Use the Taxation system to improve the return that you can make from your property investment. Peter Vickers, Chartered Accountant, Lindfield.

All the costs of running the property like council and water rates, agents’ fees, insurance, strata levies and repairs are deductible.

You can also claim depreciation on furniture and equipment like stoves, hot water systems and carpet but not kitchen cupboards and bathroom fittings. If the building has been built in the last 20 years you can also claim a capital allowance for the cost of the building.   

 
If you have borrowed to buy your property then the interest and borrowing expenses can also be claimed as a tax deduction. If all these expenses exceed your rental then this loss can be claimed against your other income. This is called negative gearing.

Your investment property will over time increase in value even if only equal to inflation. You do not pay tax on this increase until you sell the property. You can then claim all the transaction costs for both the purchase and sale of this capital gain. If you own the property for more than 12 months you only pay tax on half the capital gain.

 

This is a very simplified explanation of the tax consequences of owning property. Tax rules are very complex and you thus need professional advice to work out the details.

