsupportingwalls,floors,rooforstaircases.Formore
information,seeGoodsandservicestaxrulingGSTR2003/3
Goodsandservicestax:whenisasaleofrealpropertyasale
ofnewresidentialpremises?
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Example25 boughtnewapartmentsonealready
tenanted,onevacant
On10December0,Timpurchasedapartments
fromadeveloper4monthsaftertheywerebuilt.Atthe
timeofpurchase,oneapartmentwasrentedoutbythe
developerandtheotherwasvacant.

Bothoftheapartmentscontaindepreciatingassets,
suchascurtainsandfurniture.Theassetswere
installedbeforeTimpurchasedtheapartments.There
arealsosharedareasintheapartmentcomplex.The
sharedareashavearangeofnewdepreciatingassets
thatarejointpropertyofalltheapartmentowners.

Notaxpayerwasentitledtoadeductionfordecline
invalueofthedepreciatingassetsintheapartments
andthesharedareasbeforeTimpurchased
the apartments.Thisisbecause
• theapartmentsandthedepreciatingassetsarepart
ofthedeveloper’stradingstock,and

• thetenantdoesnotholdthedepreciatingassets.

Forthevacantapartmentanditssharedareas,Timis
entitledtoclaimdeductionsfordeclineinvalueofthe
depreciatingassets.

Forthetenantedapartmentanditssharedareas,Tim
isentitledtoclaimdeductionsfordeclineinvalueof
thedepreciatingassetsalthoughtheyhavebeenused
for4monthsbecause
•noonewasentitledtoadeductionforadeclinein
valueofthesedepreciatingassets,and

• theapartmentwassuppliedtoTimwithin6months
ofitbeingbuilt.

Timcandeductonlyhisshareofthedeclineinvalueof
thedepreciatingassetsinstalledinthesharedareasof
theapartmentcomplex.

IfTimsellstheapartments,thenextownerwillnot
bealloweddeductionsonthedeclineinvalueofthe
existingdepreciatingassets,neitherintheapartment
norinthesharedareas.

Howdoyouworkoutyourdeduction?
Youworkoutyourdeductionforthedeclineinvalueof
adepreciatingassetusingeitherthediminishingvalue
methodortheprimecost method.Bothmethodsarebased
ontheeffectivelifeoftheasset.Youcanworkoutyour
deductionsusingtheDepreciationandCapitalAllowances
Tool(DCAT)onourwebsite.Gotoato.gov.auandsearchfor
‘DCAT’.Youcanusethistoolduringtheyeartoprogressively
enter amounts.

Diminishingvaluemethod
Thediminishingvaluemethodassumesthatthedeclinein
valueeachyearisaconstantproportionoftheremaining
valueandproducesaprogressivelysmallerdeclineovertime.

Fordepreciatingassetsyoustartedtoholdonorafter
10May006,yougenerallyusethefollowingformula
forworkingoutdeclineinvalueusingthediminishing
value method

basevalue* 
daysheld†

65


00%

asset’seffectivelife

* Fortheincomeyearinwhichanassetisfirstusedorinstalled
readyforuseforanypurpose,thebasevalueistheasset’scost.
Foralaterincomeyear,thebasevalueistheasset’sopening
adjustablevalueplusanyamountsincludedintheasset’ssecond
elementofcostforthatyear.

†Daysheldcanbe66inaleapyear.

Thisformuladoesnotapplyinsomecases,suchasifyou
disposeofandreacquireanassetjustsothedeclineinvalue
oftheassetcanbeworkedoutusingthisformula.

Fordepreciatingassetsyoustartedtoholdpriorto
10May006,theformulaforworkingoutdeclineinvalue
usingthediminishingvaluemethodis

basevalue* 
daysheld†

65


150%

asset’seffectivelife

* Fortheincomeyearinwhichanassetisfirstusedorinstalled
readyforuseforanypurpose,thebasevalueistheasset’scost.
Foralaterincomeyear,thebasevalueistheasset’sopening
adjustablevalueplusanyamountsincludedintheasset’ssecond
elementofcostforthatyear.

†Daysheldcanbe66inaleapyear.

Anasset’scosthaselements.Thefirstelementofcostis,
generally,amountsyouaretakentohavepaidtoholdthe
asset,suchasthepurchaseprice.Thesecondelementof
costis,generally,theamountyouaretakentohavepaidto
bringtheassettoitspresentcondition,suchasthecostof
capitalimprovementstotheasset.Ifmorethanoneperson
holdsadepreciatingasset,eachholderworks outtheir
deductionforthedeclineinvalueoftheassetbasedontheir
interestintheassetandnotonthecostoftheassetitself.

Theadjustablevalueofadepreciatingassetisitscost
first andsecondelementslessitsdeclineinvalueup
tothattime.Adjustablevalueissimilartotheconceptof
undeductedcostusedintheformerdepreciationprovisions.
Theopeningadjustablevalueofanassetfor an incomeyear
isgenerallythesameasitsadjustablevalueattheendofthe
previousincomeyear.

Primecostmethod
Theprimecostmethodassumesthatthevalueofa
depreciatingassetdecreasesuniformlyoveritseffectivelife.
Theformulaforworkingoutdeclineinvalueusingthe prime
costmethodis

asset’scost 
daysheld†

65


100%

asset’seffectivelife

†Daysheldcanbe66inaleapyear.
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Theformulaundertheprimecostmethodmayhavetobe
adjustedifthecost,effectivelifeoradjustablevalueof
theassetismodified.Formoreinformation,seeGuideto
depreciatingassets2024.

Underthediminishingvaluemethod,thedeclineinvalueof
anassetforaparticularincomeyearcannotamounttomore
thanitsbasevalueforthatincomeyear.

Undertheprimecostmethod,thegeneralruleisthatthe
declineinvalueofanassetforaparticularincomeyear
cannotexceeditsopeningadjustablevalueforthatyear
andanyamountincludedinthesecondelementof itscost
forthatyear.For anincomeyearinwhichtheassetstart
timeoccurs,thedeclineinvalueofanassetcannotexceed
its cost.

Ifyouuseadepreciatingassetforotherthanataxable
purposeforexample,youusethesamelawnmowerat
bothyourrentalpropertyandyourprivateresidenceyou
areallowedonlyapartialdeductionfortheasset’sdeclinein
value,basedonthepercentageoftheasset’stotalusethat
wasforataxablepurpose.

Iftheassetisasecond-handdepreciatingassetyouuseto
deriverentalincomefromyourresidentialrentalproperty,
youmaynotbeabletoclaimadeductionforitsdecline
invalue.SeeLimitondeductionsfordeclineinvalueof
second-handdepreciatingassetsonpage0.

Effectivelife
Generally,theeffectivelifeofadepreciatingassetishow
longitcanbeusedtoproduceincome
•havingregardtothewearandtearyoureasonablyexpect
fromyourexpectedcircumstancesofuse

• assumingthatitwillbemaintainedinreasonablygood
orderandcondition,and

•havingregardtotheperiodwithinwhichitislikelyto be
scrapped,soldfornomorethanscrapvalueor abandoned.

Effectivelifecanbeexpressedinwholeyears,orinfractions
ofyears,forexample,5andtwo-thirds.Itisnotroundedto
thenearestwholeyear.

Formostdepreciatingassetsyoucanchoosetoworkoutthe
effectivelifeyourselfortouseaneffectivelifedeterminedby
theCommissionerofTaxation.

Thesortofinformationyoucouldusetomakeanestimateof
effectivelifeofanassetislistedintheGuideto depreciating
assets2024.

Inmakinghisdetermination,theCommissionerassumesthe
depreciatingassetisnew,andhasregardtogeneralindustry
circumstancesofuse.

Asageneralrule,usetheeffectivelifethatisinforceat the
timetherelevanttimeyou
•enteredintoacontracttoacquirethedepreciatingasset
•otherwiseacquiredit,or
• startedtoconstructit.

ThelatestTaxationrulingTR2022/1Incometax:effective
lifeofdepreciatingassets applicablefrom1July2022),lists
theCommissioner’sdeterminationsoftheeffectivelifefor
variousdepreciatingassets.

Youneedtoworkoutwhicheffectivelifeapplies.
Youmayhavetouseapreviouseffectiveliferuling.
Go to ato.gov.au/effectivelifedeterminations

TaxationrulingTR0/1willbewithdrawnwhenthelatest
LegislativeInstrumentfortheCommissioner’seffectivelife
determinationsispublished.

Tomakeyourownestimateofitseffectivelifeor
usetheCommissioner’seffectivelifedeterminations,
go to ato.gov.au/effectivelifeofanasset

Immediatedeductionforcertainnon-businessdepreciating
assetscosting$300orless
Thedeclineinvalueofcertaindepreciatingassetscosting
$00orlessistheircost.Thismeansyougetanimmediate
deductionforthecostoftheassettotheextentthatyouuse
ittoproduceassessableincome,includingrentalincome,
duringtheincomeyearinwhichthedeductionisavailable.

Theimmediatedeductionisavailableifallofthefollowing
testsaremetinrelationtotheasset
• itcost$00orless
• youuseditmainlyforthepurposeofproducingassessable
incomethatwasnotincomefromcarryingonabusiness
forexample,rentalincomewhereyourrentalactivities
didnotamounttothecarryingonofabusinessofletting
rentalproperties

• itwasnotpartofasetofassetscostingmorethan$00
thatyoustartedtoholdintheincomeyear,and

• itwasnotoneofanumberofidentical,orsubstantially
identical,assetsthatyoustartedtoholdintheincome
yearthattogethercostmorethan$00.

Ifyouholdanassetjointlywithothersandthecostofyour
interestintheassetis$00orless,youcanclaimthe
immediatedeductioneventhoughthetotalcostoftheasset
wasmorethan$00;seePartnerscarryingonabusinessof
lettingrentalpropertieson page 4.

Example26 immediatededuction
InNovember0,Terrypurchasedanewtoaster
forhisrentalpropertyatacostof$70.Hecanclaim
animmediatedeductionasheusesthetoasterto
producerentalincome,providedheisnotcarryingon
a businessof letting rentalproperties.
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Example27 noimmediatededuction
Paulaisbuyingasetof4newidenticaldiningroom
chairscosting$90eachforherrentalproperty.She
cannotclaimanimmediatedeductionforanyofthese
becausetheyarepartofasetofassets,andthetotal
costismorethan$00.

Theamountofanimmediatedeductionmayalsoneedtobe
reducediftheassetisusedforpurposesotherthantaxable
purposesseesubsection405()oftheITAA1997).For
moreinformation,seeLimitondeductionsfordeclinein
valueofsecond-handdepreciatingassetsonpage 0.

Formoreinformationonimmediatedeductions
fordepreciatingassetscosting$00orless,see
Guide todepreciatingassets2024.

Low-valuepooling
Youcanallocatelow-costassetsandlow-valueassets
relatingtoyourrentalactivitytoalow-valuepool.

Alow-costassetisadepreciatingassetthatcostsless
than$1,000asattheendoftheincomeyearinwhich
youstarttouseit,orhaveitinstalledreadyforuse,fora
taxable purpose.

Alow-valueassetisadepreciatingassetthatisnota
low-costassetbutwhichon1July0or1Julyofthe
relevantincomeyearhadanopeningadjustablevalueof
lessthan$1,000underthediminishingvaluemethod.

Ifyouholdanassetjointlyandthecostofyourinterestinthe
assetortheopeningadjustablevalueofyourinterestisless
than$1,000,youcanallocateyourinterestintheassetto
yourlow-valuepool.

Onceyouchoosetocreatealow-valuepoolandallocate
alow-costassettoit,youmustpoolallotherlow-cost
assetsyoustarttoholdfromthattimeon.However,
thisdoesnotapplytolow-valueassets.Youcandecide
whethertoallocatelow-valueassetstothepoolonan
asset-by-asset basis.

Onceyouhaveallocatedanassettothepool,itremains
in thepool.

Onceanassetisallocatedtoalow-valuepoolitisnot
necessarytoworkoutitsadjustablevalueordeclineinvalue
separately.Onlyoneannualcalculationforthedeclinein
valueforallofthedepreciatingassetsinthepoolisrequired.

Youworkoutthedeductionforthedeclineinvalueof
depreciatingassetsinalow-valuepoolusingadiminishing
valuerateof7.5%.

Fortheincomeyearyouallocatealow-costassettothe
pool,youworkoutitsdeclineinvalueatarateof18.75%,
or halfthepoolrate.Halvingtheraterecognisesthatassets
maybeallocatedtothepoolthroughouttheincomeyearand
eliminatestheneedtomakeseparatecalculationsforeach
assetbasedonthedateitwasallocatedtothe pool.

Whenyoufirstallocateadepreciatingassettoalow-value
pool,youmustmakeareasonableestimateofthe
percentagethatyouwillusetheassetforataxablepurpose
overitseffectivelifeforalow-costassetoritsremaining
effectivelifeforalow-valueasset.Thispercentageis
knownastheasset’staxableuse percentage.

From1July017,includethetaxablepurposeofusing
theassettoproducerentalincomefromresidentialrental
propertyifyouwouldbeentitledtoclaimadeductionforthe
declineinvalueofthatasset.SeeLimitondeductionsfor
declineinvalueofsecond-handdepreciatingassets.Forthe
meaningof‘excludedentity’and‘residentialrentalproperty’,
seeDefinitionson page 5.

Itisthistaxableusepercentageofthecostoropening
adjustablevaluethatiswrittenoffthroughthe
low-valuepool.

Formoreinformationonlow-valuepooling,andon
howtotreatassetsusedonlypartlytoproduce
assessableincome,includingrentalincome,and
howtotreatthedisposalofassetsfromalow-value
pool,seeGuidetodepreciatingassets2024.
Youcanworkoutyourdeductionsforassetsyou
allocatetoalow-valuepoolusingtheDepreciation
andCapital AllowancesTool(DCAT)onourwebsite.
Go to ato.gov.auandsearchfor‘DCAT’.Youcanuse
thistoolforeachincomeyeartocalculatedeclinein
valuedeductionamounts.

Ifyouareanindividualwhoownsorjointlyownsa rental
property,youclaimyourlow-valuepooldeductionforrental
assetsasa‘Low-valuepooldeduction’inyourtaxreturn,and
youdon’ttakethisdeductionintoaccountintheamountyou
showat‘Rent’inyourtaxreturn.

Whathappensifyounolongerholdoruse
a depreciating asset?
Ifyouceasetoholdoruseadepreciatingasset,abalancing
adjustmenteventwilloccur.Ifthereisabalancing
adjustmentevent,youneedtoworkoutabalancing
adjustmentamounttoincludeinyourassessableincomeor
toclaimasa deduction.

Abalancingadjustmenteventoccursforadepreciating
asset if
• youstopholdingit,forexample,iftheassetissold,lost
or destroyed

• youstopusingitandexpectnevertouseitagain
• youstophavingitinstalledreadyforuseandyouexpect
nevertoinstallitreadyforuseagain

• youhavenotuseditanddecidenevertouseit,or
• achangeoccursintheholdingorinterestsinanasset
whichwasoristobecomeapartnershipasset.
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Youworkoutthebalancingadjustmentamountbycomparing
theasset’sterminationvaluesuchastheproceedsfrom
thesaleoftheassetanditsadjustablevalueatthetimeof
thebalancingadjustmentevent.If the terminationvalueis
greaterthantheadjustablevalue,youincludetheexcessin
yourassessableincome.If youareanindividualwhoowns
orhasco-ownershipofarentalproperty,youshowthe
assessableamountasOther incomeinyourtaxreturnand
don’ttakeitintoaccountin theamountyoushowatRent.

Iftheterminationvalueislessthantheadjustablevalue,
you candeductthedifference.

Formoreinformationonbalancingadjustments,
see theGuidetodepreciatingassets2024.

Ifabalancingadjustmenteventhappenstoadepreciating
assetthatyouusedatsometimeotherthanfor
income-producingpurposesforexample,privately
then a capitalgainorcapitallossmightarisetothe
extent thatyousousedtheasset.

From1July017,ifabalancingadjustmenteventhappens
toadepreciatingassettowhichtherulesaboutdeductions
fordeclineinvalueofsecond-handdepreciatingassets
inresidentialrentalpropertiesapply, then acapitalgainor
capitallossmight arise.

Youcanworkoutbalancingadjustmentsusingthe
DepreciationandCapitalAllowancesToolavailable
at ato.gov.au

Formoreinformationoncapitalgainstax
and depreciatingassetsseeGuidetocapitalgains
tax 2024.

Purchaseandvaluationofsecond-handassets
Whereyoupayanamountforadepreciatingassetand
somethingelse,onlythatpartthatisreasonablyattributable
tothedepreciatingassetistreatedasbeingpaidfor.

Whereyoupurchasearentalpropertyfromanunrelated
party,oneobjectivemeansofestablishingyourcostof
depreciatingassetsacquiredwiththepropertyistohave
theirvalue,asagreedbetweenthecontractingparties,
specifiedinthesaleagreement.Thevaluesneedtobe
reasonable.Ifthesaleagreementforyourpropertydoes
notspecifyseparatevaluesforthedepreciatingassets,
you willneedtoworkoutareasonablecostfortheassets
to determineyourclaimfor depreciation.

Youcandothisyourselforyoumaywishtousea
qualified valuer.Anyvaluationmethodologyusedtowork
outthecostofthedepreciatingassetsmustbeableto
demonstrateareasonablebasisforthatvalue.Formore
informationonvaluingdepreciatingassets,goto
ato.gov.au/marketvaluationfortaxpurposes

Apportionmentofvaluesbetweenvariousassetsaffectsthe
costbaseofthepropertywhichissubjecttocapitalgains
tax.Amountsallocatedtothecostofdepreciatingassetson
thepurchaseoftherentalpropertyaresubtractedfromthe
purchaseprice,inordertoarriveatthe CGTcostbaseofthe
rentalproperty.

Example28 second-handresidentialrental
propertypurchase
On1October0,theSullivanspurchaseda
-year-oldresidentialpropertyfor$500,000.
The propertywasrentedoutbefore,andtheSullivans
continuedtorentitoutaftertheyboughtit.The
Sullivansdidnotpurchaseanynewdepreciatingassets
fortheproperty.Theyusedtheexistingdepreciating
assetsinthepropertytoderiverentalincomefromthe
property.The Sullivansdidnotcarryonabusinessof
lettingrentalproperties.

TheSullivansdon’tneedtoidentifyseparate
depreciatingassetsinthepropertyastheyarenot
entitledtoadeductionforadeclineinvalueofany
previouslyuseddepreciatingassetsintheproperty.

TheSullivansmayneedtohireaqualifiedprofessional
toestimateconstructioncostsofthepropertyinorder
todeterminewhethertheyare entitledtoanycapital
worksdeductions.SeeEstimatingconstructioncosts.

Workingoutyourdeductionsfordeclineinvalue
of depreciatingassets
Followingareexamplesofhowtoworkoutdeclineinvalue
deductionsfornewassetsinnewlybuiltresidentialrental
properties.

TheGuidetodepreciatingassets2024hasworksheets
•Worksheet1Depreciatingassets
•Worksheet2Low-valuepool.

Usethesetoworkoutyourdeductionsfordeclineinvalueof
depreciatingassets.Youcanalsoworkoutyourdeductions
usingthedepreciationandcapitalallowancestool.
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Example29 workingoutdeclineinvaluedeductions
TheHitchmansboughtanewlybuiltrentalpropertyon1July0.Theyobtainedareportfromaprofessionalthat
identifiedthedepreciatingassetsintherentalpropertyandtheircost.

TheHitchmansusethereporttoworkoutthecostoftheirindividualinterestsintheassets.Theycaneachclaim
deductionsfordeclineinvaluefor46daysof0 –4.IftheHitchmansusetheassetswhollytoproducerentalincome,
thedeductionforeachassetusingthediminishingvaluemethodisworkedoutbelow.

Declineinvaluecalculationusingthediminishingvaluemethod

Description

Costofthe
interestin
the asset

Base
value

No.of
daysheld,

dividedby365

200%divided
byeffectivelife

years

Deduction
fordecline
invalue

Adjustable
valueatend
of2023 –24

Furniture $,000 $,000 46divided
by 65

00%divided
by 1⅓ $84.45 $1,715.55

Carpets $1,00 $1,00 46divided
by 65

00%divided
by8 $84.8 $915.6

Curtains $1,000 $1,000 46divided
by 65

00%divided
by6 $15.98 $684.0

Totals $4,200 $4,200 $884.81 $3,315.19

Astheadjustablevaluesofthecurtainsandthecarpetsattheendof0 –4arelessthan$1,000,eitherorbothoftheHitchmanscanchoose
to transfertheirinterestinthecurtainsandthecarpetstotheirlow-valuepoolfor(04 –5).

Example30 declineinvaluedeductions,low-valuepool
In0 –4theHitchmans’daughter,Leonie,whoownsarentalpropertyinAdelaide,allocatedtoalow-valuepoolsome
newdepreciatingassetssheacquiredinthatyear.Thelow-valuepoolalreadycomprisedvariouslow-valueassets.Leonie
expectstousetheassetssolelytoproducerentalincome.

Taxableusepercentage
ofcostoropening
adjustablevalue

Low-value
pool rate

Deductionfor
declineinvalue
in 2023 –24

Low-valueassetsdeclineinvaluecalculation:

Various $1,679 7.5% $60

Low-costassetsdeclineinvaluecalculation:

Televisionsetpurchased11/11/0) $747 18.75% $140

Gasheaterpurchased8//04) $0 18.75% $57

Totallow-costassets $1,050 18.75% $197

Totaldeductionfordeclineinvaluefor2023 –24 $827

Totaldeductionfordeclineinvaluefor2023 –24is$827($630plus$197).

Closingpoolbalancefor2023 –24

Low-valueassets $1,679–$60  $1,049

Low-costassets $1,050–$197  $85

Closingpoolbalancefor2023 –24is$1,902($1,049plus$853)
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Capitalworksdeductions
Youcandeductcertainkindsofconstructionexpenditure.
Inthecaseofresidentialrentalproperties,thedeductions
wouldgenerallybespreadoveraperiodof5or40 years.
Thesearereferredtoascapitalworksdeductions.Yourtotal
capitalworksdeductionscannotexceedtheconstruction
expenditure.Nodeductionisavailableuntiltheconstruction
iscomplete.

Deductionsbased onconstructionexpenditureapplyto
capitalworkssuchas
• abuildingoranextension,forexample,addingaroom,
garage,patioorpergola

• alterations,suchasremovingoraddinganinternalwall, or
• structuralimprovementstotheproperty,forexample,
addingagazebo,carport,sealeddriveway,retainingwall
orfence.

Youcanonlyclaimdeductionsfortheperiodduringtheyear
thatthepropertyisrentedorisgenuinelyavailablefor rent.

Wheretherentalpropertyisdestroyed,forexamplebyfire
oranaturaldisasterevent,andresultsinatotallossofthe
asset,youcandeductanamountintheincomeyearinwhich
thecapitalworksaredestroyedforallofyourconstruction
expenditurethathasnotyetbeendeducted.However,
youmustreducethisdeductionbyanyinsuranceand
salvage receipts.

Ifhowever,usingthesameexampleabove,duringanincome
yearthebuildingisaffectedbyfireandthebuildingcannot
berentedormadeavailableforrentbutitisexpectedtobe
madeavailableforrentagain,thentheownerscannotclaim
adeductionforcapitalworksforthenumberofdaysthatthe
buildingisnotavailableforrent.

Ifyouclaimedcapitalworksdeductionsbasedon
constructionexpenditure,youcannottakethatexpenditure
intoaccountinworkingoutanyothertypesofdeductions
youclaim,suchasdeductionsfordeclineinvalueof
depreciating assets.

Amountofdeduction
Theamountofthedeductionyoucanclaimdependsonthe
typeofconstructionandthedateconstructionstarted.

Table1onthenextpageshowsyouthetypesofrental
propertyconstructionthatqualify.Ifthetypeofconstruction
youownorownjointlydoesnotappearnexttotherelevant
‘dateconstructionstarted’inthetable,youcannotclaim
a deduction.Ifthetypeofconstructionqualifies,table2
on page8showstherateofdeduction available.

‘Certainbuildings’inTable1are
• apartmentbuildingsinwhichyouownorleaseatleast
10 apartments,unitsorflats,or

• ahotel,motelorguesthousethathasatleast
10 bedrooms.
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Table1 Typesofrentalpropertyconstructionthatqualifyfordeduction

Dateconstructionstarted Typeofconstructionforwhichdeductioncanbeclaimed

BeforeAugust1979 None

August1979to
19July198

Certainbuildingsintendedtobeusedoncompletiontoprovideshort-term
accommodationto travellers

0July198to
17July1985

Certainbuildingsintendedtobeusedoncompletiontoprovideshort-term
accommodationto travellers

Buildingintendedtobeusedoncompletionfornon-residentialpurposes
for example,ashoporoffice

18July1985to
6February199

Anybuildingintendedtobeusedoncompletionforresidentialpurposes
or to produceincome

7February199to
18August199

Certain buildings intended to be used on completion to provide short-term
accommodationto travellers

Anyotherbuildingintendedtobeusedoncompletionforresidentialpurposes
or to produce income

Structuralimprovementsintendedtobeusedoncompletionforresidential
purposesorto produceincome

19August199to
0June1997

Certainbuildingsintendedtobeusedoncompletiontoprovideshort-term
accommodationto travellers

Anyotherbuildingintendedtobeusedoncompletionforresidentialpurposes
or to produce income

Structuralimprovementsintendedtobeusedoncompletionforresidential
purposesorto produceincome

Environmentprotectionearthworksintendedtobeusedoncompletionfor
residentialpurposesortoproduceincome

After0June1997 Anycapitalworksusedtoproduceincomeevenif,oncompletion,itwasnot
intendedthattheybeusedforthatpurpose
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Table2 Rateofdeductionbasedondate
constructionstarted

Dateconstructionstarted

Rateof
deductionper
incomeyear

BeforeAugust1979 nil

August1979to
1August1984 .5%

August1984to
15September1987 4%

After15September1987 .5%

Whereconstructionofabuildingtoprovide
short-termaccommodationfortravellers
commencedafter6 February199,therate
of deductionwasincreasedto4%.

Forapartmentbuildings,the4%rateappliestoapartments,
unitsorflatsonlyifyouownorlease10ormoreofthemin
thebuilding.

Thedeductioncanbeclaimedfor5yearsfromthedate
constructionwascompletedinthecaseofa4%deduction,
andfor40yearsfromthedateconstructionwascompleted
inthecaseofa.5%deduction.Iftheconstructionwas
completedpartof thewaythroughtheincomeyear,youcan
claimapro-ratadeductionforthatpart.

Constructionexpenditurethatcanbeclaimed
Constructionexpenditureistheactualcostofconstructing
thebuildingorextension.Adeductionisallowedfor
expenditureincurredintheconstructionofabuildingif
youcontractabuildertoconstructthebuildingonyour
land.This includesthecomponentofyourpaymentsthat
representstheprofitmadebyindividualtradespeople,
buildersandarchitects.Ifyouareanowner/builder,thevalue
ofyourcontributionstotheworks,forexample,your labour
andexpertise,andanynotionalprofitelementdon’tformpart
oftheconstructionexpenditure.

Ifyoupurchaseyourpropertyfromaspeculativebuilder,you
cannotclaimthecomponentofyourpaymentthatrepresents
thebuilder’sprofitmarginasacapitalworks deduction.

Somecoststhatyoumayincludeinconstruction
expenditure are
•preliminaryexpensessuchasarchitects’fees,engineering
feesandthecostoffoundationexcavations

•paymentstocarpenters,bricklayersandother
tradespeopleforconstructionofthebuilding

•paymentsfortheconstructionofretainingwalls,fences
andin-groundswimmingpools.

Constructionexpenditurethat cannotbeclaimed
Somecoststhatarenotincludedinconstruction
expenditure are
• thecostofthelandonwhichtherentalpropertyisbuilt
•expenditureonclearingthelandpriortoconstruction
•earthworksthatarepermanent,canbeeconomically
maintainedandarenotintegraltotheinstallationor
constructionofastructure

•expenditureonlandscaping.

Changesinbuildingownership
Whereownershipofthebuildingchanges,therighttoclaim
anyundeductedconstructionexpenditureforcapitalworks
passestothenewowner.Anewownershouldconfirmthat
thebuildingwasconstructedduringoneoftheappropriate
periodsoutlinedintable1.Tobeabletoclaimthededuction,
thenewownermustcontinuetousethebuildingto
produce income.

Ifthepreviousownerwasallowedcapitalworksdeductions,
andthecapitalworksstartedafter6 February 199,they
arerequiredtogiveyouasthenewownerinformation
thatwillenableyoutocalculatethosedeductionsgoing
forward.Wherethepropertywasnotpreviouslyusedto
produceassessableincome,theownerdisposingofthe
propertydoesnotneedtoprovidethepurchaserwiththat
information.Inthissituationthepurchasermayobtainan
estimatefromaprofessional.For moreinformation,see
Estimatingconstructioncosts inthenextcolumn.

Formoreinformationonprovidinganotice
or certificate,seeSubsection6A(4AJA)of
the IncomeTax AssessmentAct1936.

Estimatingconstructioncosts
Whereanewownerisunabletopreciselydeterminethe
constructionexpenditureassociatedwithabuilding,an
estimateprovidedbyanappropriatelyqualifiedpersonmay
beused.Appropriatelyqualifiedpeopleinclude
• aclerkofworks,suchasaprojectorganiserformajor
buildingprojects

• asupervisingarchitectwhoapprovespaymentsatstages
ofprojects

• abuilderwhoisexperiencedinestimatingconstruction
costsofsimilarbuildingprojects

• aquantitysurveyor.

Unlesstheyareotherwisequalified,valuers,realestate
agents,accountantsandsolicitorsgenerallyhaveneither
therelevantqualificationsnortheexperiencetomakesuch
an estimate.
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Example31 estimatingcapitalworksdeductions
ApropertyacquiredbyGregandSuzieasjoint
tenantsandnotcarryingonabusinessofletting
rentalpropertieson0 July0wasconstructedin
August 1991.Atthetimetheyacquiredtheproperty,it
alsocontainedthefollowingstructuralimprovements.

Structuralimprovements

Item
Construction

date

Retainingwall September1991

Concretedriveway January199

In-groundswimmingpool July199

Protectivefencingaroundthepool August199

Timberdeckingaroundthepool September199

InalettertoGregandSuzie,asupervisingarchitect
estimatedtheconstructioncostoftherentalproperty
forcapitalworksdeductionpurposesat$115,800.This
includesthecostofthehouse,thein-groundswimming
pool,theprotectivefencingandthetimberdecking.
Althoughtheretainingwallandtheconcretedriveway
arestructuralimprovements,theywereconstructed
before7February199intable 1onpage 7,
structuralimprovementsqualifiedfordeductionfrom
7February199).Therefore,theydon’tformpartof
theconstructioncostforthepurposesofthecapital
worksdeductionandwerenotincludedinthe
$115,800 estimate.

GregandSuziecanclaimacapitalworksdeduction
of.5%oftheconstructioncostsperyear.Asthey
acquiredthepropertyon0July0,theycanclaim
thedeductionforthe47daysfrom0July0to
0 June04.Themaximumdeductionfor0 –4
wouldbeworkedoutasfollows

Construction
cost  rate  portion

ofyear 
deductible
interest

$115,800  .5% 
47

65
 $,75

Thedenominatoris65days,irrespectiveofaleap
year.Thenumeratorcanbe66daysinaleapyear.

Thecostofobtaininganappropriatelyqualifiedperson’s
estimate of construction costs of a rental property is
deductibleintheincomeyearitisincurred.Youmakeyour
claimfortheexpense,oryourshareoftheexpenseifyou
jointlyincurredit,atD10Costofmanagingtaxaffairsinyour
tax return.

Formoreinformationonconstructionexpenditure
andcapitalworksdeductions,see
•TaxationrulingTR97/25Incometax:
propertydevelopment:deductionforcapital
expenditureon constructionofincome
producingcapitalworks,includingbuildings
and structural improvements

•RentalProperties–claimingcapital
works deductions.

Costbaseadjustmentsforcapitalworksdeductions
Inworkingoutacapitalgainorcapitallossfromarental
property,thecostbaseandreducedcostbaseofthe
propertymayneedtobereducedtotheextentthatit
includesconstructionexpenditureforwhichyouhave
claimedorcanclaimacapitalworksdeduction.

Costbase
YoumustexcludefromthecostbaseofaCGTasset
includingabuilding,structureorothercapitalimprovement
tolandthatistreatedasaseparateassetforCGTpurposes
theamountofcapitalworksdeductionsyou haveclaimedor
canclaiminrespectoftheassetif
• youacquiredtheassetafter7:0pmAESTon1May 1997,
or

• youacquiredtheassetbeforethat timeandthe
expenditurethatgaverisetothecapitalworksdeductions
wasincurredafter0June1999.

Forinformationonwhenabuilding,structureorothercapital
improvementtolandistreatedasaCGTassetseparatefrom
theland,seethesectionMajorcapitalimprovementstoa
dwellingacquiredbefore20September1985inGuideto
capitalgainstax 2024.

Reducedcostbase
Theamountofthecapitalworksdeductionsyouhave
claimedorcanclaimforexpenditureyouincurredinrespect
ofanassetisexcludedfromthereducedcostbase.

Formoreinformationonwhetheryoucanclaim
certaincapitalworksdeductions,see
•TaxationdeterminationTD2005/47Income
tax:whatdothewords‘candeduct’meaninthe
contextofthoseprovisionsinDivision110ofthe
IncomeTaxAssessmentAct1997whichreduce
thecostbaseorreducedcostbaseofaCGT
assetbyamountsyou‘havedeductedorcan
deduct’,andisthereafixedpointintimewhen
thismustbedetermined?

•PracticeStatementLawAdministrationPS
LA2006/1(GA)Calculatingcostbase
ofCGTassetwherethereisinsufficient
informationtodetermineanyDivision43capital
works deduction.
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Example32 capitalworksdeduction
Zoranacquiredarentalpropertyon1July1998
for$00,000.Beforedisposingofthepropertyon
0 June 04,hehadclaimed$10,000incapital
works deductions.

Atthetimeofdisposal,thecostbaseoftheproperty
was$10,50.Zoranmustreducethecostbaseof
the propertyby$10,000to$00,50.

Limitedrecoursedebtarrangements
Ifexpenditureonadepreciatingassetwhichincludes
constructionexpenditureisfinancedorrefinancedwholly
orpartlybylimitedrecoursedebtincludinganotionalloan
undercertainhirepurchaseorinstalmentsaleagreements
ofgoods,youmustincludeexcessivedeductionsforthe
capitalallowancesasassessableincome.Thiswilloccur
wherethelimitedrecoursedebtarrangementterminates
but hasnotbeenpaidinfullbythedebtor.

Becausethedebthasnotbeenpaidinfull,thecapital
allowancedeductions,includingcapitalworksdeductions,
allowedfortheexpenditureexceedthedeductionsthat
wouldbeallowableiftheunpaidamountofthedebtwasnot
countedascapitalexpenditureofthedebtor.Specialrules
applyforworkingoutwhetherthedebthasbeenfully paid.

Ifyouarenotsurewhatconstitutesalimitedrecoursedebt
orhowtoworkoutyouradjustmenttoassessableincome,
contactyourrecognisedtaxadviser.

Prepaidexpenses
Ifyouprepayarentalpropertyexpense,suchasinsurance
orinterestonmoneyborrowed,thatcoversa period
of1 monthsorlessandtheperiodendsonorbefore
0June04,youcanclaimanimmediatededuction.
A prepaymentthatdoesnotmeetthesecriteriaandis
$1,000 ormoremayhavetobespreadoverormoreyears.
Thisisalsothecaseifyoucanbutchoosenottodeduct
certainprepaidbusinessexpensesimmediately.

Formoreinformation,seeDeductionsforprepaidexpenses
2024atato.gov.au

Keepingrentalpropertyrecords
Recordsyouneedtokeepforyourrentalpropertyincome
andexpensesandhowlongtokeepthem.

Keeprecordsofbothincomeandexpensesrelatingtoyour
rentalproperty.

RecordsofrentalexpensesmustbeinEnglish,orbereadily
translatableintoEnglish,andincludethe
•nameofthesupplier
• amountoftheexpense
•natureofthegoodsorservices
•datetheexpensewasincurred
•dateofthedocument.

Ifadocumentdoesnotshowthepaymentdate,use
independentevidence,suchasabankstatement,to show
thedatetheexpensewasincurred.

Keeprecordsofyourrentalincomeandexpensesfor
5 yearsfrom1Octoberor,ifyoulodgelater,for5 years
fromthedate youlodgeyourtaxreturn.Ifattheendof
thisperiodyouareinadisputewithusthatrelatestoyour
rentalproperty,keeptherelevantrecordsuntilthedispute
is resolved.

Don’tsendtheserecordsinwithyourtaxreturn.Keepthem
incaseweasktoseethem.

Thefollowinglistprovidessomeexamplesofrecordsyou
shouldkeeptomakeiteasiertocompleteyourtaxreturn
• loandocuments
• receiptsforexpenses,includingrepairs,maintenance,
insuranceandpurchasesofdepreciatingassets

• landtaxassessments
• creditcardrecords
• tenantleases
•bankstatements
• rentrecordsfrommanagingagents.
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Worksheetworkoutyournetrental
incomeorloss
Thefollowingcompletedworksheetisanexampleofhowto
workoutyournetrentalincomeorloss.Someofthefigures
havebeendrawnfromtheexamplesinthispublication;
othershavebeenincludedforillustrative purposes.

Example33 rentalpropertyworksheet

$

Income

Rentalincome 8,500

Otherrental relatedincome 800

Grossrent 9,300

Expenses

Advertisingfortenants 48

Bodycorporatefeesandcharges 500

Borrowingexpenses 259

Cleaning 100

Councilrates 700

Deductionsfordeclineinvalue* 796

Gardening/lawnmowing 350

Insurance 495

Interestonloans 11,475

Landtax 200

Legalexpenses 150

Pestcontrol 50

Propertyagentfeesandcommission 800

Repairsandmaintenance 1,000

Capitalworksdeductions 2,745

Stationery,telephoneandpostage 80

Travelexpenses** 436

Watercharges 350

Sundryrentalexpenses 95

Totalexpenses 20,629

Netrentalincomeorloss
($9,300 – $20,629) –11,329

Youcannotclaimforitemsiftheexpenditureforexample,
buildinginsuranceorlawnmowingisalreadyincludedinbody
corporatefeesandcharges.

* Youmaynotbeabletoclaimadeductionforadeclineinvalueofcertain
second-handdepreciatingassetsinyourresidentialrentalproperty.Ifyouuse
theseassetstoproducerentalincome fromyourresidentialrental property,
deductionsareavailableonlyifanexceptionapplies.SeeLimitondeductions
fordeclineinvalueofsecond-handdepreciatingassetsonpage0.

Ablankworksheetisalsoprovidedforyoutoworkoutyour
ownnetrentalincomeorloss.

RentalPropertyWorksheet
Example:Blankworksheet

$

Income

Rentalincome

Otherrentalrelatedincome

Grossrent

Expenses

Advertisingfortenants

Bodycorporatefeesandcharges

Borrowingexpenses

Cleaning

Councilrates

Deductionsfordeclineinvalue*

Gardening/lawnmowing

Insurance

Interestonloans

Landtax

Legalexpenses

Pestcontrol

Propertyagentfeesandcommission

Repairsandmaintenance

Capitalworksdeductions

Stationery,telephoneandpostage

Travel expenses**

Watercharges

Sundryrentalexpenses

Totalexpenses

Netrentalincomeorloss
(Grossrentsubtracttotalexpenses

Youcannotclaimforitemsiftheexpenditureforexample,
buildinginsurance orlawnmowingisalreadyincludedinbody
corporatefeesandcharges.

**Deductionsfortravelexpensesrelatingtoresidentialrentalproperties
areallowableonlyifanexceptionapplies.See Expensesforwhichyou
cannotclaimdeductionsonpage6.
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Othertaxconsiderations

Capitalgainstax(CGT)
Youmaymakeacapitalgainorcapitallosswhenyousell
or otherwiseceasetoownarentalpropertythatyou
acquiredafter19September1985.

Inthecaseofthesaleorotherdisposalofrealestate,
thetimeoftheeventisnormallywhenyouenterintothe
contractgenerallythedateonthecontract,notwhenyou
settle.The factthatacontractmaybesubjecttoacondition
suchasfinanceapproval,generallydoesnotaffectthis
date.Ifthereisnocontract,the eventtakesplacewhenthe
changeofownershipoccurs.

Youcanalsomakeacapitalgainorcapitallossfromcertain
capitalimprovementsmadeafter19September1985when
yousellorotherwiseceasetoownapropertyyouacquired
beforethatdate.

Youwillmakeacapitalgainfromthesaleofyourrental
propertytotheextentthatthecapitalproceedsyoureceive
aremorethanthecostbaseoftheproperty.

Youwillmakeacapitallosstotheextentthattheproperty’s
reducedcostbaseexceedsthosecapitalproceeds.

Ifyouareaco-ownerofaninvestmentproperty,youwill
makea capital gainorcapitallossinaccordancewith
yourinterestinthe propertysee Co-ownershipofrental
propertyonpage).

Thecostbaseandreducedcostbaseofapropertyincludes
theamountyoupaidforittogetherwithcertainincidental
costsassociatedwithacquiring,holdinganddisposingofit
forexample,legalfees,stampdutyandrealestateagent’s
commissions.Certainamountsthatyouhavedeductedor
whichyou candeductareexcludedfromtheproperty’scost
baseorreducedcostbase.Forexample,seeCost base
adjustmentsforcapitalworksdeductionsonpage 9.Travel
expensesyouincurrelatingtoyourresidentialrentalproperty
arealsoexcludedfromthe property’scostbaseor reduced
costbase.

Yourcapitalgainorcapitallossmaybedisregardedifa
rollover applies,forexample,ifyourpropertywasdestroyed
orcompulsorilyacquiredoryoutransferredittoyourformer
spouseunderacourtorderfollowingthebreakdownof
your marriage.

IfyouwerearesidentofNorfolkIslandonOctober015
youcandisregardanycapitalgainorlossmadeonarental
propertylocatedonNorfolkIslandthatyouheldatthattime.
CGTmayhoweverapplytorentalpropertieslocatedonthe
Australianmainlandorelsewhereintheworld.

CGTmayalsoapplytoanyrentalpropertiespurchasedon
or after4October015.Formoreinformation,see
•NorfolkIslandtax andsuperCapitalgainstaxat
ato.gov.au

•Guidetocapitalgainstax2024.

Recordkeeping
Keepingadequaterecordsofallexpenditurewillhelpyou
correctlyworkouttheamountofcapitalgainorcapital
lossyouhavemadewhenaCGTeventhappens.Youmust
keeprecordsrelatingtoyourownershipandallthecostsof
acquiringanddisposingofproperty.Itwillalsohelptomake
sureyoudon’tpaymoreCGTthanisnecessary.

Youmustkeeprecordsofeverythingthataffectsyourcapital
gainsandcapitallosses.Penaltiescanapplyifyoudon’t
keeptherecords foratleast5yearsaftertherelevantCGT
event.Ifyouusetheinformationfromthoserecordsinalater
taxreturn,youmayhavetokeeprecordsforlonger.Ifyou
haveappliedanetcapitalloss,youshouldgenerallykeep
yourrecordsoftheCGTeventthatresultedinthelossuntil
theendofanyperiodofreviewforthe incomeyearinwhich
thecapitallossisfullyapplied.

Formoreinformation,seeTaxationdetermination TD 2007/2
Incometax:shouldataxpayerwhohasincurredataxloss
ormadeanetcapitallossforanincomeyearretainrecords
relevanttotheascertainmentofthatlossonlyfortherecord
retentionperiodprescribedunderincometaxlaw?

YoumustkeeprecordsinEnglishorbereadilyaccessibleor
translatableintoEnglishthatinclude
• thedateyouacquiredtheasset
• thedateyoudisposedoftheasset
• thedateyoureceivedanythinginexchangefortheasset
• thepartiesinvolved
• anyamountthatwouldformpartofthecostbase
of the asset

•whetheryouhaveclaimedanincometaxdeduction
for an itemofexpenditure.

Formoreinformationoncostbaseand
record-keepingrequirementsforCGTpurposes,
see theGuidetocapitalgainstax2024.

Depreciatingassets
Ifthesaleofyourrentalpropertyincludesdepreciating
assets,abalancingadjustmenteventwillhappentothose
assetsseeWhathappensifyounolongerholdoruse
a depreciatingasset?onpage).

Youshouldapportionyourcapitalproceedsbetweenthe
propertyandthedepreciatingassetstodeterminethe
separatetaxconsequencesforthem.

Youcanmakeacapitallossorinsomecircumstances,
capitalgainwhenyoudisposeofadepreciatingasset
towhichthenewrulesaboutdeductionsfordeclinein
valuesecond-handdepreciatingassetsapply.Formore
information,seeLimitondeductionsfordeclineinvalueof
second-handdepreciatingassetsandWhathappensifyou
nolongerholdoruseadepreciatingasset.
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Generalvalueshiftingregime
Alossyoumakeonthesaleofarentalpropertymaybe
reducedunderthevalueshiftingrulesif,atthetimeof
sale,acontinuingrighttousethepropertywasheldbyan
associateofyoursforexample,a10-yearleasegrantedto
yourassociateimmediatelybeforeyouenterintoacontract
ofsale.Therulescanonlyapplyiftherightwasoriginally
createdonnon-commercialtermssuchthatatthattime,the
marketvalueoftherightwasgreaterthanwhatyoureceived
forcreatingitbymorethan$50,000.

Formoreinformation,gotoato.gov.auandread
Guidetothegeneralvalueshiftingregime.

Goodsandservicestax(GST)
IfyouareregisteredforGSTanditwaspayableinrelationto
yourrentalincome,don’tincludeitintheamountsyoushow
asincomeinyourtaxreturn.

Similarly,ifyouareregisteredforGSTandentitledtoclaim
inputtaxcreditsforrentalexpenses,youdon’tincludethe
inputtaxcreditsintheamountsofexpensesyouclaim.Ifyou
arenotregisteredforGST,ortherentalincomewasfrom
residentialpremises,youincludeanyGSTintheamounts
of rentalexpensesyouclaim.

Negativegearing
Arentalpropertyisnegativelygearedifitispurchasedwith
theassistanceofborrowedfundsandthenetrentalincome,
afterdeductingotherexpenses,islessthantheintereston
theborrowings.

Theoveralltaxationresultofanegativelygearedproperty
is thatanetrentallossarises.Inthiscase,youmaybeable
toclaimadeductionforthefullamountofrentalexpenses
againstyourrentalandotherincomesuchassalary,wages
orbusinessincomewhenyoucompleteyourtaxreturnfor
therelevantincomeyear.Wheretheotherincomeisnot
sufficienttoabsorbthelossitiscarriedforwardtothenext
taxyear.

Ifbynegativelygearingarentalproperty,therentalexpenses
youclaiminyourtaxreturnwouldresultinataxrefund,you
mayreduceyourrateofwithholdingtobettermatchyour
year-endtaxliability.

Ifyoubelieveyourcircumstanceswarrantareductionto
yourrateoramountofwithholding,youcanapplytous
for a variation.

Payasyougo(PAYG)instalments
Ifyoumakeaprofitfromrentingyourproperty,youwillneed
toknowaboutthePAYGinstalmentssystem.

Thisisasystemforpayinginstalmentstowardsyour
expectedtaxliabilityforanincomeyear.Youwillgenerallybe
requiredtopayPAYGinstalmentsifyouearn$4,000ormore
ofbusinessorinvestmentincome,suchasrentalincome,
andthedebtonyourincometaxassessmentismore
than $1,000.

IfyouarerequiredtopayPAYGinstalmentswewillnotify
you.Youwillusuallyberequiredtopaytheinstalmentsatthe
endofeachquarter.Thereareusuallyoptionsifyoupay
quarterlyinstalments
•payusinganinstalmentamountoraninstalmentrate
calculatedbyusasshownon youractivitystatement,or

•payaninstalmentamountorusinganinstalmentrateyou
workoutyourself.

Dependinguponyourcircumstances,youmaybeeligibleto
payyourinstalmentsannually.Wewillnotifyyouifyouare
eligibletopayanannualPAYGinstalment.

Formoreinformation,seeIntroductiontopayasyou
go(PAYG)instalments(NAT467).

Ifyoureceivepaymentsthataresubjecttowithholding
for example,salaryorwages youcancontributetowards
yourexpectedtaxliabilityforanincomeyearbyincreasing
yourrateoramountofwithholding.Thatwayyoucanavoid
havingataxbillonassessment,whichmeansthatyou
maynotberequiredtopayPAYGinstalments.Todothis,
youwillneedtoarrangeanupwardsvariationbyentering
intoanagreementwithyourpayertoincreasetherateor
amountofwithholding.Youandyourpayerwillneedto
complete aWithholding declaration – upwards variation
form (NAT 567).
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Residentialrentalpropertyassets

Commonrentalpropertyitems
Itemsthatarecommonlyfoundinresidentialrental
propertiesareintables3,4,5and6onpages7–47.

ThetablesarebasedontheprinciplesinTaxationruling
TR 2004/16Incometax:plantinresidentialrentalproperties,
setoutwhetheranitemmaybeeligibleforacapitalworks
deductionoradeductionfordeclineinvalue,and,forthe
latter,thetablesincludetheCommissioner’sdetermination
ofeffectivelifeprovidedsuchdeductionisnotdenied
underthenewrulesforsecond-handdepreciatingassetsin
residentialrentalproperties,orotherwisedenied.Formore
information,seeWorkingouttheeffectivelifeyourselfon
thenextpageandLimitondeductionsfordecline invalue
of second-handdepreciatingassetsonpage0.

Weprovidethesetablestogiveclarityandcertaintyabout
thetaxtreatmentofitemsinresidentialrentalproperties.
Youcanusethemtoassistyoutoworkoutwhichtypeof
deductionyoumaybeabletoclaimforyouritems.

If youhaveanitemforyourresidentialrentalpropertythatis
notinthetables,theprinciplessetoutbelowmayhelpyou
determinethetypeofdeductionthatmaybeavailableforit.
TheseprinciplesaremorefullydiscussedinTaxationruling
TR2004/16Incometax:plantinresidentialrentalproperties.

Ifyouareunabletodeterminethetypeofdeduction
availableforanitem,oryouconsiderthatyourcircumstances
aresufficientlydifferenttowarrantadifferent treatment,you
mayaskusforaprivateruling.

Descriptionsandexamples
of rental property items
Weusethefollowingcommontermsintables3,4,5and6
to describehoworwhetheritemsareattachedto premises

Fixeditemsareannexedorattachedbyanymeans,for
examplescrews,nails,bolts,glue,adhesive,groutorcement,
butnotmerelyfortemporarystability.

Freestandingitemsaredesignedtobeportableormovable.
Anyattachmenttothepremisesisonlyfortheitem’s
temporarystability.

Otherthanfreestandingitemsarefixedtothepremises
thatarenotdesignedtobeportableormovable.Thetestis
notwhethertheitemisremovable,eveniftheattachment
isslight,butwhethertheinherentdesignandfunctionof
theitemissuchthatitisintendedtoremaininplacefora
substantialperiodoftime.

Plant
Theordinarymeaningofplantdoesnotincludethesetting
forincome-earningactivities.Residentialrentalproperties
willinvariablybethesettingforincome-producingactivities
andsodon’tfallwithintheordinarymeaningofplant.Items
thatformpartofthepremisesarealsopartofthesetting,
andthereforenoteligiblefordeductionsfortheirdecline
in value.

Youshouldconsiderthefollowingfactorswhendetermining
whetheranitemispartofthepremisesor setting
•whethertheitemappearsvisuallytoretaina
separate identity

• thedegreeofpermanencewithwhichitisattached
to the premises

• theincompletenessofthestructurewithoutit
• theextenttowhichitwasintendedtobepermanentor
whetheritwaslikelytobereplacedwithinarelatively
short period.

Noneofthesefactorsaloneisdeterminativeandtheymust
allbeconsideredtogether.

Examples
Wall and floor tiles are generally fixed to the premises,
notfreestanding,andintendedtoremaininplacefora
substantialperiodoftime.Theywillgenerallyformpart
ofthepremises.Expenditureontheseitemsfallsunder
capital works.

Ontheotherhand,afreestandingitemsuchasabookcase
maybeattachedtothestructureonlyfortemporarystability.
Itthereforedoesnotformpartofthepremisesand may
qualifyforadeductionfordeclinein value.

Kitchensarefixedtothepremises,areintendedtoremain
inplaceindefinitelyandarenecessarytocomplete
thepremises.Anyseparatevisualidentitytheyhaveis
outweighedbytheotherfactors.Theyarethereforepart
of thepremises.Clotheshoistsarealsopartofthepremises
forsimilarreasons.

Insulationbatts,althoughgenerallynotfixed,areintended
toremaininplaceindefinitely,don’thaveaseparatevisual
identityandaddtothecompletenessofthestructure.They
arealsopartofthepremises.

Inadditiontoitsordinarymeaning,plantincludesarticles
and machinery.

Articles
Plantincludesitemsthatarearticleswithintheordinary
meaningofthatword.Acurtain,adeskandabookcase
wouldallbeconsideredarticles.Astructureattachedtoland,
suchasaclotheshoistorpergola,wouldnotbeconsidered
anarticle.

Ifanitemformspartofthepremisesaccordingtothe
descriptionsinthepreviouscolumn,itisnotanarticle.
Therefore,itemssuchasfalseceilingpanelsandinsulation
battsarenotarticleswhiletheyareinplace.However,a
paintinghungonawallretainsitscharacterasanarticle.

Machinery
Plantalsoincludesitemsthataremachinery,whetheror
nottheyformpartofthepremises.Indecidingwhether
somethingismachineryyoumust
• identifytherelevantunitorunitsbasedonfunctionality
•decidewhetherthatunitcomeswithintheordinary
meaningofmachinery.
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Identifytheunit
TaxationrulingTR94/11Incometax:generalinvestment
allowance–whatisaunitofproperty?providesguidelines
tohelpyouidentifywhatisaunit.Youneedtoconsider
whetheraparticularitemisaunit,partofalargerunit,
orwhetheritscomponentsareseparateunits.Aunitwill
generallybeanentityentireinitself;somethingthathas
anidentifiable,separatefunction.However,itneednot
beself-containedorusedinisolationanditmayvarythe
performanceofanotherunit.Anitemisnotaunitsimply
because it is described as a system.

Anitemmaybemadeupofseveralcomponents.To
determinewhattherelevantunitis,youneedtoconsider
thefunctionofeachcomponentandofthelargercomposite
item.Adoorhandle,forexample,ispartofthedoorand
notaseparateunit.Similarly,afreestandingspapoolthatis
madeupoftheshell,skirt,heater,pump,filterandpipingis
one unit.

Inothercasesseparateunitsmayworkinconjunctionwith
eachothertoachieveacommonobjective.Forexample,a
firesafetysystemmayconsistofseveralcomponentssuch
ashydrants,piping,alarms,smokedetectorsandsprinklers.
Allthesecomponentsfunctiontogethertoformthesystem.
However,eachcomponentalsoperformsitsowndiscrete
functionindependentoftheothers.Inthisexample,each
componentisaseparateunit.

Istheunitmachinery?
Onceyouhaveidentifiedaunityoumustdecideifitis
machinery.Theordinarymeaningsofmachineryand
machinedon’tincludeanythingthatisonlyareservoir
orconduit,evenifitisconnectedtosomethingwhichis
withoutdoubtamachine.Devicesthatuseminuteamounts
ofenergyintheformofelectricalimpulsesinvarious
processes,suchasmicroprocessorsandcomputers,come
withintheordinarymeaningofmachine.Appliancesfor
heating,suchasstoves,cooktops,ovensandhot-water
systems,arealsoincluded.

Thecomponentsofasystemthatareseparateunitsand
alsomachinerywillbeplant,butanyducting,pipingor
wiringthatmaybeconnectedtothemachineormachinesis
generallynotmachinery.However,wherethecostofwiring
isnegligible,suchasinsmalldomestic-sizesystems,the
costmaybeincludedinthecostofinstallationratherthan
beingtreatedseparately.Thecostofwiringtoconnecta
typicalhomesecuritysystem,forexample,maybetreated
as negligible.

Excludedentity
Anentityisanexcludedentityif,atanytimeduringthe
incomeyeartheentity is
• acorporatetaxentity
• asuperannuationplanthatisnotaself-managed
superannuationfund

• apublicunittrust
• amanagedinvestmenttrust,or
• aunittrustorapartnership,ifeachofitsmembersare
entitiesofatypelistedaboveatthattimeduringthe
incomeyear.

Residentialrentalproperty
Residentialrentalpropertyisaresidentialpremisesused
toprovideresidentialaccommodationforthepurposeof
producingassessableincome.

Residentialpremisespropertyislandorabuildingthatis
•occupiedasaresidenceorforresidentialaccommodation
• intendedtobeoccupied,andiscapableofbeing
occupied,asaresidenceorforresidentialaccommodation.

Forexample,ahouseoraunitusedasresidential
accommodationforthepurposeofproducingrentalincome
isresidentialrentalproperty.Acaravanorahouse-boatis
generallynotresidentialrentalproperty.

Workingouttheeffectivelifeyourself
Generally,theeffectivelifeofadepreciatingassetishow
longitcanbeusedforthepurposeofproducingincome
•havingregardtothewearandtearyoureasonablyexpect
fromyourexpectedcircumstancesofuse

• assumingthatitwillbemaintainedinreasonablygood
orderandcondition,and

•havingregardtotheperiodwithinwhichitislikelytobe
scrapped,soldfornomorethanscrapvalueor abandoned.

Effectivelifecanbeexpressedinwholeyearsorinfractions
ofyears,forexample5andtwo-thirds.Itisnotroundedto
thenearestwholeyear.

Thesortofinformationyoucouldusetomakeanestimate
of effectivelifeofanassetincludes
• thephysicallifeoftheasset
•engineeringinformation
• themanufacturer’sspecifications
• yourownexperiencewithsimilarassets
• theexperienceofotherusersofsimilarassets
• thelevelofrepairsandmaintenancecommonlyadopted
byusersoftheasset

• retentionperiods
• scrappingorabandonmentpractices.

Iftheassetyouwanttodepreciateisnotlistedintable 3
below,seeEffectivelifeofanassettomakeyourown
estimateofitseffectivelifeorusetheCommissioner’s
effectivelifedeterminations.Gotoato.gov.au/
effectivelifeofanasset

Youworkouttheeffectivelifeofadepreciatingasset
fromtheasset’sstarttime,notfromthetimeyoufirststart
claiming deductions.
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CanIchangeaneffectivelifeIamusingifthe
Commissionerhasdeterminedaneweffective life?
No.Youcanchoosetorecalculateadepreciatingasset’s
effectivelifeonlyiftheeffectivelifeyouhavebeenusing
isnolongeraccuratebecauseofchangedcircumstances
relatingtothenatureoftheasset’suse.Anewdetermination
ofeffectivelifebytheCommissionerdoesnotinitself
changethenatureofanasset’suseanddoesnotallowyou
torecalculateanasset’seffectivelife.

Residentialrentalpropertyitems
Tablesofrentalpropertyassetsanditemsandthetreatment
ofthemasdepreciatingassetsorcapitalworks.

Treatmentasdepreciatingassetsorcapital works
Intables3,4,5and6,‘ownestimate’referstothefact
that,becausetherewasnoCommissioner’sdetermination
ineffect.Consequently,youmakeyourownestimate
oftheeffectivelifeinaccordancewiththeprinciples
setoutinWorkingouttheeffectivelifeyourselfinthe
previous column.

Youmaynotbeabletoclaimadeductionforadecline
invalueofcertainsecond-handdepreciatingassetsin
yourresidentialrentalproperty.Ifyouusetheseassetsto
producerentalincomefromyourresidentialrentalproperty,
deductionsareavailableonlyifanexceptionapplies.See
Limitondeductionsfordeclineinvalueofsecond-hand
depreciatingassetson page0.
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Table3

Asset

Deductionfordeclineinvalue
effectivelifeinyears

Capital
works

deduction

Assets
acquired
before

1 July2004

Assetsacquired
from1 July2004

andbefore
1July2019

Assets
acquired
from

1 July2019

Assets,general:

airconditioningassets seetable5
on page46

seetable5
on page 46

seetable5
on page 46

cabletrays ✔

ceilingfans ownestimate 5 5

clocks,electric 1 ⅓ 10 10

cupboards,otherthanfreestanding ✔

DVDplayers ownestimate 5 5

doorclosers ownestimate 10 10

doorlocksandlatchesexcludingelectronic
code pads ✔

doorstops,fixed ✔

doorstops,freestanding ownestimate 10 10

electricalassetsincludingconduits,distribution
boards,powerpoints,safetyswitches,
switchboards,switchesandwiring

✔

escalatorsmachineryandmovingparts seetable4
on page45

seetable4
on page 45

seetable4
on page 45

evaporative coolers seetable6
on page47

seetable6
on page 47

seetable6
on page 47

facade,fixed ✔

floorcoverings,fixedincludingcork,linoleum,
parquetry,tilesandvinyl ✔

floorcoveringsremovablewithout damage

carpet 10 10 8

floatingtimber ownestimate 15 15

linoleum 10 10 10

vinyl 10 10 10

furniture,freestanding 1 ⅓ 1 ⅓ 1 ⅓

garbagebins 6 2⁄3 10 10

garbagechutes ✔

garbagecompactingsystemsexcludingchutes 6 2⁄3 6 2⁄3 6 2⁄3

generators 0 0 0

greasetraps ✔

gymassets

cardiovascular ownestimate 5 5

resistance ownestimate 10 10
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Table3continued

Asset

Deductionfordeclineinvalue
effectivelifeinyears

Capital
works

deduction

Assets
acquired
before

1 July2004

Assetsacquired
from1 July2004

andbefore
1July2019

Assets
acquired
from

1 July2019

handdryers,electrical 10 10 10

handrails ✔

heaters

fixed

ducts,pipes,ventsandwiring ✔

electric 10 15 15

fireplacesincludingwoodheaters ✔

gas

ductedcentralheatingunit ownestimate 0 0

other ownestimate 15 15

freestanding 10 15 15

homeautomationcontrolassets ownestimate ownestimate 10

hooks,robe ✔

hot-watersystemsexcludingpiping

electric 0 1 1

gas 0 1 1

solar 0 15 15

hot-watersystempiping ✔

hydronicassetscontrols ownestimate ownestimate 10

hydronicassetswaterheaters ownestimate ownestimate 15

insulation ✔

intercomsystemassets ownestimate 10 10

liftwells ✔

liftsincludinghydraulicandtractionlifts seetable4
onpage45

seetable4
onpage 45

seetable4
onpage 45

lights

fittingsexcludinghardwired 0 5 5

fittings,hardwired ✔

freestanding ownestimate 5 5

shades,removable ownestimate 5 5

linen ownestimate 5 5

masterantennatelevision(MATV)assets

amplifiers ownestimate 10 10

modulators ownestimate 10 10

powersources ownestimate 10 10
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Table3continued

Asset

Deductionfordeclineinvalue
effectivelifeinyears

Capital
works

deduction

Assets
acquired
before

1 July2004

Assetsacquired
from1 July2004

andbefore
1July2019

Assets
acquired
from

1 July2019

masterantennatelevision(MATV)assetsexcluding
amplifiers,modulatorsandpowersources ✔

mirrors,fixed ✔

mirrors,freestanding ownestimate 15 15

radios 10 10 10

ramps ✔

rugs ownestimate 7 7

safes,fixed ✔

sanitaryfixtures,fixedincludingsoapdispensers ✔

satellitedishes ✔

screens ✔

shelving,otherthanfreestanding ✔

shutters ✔

signs,fixed ✔

skylights ✔

skylightscontrols ownestimate ownestimate 10

skylightsmotors ownestimate ownestimate 10

solar-poweredgenerating systemsincorporating
batteries,inverters,solarpanels,regulators ownestimate 0 0

stereosystemsincorporatingamplifiers,cassette
players,compactdiscplayers,radiosandspeakers ownestimate 7 7

surroundsoundsystemsincorporating
audio-videoreceiversandspeakers ownestimate 10 10

telecommunicationsassets

cordlessphones ownestimate 4 4

distributionframes ✔

PABXcomputerisedassets 0 10 7

telephonehandsets ownestimate 10 6

televisionantennas,fixed ✔

televisionantennas,freestanding ownestimate 5 5

televisionsets 10 10 8

vacuumcleaners

ducted

hoses ownestimate 10 10

motors ownestimate 10 10

wands ownestimate 10 10

portable 10 10 10
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Table3continued

Asset

Deductionfordeclineinvalue
effectivelifeinyears

Capital
works

deduction

Assets
acquired
before

1 July2004

Assetsacquired
from1 July2004

andbefore
1July2019

Assets
acquired
from

1 July2019

vacuumcleaners,ductedexcludinghoses,
motors andwands ✔

ventilationductingandvents ✔

ventilationfans ownestimate 0 0

videocassetterecordersystems(VCR) ownestimate 5 5

waterpumpsmulti-story 0 0 0

waterpumpsrainwatertanks 0 0 5

waterpumpssingleresidencepressurepumps 0 0 8

watertanks ✔

windowawnings,insectscreens,louvres,pelmets
and tracks ✔

windowblinds,internal 0 10 10

windowcurtains 6 2⁄3 6 6

windowshutters,automatic

controls ownestimate 10 10

motors ownestimate 10 10

windowshutters,automaticexcludingcontrols
and motors ✔

Bathroomassets:

accessories,fixedincludingmirrors,rails,
soap holdersandtoiletrollholders ✔

accessories,freestandingincludingshower
caddies, soapholders,toiletbrushes ownestimate 5 

exhaustfansincludinglight/heating ownestimate 10 10

fixturesincludingbaths,bidets,tapware,
toilets, vanityunitsandwashbasins ✔

heatedtowelrails,electric ownestimate 10 10

showerassetsincludingdoors,rods,screens
and trays ✔

showercurtainsexcludingcurtainrods
and screens ownestimate  

spabathsexcludingpumps ✔

spabathpumps 0 0 10
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Table3continued

Asset

Deductionfordeclineinvalue
effectivelifeinyears

Capital
works

deduction

Assets
acquired
before

1July2004

Assets
acquired
from

1July2004

Bedroomassets:

wardrobes,otherthanfreestandingincorporatingdoors,
fixedfittingsandmirrors ✔

Firecontrolassets:

alarms

heat 0 6

smoke 0 6

detectionandalarmsystems

alarmbells 0 1

cablingandreticulation ✔

detectorsincludingaddressablemanualcallpoints,
heat,multi-typeandsmoke ownestimate 0

fireindicatorpanels 0 1

manualcallpointsnon-addressable ✔

doors,fireandseparation ✔

emergencywarningandintercommunicationsystems(EWIS):

masteremergencycontrolpanels 0 1

speakers 0 1

strobelights 0 1

wardenintercomphone 0 1

extinguishers 1 ⅓ 15

hosecabinetandreelsexcludinghosesandnozzles ✔

hosesandnozzles 0 10

hydrantboostersexcludingpumps ✔

hydrants ✔

lights,exit andemergency ✔

pumpsincludingdieselandelectric 0 5

sprinklersystemsexcludingpumps ✔

stairpressurisationassets

ACvariablespeeddrives ownestimate 10

pressurisationandextractionfans ownestimate 5

sensors ownestimate 10

waterpiping ✔

watertanks ✔
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Table3continued

Asset

Deductionfordeclineinvalue
effectivelifeinyears

Capital
works

deduction

Assets
acquired
before

1 July2004

Assetsacquired
from1 July2004

andbefore
1July2019

Assets
acquired
from

1 July2019

Kitchenassets:

cooktops ownestimate 1 1

crockery ownestimate 5 5

cutlery ownestimate 5 5

dishwashers ownestimate 10 8

fixturesincludingbenchtops,cupboards,sinks,
tapwareandtiles ✔

freezers 1 ⅓ 1 1

garbagedisposalunits 6 2⁄3 10 10

microwaveovens 6 2⁄3 10 8

ovens ownestimate 1 1

rangehoods ownestimate 1 1

refrigerators 1 ⅓ 1 1

stoves 0 1 1

waterfilters,electrical ownestimate 15 15

waterfilters,fixedattachedtoplumbing ✔

Laundryassets:

clothesdryers ownestimate 10 7

fixturesincludingtapware,tilesandtubs ✔

ironingboards,freestanding ownestimate 7 5

ironingboards,otherthanfreestanding ✔

irons ownestimate 5 5

washingmachines 6 2⁄3 10 8

Outdoorassets:

automaticgaragedoors

controls ownestimate 5 5

motors ownestimate 10 10

automaticgaragedoorsexcludingcontrols
and motors ✔

barbecues

fixed ✔

slidingtraysandcookers ownestimate 10 10

freestanding ownestimate 5 5

boatsheds ✔

bollards,fixed ✔

carparks,sealed ✔
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Table3continued

Asset

Deductionfordeclineinvalue
effectivelifeinyears

Capital
works

deduction

Assets
acquired
before

1 July2004

Assetsacquired
from1 July2004

andbefore
1July2019

Assets
acquired
from

1 July2019

carports ✔

clotheslines ✔

driveways,sealed ✔

fencing ✔

floorcarpetincludingartificialgrassandmatting ownestimate 5 5

foldingarmawningscontrols ownestimate ownestimate 10

foldingarmawningsmotors ownestimate ownestimate 10

furniture,freestanding 1 ⅓ 5 5

furniture,otherthanfreestanding ✔

garagedoorsexcludingmotorsandcontrols ✔

gardenawningsandshadestructures,fixed ✔

gardeningwateringinstallations

controlpanels ownestimate 5 5

pumps 0 5 5

timingdevices ownestimate 5 5

gardeningwateringinstallationsexcludingcontrol
panels,pumpsandtimingdevices ✔

gardenlights,fixed ✔

gardenlights,solar ownestimate 8 8

gardensheds,freestanding ownestimate 15 15

gardensheds,otherthanfreestanding ✔

gates,electrical

controls ownestimate 5 5

motors ownestimate 10 10

gatesexcludingelectricalcontrolsandmotors ✔

jettiesincludingboatshedsandpontoons ✔

letterboxes ✔

operablepergolalouvres

controls ownestimate 15 15

motors ownestimate 15 15

operablepergolalouvresexcludingcontrols
and motors ✔

paths ✔

rainwatertanksgalvanisedsteel ownestimate ownestimate 5

rainwatertankspolyethylene ownestimate ownestimate 15

rollerblindscontrols ownestimate ownestimate 10
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Table3continued

Asset

Deductionfordeclineinvalue
effectivelifeinyears

Capital
works

deduction

Assets
acquired
before

1 July2004

Assetsacquired
from1 July2004

andbefore
1July2019

Assets
acquired
from

1 July2019

rollerblindsmotors ownestimate ownestimate 10

retainingwalls ✔

saunasexcludingheatingassets ✔

saunaheatingassets 1 ⅓ 15 15

screens,fixedincludingglassscreens ✔

septictanks ✔

sewagetreatmentassets

controls ownestimate 8 8

motors ownestimate 8 8

sewagetreatmentassetsexcludingcontrols
and motors ✔

spas

fixed ✔

chlorinators 1 ⅓ 1 10

filtrationincludingpumps 1 ⅓ 1 10

heaterselectricorgas 1 ⅓ 15 15

freestandingincorporatingblowers,controls,
filters,heatersandpumps 0 17 17

swimmingpoolassets

chlorinators 1 ⅓ 1 10

cleaning 1 ⅓ 7 7

coversincludingblankets ownestimate ownestimate 8

filtrationincludingpumps 1 ⅓ 1 10

heaters

electricheaters 1 ⅓ 15 15

gasheaters 1 ⅓ 15 15

solarheaters 1 ⅓ 0 0

swimmingpools ✔

tenniscourtassets

cleaners ownestimate  

dragbrooms ownestimate  

nets ownestimate 5 5

rollers ownestimate  

umpirechairs ownestimate 15 15

tenniscourtassets,fixedincludingfences,lights,
postsandsurfaces ✔
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Table3continued

Asset

Deductionfordeclineinvalue
effectivelifeinyears

Capital
works

deduction

Assets
acquired

before1 July
2004

Assets
acquired
from

1 July2004

Securityandmonitoringassets:

accesscontrolsystems

codepads ownestimate 5

doorcontrollers ownestimate 5

proximityreaders ownestimate 7

swipecardreaders ownestimate 

closedcircuittelevisionsystems

cameras 6 2⁄3 4

monitors 6 2⁄3 4

digitalrecorders ownestimate 4

timelapserecorders ownestimate 

switchingunitsincludingmultiplexes ownestimate 5

doorsandscreens ✔

securitysystems

codepads 6 2⁄3 5

controlpanels 6 2⁄3 5

detectors including glass, passive infrared, and vibration 6 2⁄3 5

detectorsglobalsystemformobiles(GSM)unitsincludingglass,
passiveinfrared,and vibration

6 2⁄3 5

detectornoisemakersincludingbellsandsirens 6 2⁄3 5

Table4

Asset

Deductionfordeclineinvalue
effectivelifeinyears

Capital
works

deduction

Assets
acquiredbefore
1 January2004

Assets
acquiredfrom
1 January2004

escalatorsmachineryandmovingparts 16 2⁄3 0

lifts

electric 16 2⁄3 0

hydraulic 0 0
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Table5

Asset

Deductionfordeclineinvalue
effectivelifeinyears

Capital
works

deduction

Assets
acquired
before

1 July2004

Assets
acquired
from

1 July2004

Airconditioningassetsexcludingducting,pipesandvents

airhandlingunits 0

chillers

absorption 5

centrifugal 0

volumetricsair-cooledincludingreciprocating,rotary,
screw, scroll 15

volumetricswater-cooledincludingreciprocating,rotary,
screw, scroll 0

condensingsets 15

coolingtowers 15

dampermotorsincludingvariableairvolumeboxcontroller 10

fancoilunitsconnectedtocondensingset 15

minisplitsystemsupto0kWincludingceiling,floorandhighwall
splitsystem 10

packagedairconditioningunits 15

pumps 0

roomunits 10

airconditioningducts,pipesandvents ✔

Airconditioningplant

centraltypeincludingductingandvents 1 ⅓

structuralalterationsandadditionsassociatedwiththeinstallation
ofthisplantwhichformsanintegralpartofit 100

roomunits 10

solar-energypowered 1 ⅓
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Table6

Asset

Deductionfordeclineinvalue
effectivelifeinyears

Capital
works

deduction

Assets
acquired
before

1 July2004

Assetsacquired
from1 July2004

andbefore
1July2019

Assets
acquired
from

1 July2019

evaporativecoolers

fixedexcludingductingandvents ownestimate 0 15

portable ownestimate 10 10

ductingandvents ✔
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Moreinformation

Togetanypublicationinthisguide
•gotoato.gov.au/publications
•phone1300720092

Website
•Formoreinformationgotoato.gov.au

Publications
Publicationsreferredtointhisguide
•Deductionsforprepaidexpenses2024(NAT4170)
•Expensesyoucanclaim
•GSTR2003/3Goodsand servicestax:whenisasaleof
realpropertyasaleof newresidentialpremises?

•Guidetocapitalgainstax2024
•Guidetodepreciatingassets2024(NAT1996)
• Individualtaxreturninstructions2024
• Internationaldealingsschedule2024(NAT745)
•PSLA2006/1(GA)CalculatingcostbaseofCGTasset
wherethereisinsufficientinformationtodetermineany
Division43capitalworksdeduction

• LCR2018/7Residentialpremisesdeductions:travel
expenditurerelatingtorentalinvestment properties

•PAYGwithholdingvariationapplication(NAT06)
•PAYGwithholdingvariationapplicationevariation
•TD2012/1Incometax:canPart IVAoftheIncomeTax
AssessmentAct1936applytodenyadeductionforsome,
orall,oftheinterestexpenseincurredinrespectofan
‘investmentloaninterestpaymentarrangement’ofthetype
describedinthisDetermination?

•TD2007/2Incometax:shouldataxpayerwhohas
incurredataxlossormadeanetcapitallossforanincome
yearretainrecordsrelevanttotheascertainmentofthat
lossonlyfortherecordretentionperiodprescribedunder
incometaxlaw?

•TD2006/31Incometax:isagovernmentrebatereceived
byarentalpropertyowneranassessablerecoupment
undersubsection20-20(3)of theIncomeTaxAssessment
Act1997,wheretheownerisnotcarryingonaproperty
rentalbusinessandreceivestherebateforthepurchase
ofadepreciatingassetfor example,anenergysaving
applianceforuseintherental property

•TD2005/47Incometax:whatdothewords‘candeduct’
meaninthecontextofthoseprovisionsinDivision110
oftheIncomeTaxAssessmentAct1997whichreduce
thecostbaseorreducedcostbaseofaCGTassetby
amountsyou‘havedeductedorcandeduct’,andistherea
fixedpointintimewhenthismustbedetermined?

•TD1999/42Incometax:dotheprinciplessetoutin
TR 98/22applyto lineofcreditfacilities?

•TR2015/3Incometax:mattersrelatingtostratatitle
bodiesconstitutedunderstratatitlelegislation

•TR2022/1Incometax:effectivelifeofdepreciating
assetsapplicablefrom1July2022)

•TR2021/3Incometax:effectivelifeofdepreciating
assetsapplicablefrom1July2021)

•TR2020/3Incometax:effectivelifeof depreciating
assetsapplicablefrom1July2020)

•TR2019/5WIncometax:effectivelifeof depreciating
assetsapplicablefrom1July2019)

•TR2018/4WIncometax:effectivelifeof depreciating
assetsapplicablefrom1July2018)

•TR2017/2WIncometax:effectivelifeof depreciating
assetsapplicablefrom1July2017)

•TR2016/1WIncometax:effectivelifeof depreciating
assetsapplicable1July2016)

•TR2015/2WIncometax:effectivelifeof depreciating
assetsapplicablefrom1July2015)

•TR2014/4WIncometax:effectivelifeof depreciating
assetsapplicablefrom1July2014)

•TR2013/4WIncometax:effectivelifeof depreciating
assetsapplicablefrom1July2013)

•TR2012/2WIncometax:effectivelifeof depreciating
assetsapplicablefrom1July2012)

•TR2011/2WIncometax:effectivelifeof depreciating
assetsapplicablefrom1July2011)

•TR2010/2WIncometax:effectivelifeof depreciating
assetsapplicablefrom1July2010)

•TR2009/4WIncometax:effectivelifeof depreciating
assetsapplicablefrom1July2009)

•TR2008/4WIncometax:effectivelifeof depreciating
assetsapplicablefrom1July2008)

•TR2007/3WIncometax:effectivelifeof depreciating
assetsapplicablefrom1July2007)

•TR2006/15WIncometax:effectivelifeofdepreciating
assetsapplicablefrom1January2007)whichreplaced
TR2006/5Incometax:effectivelifeofdepreciating
assets and TR 2000/18  Income tax: effective life of
depreciatingassets

•TR2004/16Incometax:plantinresidentialrental
properties

•TR2004/4Incometax:deductionsforinterestincurred
priortothecommencementof,orfollowingthecessation
of,relevantincomeearning activities

•TR2000/2Incometax:deductibilityofintereston
moneysdrawndownunderlineofcreditfacilitiesand
redrawfacilities

•TR98/22Incometax:thetaxationconsequencesfor
taxpayersenteringintocertainlinkedor splitloanfacilities

•TR97/25Incometax:propertydevelopment:deduction
forcapitalexpenditureonconstructionofincome
producingcapitalworks,includingbuildingsandstructural
improvements

•TR97/23Incometax:deductionsfor repairs
•TR97/11Incometax:amIcarryingona businessof
primaryproduction?

•TaxationrulingTR95/25Incometax:deductionsfor
interestundersection8-1oftheIncomeTaxAssessment
Act1997followingFCofTv.Roberts;FCofTv.Smith

•TaxationrulingTR94/11Incometax:generalinvestment
allowance–whatisaunitofproperty?

•TR94/8Incometax:whetherbusinessiscarriedonin
partnershipincluding‘husbandandwife’partnerships

•TR93/32Incometax:rentalproperty–divisionofnet
incomeorlossbetweencoowners

48 Rentalpropertiesguide2024



•TR2019/2Incometax:whetherpenaltyinterestis
deductible

• IT2423Withholdingtax:whetherrentalincome
constitutesproceedsofbusiness–permanent
establishment–deductionforinterest

• IT2316Incometax:distributionofpartnershipprofits
andlosses

• IT2167Incometax:rentalproperties–noneconomic
rental,holidayhome,shareofresidence,etc.cases,family
trustcases

Phone
• Individual . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 132861
Individualincometaxandgeneralpersonaltaxenquiries,
includingcapitalgainstax

• Business. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .132866
Informationabout
 businessincometax
 fringebenefitstax(FBT)
 fueltaxcredits
 goodsandservicestax(GST)
 payasyougo(PAYG)tax
 activitystatements,includinglodgmentandpayment
 accountsandbusinessregistrationincludingAustralian
businessnumberandtaxfilenumber
– dividendandroyaltywithholdingtax.

• Superannuation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 131020

Otherservices
Ifyouarefromanon-Englishspeakingbackground,phone
theTranslatingandInterpretingService(TIS)on131450
for helpwithyourcall.

Ifyouaredeaforhaveahearingorspeechimpairment,
you canphoneusthroughtheNationalRelayService(NRS)
onthenumberslistedbelow,andaskfortheATOnumber
you need
•TTYusers,phone133677.ForATO1800freecall
numbers,phone1800555677.

•SpeakandListenspeechtospeechrelayusers,phone
1300555727.ForATO1800freecallnumbers,phone
1800555727.

• Internetrelayusers,connectto
internet-relay.nrscall.gov.au

Rentalpropertiesguide2024 49



Rentalproperties
2024


