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Important information for you

The information contained in this publication is for general guidance only and is not a
substitute for professional advice.

Laws and regulations change and can have varied impacts; therefore, errors, delays, or
inaccuracies may occur in this information. It is provided "as is" without warranties of any kind
and is not intended as legal, accounting, tax, or professional guidance. Eclipse Advisory is not
liable for any decisions or actions taken based on this information. Before any action or decision,
consult with a qualified taxation, financial or legal professional. Eclipse Advisory will not be
responsible for any direct or indirect damages resulting from the use of this publication.

Information in this publication is no substitute for professional financial advice.
We encourage you to seek professional financial advice before making any investment or
financial decisions.

David Robson and Eclipse Advisory Pty Limited trading as Eclipse Advisory are Authorised
Representatives of Synchron Advice Pty Ltd ABN 33 007 207 650 for financial planning services
only, AFS Licence No. 243313.

Eclipse welcomes the opportunity to provide further information and assistance, We offer a
free no obligation discovery consultation. You will find our contact details at back this
publication

Please note: Before investing in any financial product you should always obtain and read a
Product Disclosure Statement and consider whether it is appropriate for your objectives,
situation and needs. We further recommend that you consult with a suitably licensed and
qualified financial adviser before proceeding.

© Eclipse Advisory Pty Ltd (ABN 69 615 982 039) 2024.

This publication is protected by copyright. Subject to the conditions prescribed under the Copyright Act 1968 (Cth),
no part of it may be reproduced, adapted, stored in a retrieval system, transmitted, or communicated by any means;
or otherwise used with without prior express permission. Enquiries for permission to use or reproduce this
publication or any part of it must be addressed to Eclipse Advisory by email to admin@eclipseadvisory.com.au.



s founder and CEO of Eclipse Advisory, I'm thrilled
to unveil the newest addition to the Infohub
library: an insightful new ebook covering,
“Property Investors: Boost Your 2024 Tax Claims”.

This resource is dedicated to empowering Australians with critical financial knowledge, aimed at enhancing decision-
making. We believe that knowledge is the key to wealth creation. Our mission is to assist you in growing and
protecting your wealth through improved understanding and strategic decision-making.

At Eclipse Advisory, our foundation is built upon over 40 years of distinguished expertise in wealth creation, as both
chartered accountants and financial planners. We possess the comprehensive registrations and licenses necessary to
provide an extensive range of advice, tailored to each aspect of financial growth and planning. Setting us apart from
our competitors, we offer a truly holistic advisory service. Our unique, integrated approach ensures that clients
receive expert guidance on all matters related to wealth creation, from accounting to financial planning, all under
one roof.

Knowledge Gives You a Huge Advantage

We firmly believe in the transformative power of knowledge in managing wealth effectively, achieving your financial
goals, and navigating life's unpredictable challenges. This conviction underpins our series of eBooks, meticulously
crafted to guide you through the benefits and potential risks associated with various financial strategies and
investments.

We trust that you will find this publication both insightful and professionally curated. Your feedback is invaluable to
us as we aim to continuously evolve our offerings to meet your financial information needs.

| personally invite you to share your financial goals and offer a cost and obligation-free Discovery Consultation to
explore how we can assist in making those goals a reality.

Scan here to book an appointment
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Tax challenges: Practical solutions
for property owners

Navigating the world of taxes can feel like searching for a needle, or more than
one, in a haystack. But it doesn’t have to be so - instead, imagine taxes as a puzzle
where each piece, when correctly placed, reveals a picture of financial stability
and growth.

For rental property investors, this puzzle comes with its own unique set of challenges. From the
labyrinth of complex tax laws to the nitty-gritty of record-keeping, there are numerous pain points
to navigate.

The most common hurdles, pitfalls, and opportunities include:

e Complex Tax Laws: the ever-changing regulations can make your head spin.

¢ Maximising Deductions: finding every possible deduction without overstepping legal
boundaries.

e Record-keeping: keeping meticulous records of every income and expense related to your
property.

¢ Depreciation: correctly applying depreciation to maximise tax benefits.

¢ Repairs vs. Improvements: knowing the difference between immediate deductions and
capitalised costs.

e Over-Claiming Expenses: avoiding the temptation to inflate deductions, which can lead to

audits.

Tax Audits: the stress and risk of being audited by the Australian Taxation Office (ATO).

Interest Deductions: accurately claiming interest on loans.

Capital Gains Tax (CGT): planning for CGT when selling properties.

Professional Advice Costs: weighing the cost of professional advice against the potential tax

savings.

In this article, we’ll simplify tax complications while highlighting the valuable deductions available
to property owners in Australia.

Manoeuvring through the obligations and opportunities presented each financial year requires a
balancing act, ensuring that you step safely through the web of tax law, avoiding unwanted
penalties or audits, while maximising your available benefits.

This optimisation of your tax return will best guarantee making the most of your hard-earned
money, while staying compliant with tax legislation.

By understanding the rules and leveraging the available deductions effectively, you can secure
your financial position and make informed decisions that benefit your investment strategy.

ECLIPSE ADVISORY 1

Chartered Accountants



Immediately Deductible Expenses
for Your Rental Property

Owning rental properties can be a sound investment, and is a popular path in
Australia, but it does require dealing with management responsibilities and
associated costs. Fortunately, many of these expenses can be immediately
deducted from your taxable income, easily reducing your overall tax bill.

Below is a straightforward list of these immediately deductible expenses, by category, for your
rental property.

1. Property Management and Maintenance Expenses
This category includes recurring running expenses associated with managing your rental
properties. These are costs which ensure your properties remain in good condition and attractive

to tenants, including:

Advertising Costs: Expenses incurred in finding new tenants, such as online listings, print
advertisements, and fees paid to property managers for advertising on your behalf.

Building/Strata Fees: Charges for body corporate or strata management services, which cover the
maintenance of common areas like gardens, pools, and elevators in multi-unit properties.

e Miscellaneous Costs: Various expenses related to maintaining a safe and pleasant environment
for tenants. This includes cleaning services, gardening, lawn mowing, pest control, and security
patrol fees.

2. Rates and Taxes

Regular bills related to your properties for which you are directly responsible fall under this
category. These typically include:

e Water Rates, Charges, and Usage: Costs associated with water supply to your properties.

e Council Rates: Property taxes levied by the local council.

e Land Tax: A state or territory tax on property ownership. For land tax, it is essential to lodge an
initial tax return with your local state or territory revenue office as soon as you acquire a
property to avoid facing any penalties.

e Electricity and Gas Bills: In some cases, landlords are responsible for these utilities, either due
to a vacancy or a specific arrangement with tenants.




3. Property Agent Costs

If you choose to hire a property
management agency to manage your
properties, you can claim deductions for
their services, including:

e Agent Fees and Commissions: Fees paid
to property managers, including the
Goods and Services Tax (GST).

e Petty Expenses: Minor costs incurred by
the agent, such as postage and printing.

e Statement Fees: Fees charged by the

agent for providing financial statements.

e Bank Charges: Fees related to the
management of rental income and
expenses.

4. Administrative Expenses

These expenses arise from the day-to-day
administration of your investment
properties. Examples include:

e Stationery, Postage, and Minor Office
Supplies: Costs for office supplies and
mailing documents.

e Telephone and Communication Costs:
Phone and internet bills used for
managing your properties.

e Legal Expenses: Fees for legal services,
especially those related to debt
collection and dealing with problematic
tenants.

5. Insurance Costs

The cost of insurance to cover risks
associated with running your rental
property business can be claimed as a tax
deduction. Eligible types of insurance
include:

e Comprehensive Landlord’s Insurance:
Covers damage to the property from
events like fire, flood, theft, and
vandalism, and may include rent loss
insurance if the property becomes
uninhabitable.

e Building Insurance: Covers the structure
of the property.

¢ ECLIPSE ADVISORY
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e Contents Insurance: Covers furniture
and appliances provided in the rental
property.

e Public Liability Insurance: Protects
against lawsuits if a tenant or visitor
gets injured on the property.

6. Acquisition Costs

Only certain costs incurred when acquiring
arental property can be claimed as
deductions (further below, we will specify
which acquisition costs are not deductible).
These costs are typically outlined in the
settlement letter from your solicitor and
may include:

e Qutstanding Council Rates: The
remaining balance of council rates
payable upon acquisition.

e Qutstanding Water Rates: The remaining
balance of water rates payable upon
acquisition.

e Qutstanding Body Corporate Fees: The
remaining balance of body corporate
fees payable upon acquisition.

7. Repair Costs

As a landlord, upholding your obligation to
provide an appropriately usable and safe
environment for your tenants is crucial.
Expenses related to repairs that restore the
functionality of the property can be
deducted. This includes:

e Plumbing Repairs: Fixing leaks, broken
pipes, or faulty plumbing fixtures.

e Electrical Repairs: Repairing wiring,
outlets, or electrical systems.

e General Repairs: Other repairs
necessary to maintain the property's
condition.

It is important to distinguish between
repairs (which restore functionality) and
improvements (which enhance value). The
ATO pays close attention to these claims, so
keeping detailed quotes and work reports
from tradespeople is important to support
your submissions.




8. Interest and Loan Account Fees

You can deduct the interest and account fees
on loans if the loan was entered into to acquire
an income-generating asset, such as a rental
property. It'simportant to prepare the
relevant documentation to support these
claims

9. Travel Expenses

According to the ATO, travel expenses can be
tax deductible if they meet either of these two
criteria:

e Youarein the business of letting rental
properties
e You are an excluded entity

You are in the business of letting rental
properties, if you are using rental properties to
run a business, which will allow you to use
these travel expenses as items to be deducted
from what should be taxed on your total
income.

When you are an excluded entity, you are
among these: a corporate tax entity, a
superannuation plan that is not self-managed
superannuation fund, a public unit trust or a
partnership, a management investment trust,
or a unit trust of a partnership where all of the
members are entities of the type mentioned.

10. Quantity Surveyor Costs

It is best to hire a quantity surveyor to
determine depreciation costs and the value
added by capital projects (such as building
extensions).

11. Training Expenses Related to Airbnb
Operations

The expenses for education and training to
prepare you to manage your investment
properties are deductible. The principle
behind this is that such expenses are related
and connected with management and revenue
production, and therefore are to be
considered deductible expenses.

; # ECLIPSE ADVISORY
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However, seminars focusing on expanding your
property portfolio are not eligible in this way.

By understanding and claiming those
applicable to you of these immediate
deductions, you can significantly reduce your
taxable income from your rental properties.

A combination of quality record-keeping
and professional advice will ensure you
claim everything you're entitled to while
maintaining compliance with tax
regulations.




Deductions Over Multiple Years: A
Comprehensive Guide

While certain expenses can be immediately deducted, there are others that can't
be fully deducted in a single year. Instead, these deductions must be spread out
over several years.

There are two primary sources of multiple-year deductions: borrowing expenses and property

depreciation.

Borrowing Expenses

Borrowing expenses related to obtaining a loan
can be deducted over the life of the loan, with
specific rules based on the loan term (length):

e Loans under five years: Deduct expenses
over the loan period.

e Loans over five years: Deduct expenses
over five years.

Eligible borrowing expenses for deduction on
such loans include:

e |oan application fees

e Lender’s legal fees

e Title search fees

e Lender’'s mortgage insurance
e Stamp duty on mortgages

e Mortgage registration fees

Property Depreciation

Depreciation is the only non-cash deduction
available to property investors. It represents
the natural wear and tear of a building and its
assets over time. The ATO allows owners of
income-producing properties to claim this as a
tax deduction. There are two types of
depreciation deductions:

1. Capital Works Deductions (Division 43):

e These deductions cover the building’s
structure and permanently fixed assets.

e Deducted at a set rate of 2.5% over the
property's lifetime (40 years).

e Typically, capital works make up 85 to 90%
of a total depreciation claim.

C ECLIPSE ADVISORY
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e Eligible constructions include buildings,

extensions (e.g. adding a room, garage, or
pergola), alterations (e.g. removing or
adding an internal wall), and structural
improvements (e.g., adding a carport,
sealed driveway, or fence).

2. Plant and Equipment Depreciation:

e These deductions apply to assets that are

easily removable or mechanical.
Depreciation deductions for plant and
equipment are determined using their
effective life rate under the diminishing
value or prime cost method, the low-value
pool, or as an immediate deduction.
Examples include electrical equipment,
carpets, and furnishings.




To maximise your depreciation deductions, follow these principles:

e |nstallation Costs: Add the cost of installing equipment and plant (e.g. hot water systems)
to the total asset value for depreciation calculations.

e Movable Assets: Depreciate movable assets (e.g. furniture, appliances) based on their
effective life. The ATO website provides the appropriate formulas for these calculations.

e Threshold for Depreciation: Only include items costing more than $300 in your
depreciation claims. Items under $300 can be claimed as a direct deduction in full.

Claiming depreciation deductions is an important component of property investment that
can seem daunting to understand.

Taking advantage of these deductions could save you thousands of dollars on your taxes.

Understanding these multiple-year deductions, and how to apply them, can lead to
significant tax savings over time.

"!\‘.‘\‘guxtwwuﬂ}}&}
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Non-Deductible Expenses for Your
Rental Property

While there are many expenses you can deduct for your rental property, certain
costs are either not deductible or are considered to be a private nature by the
Australian Tax Office. Be aware of these non-deductible expenses to avoid issues
with your tax returns or unwanted attention from the ATO.

Here’s a detailed breakdown of the key expenses that cannot be deducted:

1. Acquisition Costs

The initial costs associated with purchasing a
property are not deductible, and thus, while
substantial, must be accounted for separately.

Primary acquisition-related expenses include:

e Property Purchase Price: The actual cost of
acquiring the property.

e Stamp Duty on Purchase: Government
charges on the property transaction.

e Legal and Conveyancing Fees: Costs paid to
lawyers or conveyors for handling the
purchase.

e Pestand Property Inspection Fees:
Expenses incurred for inspections prior to
purchase.

e Property Sourcing Fees: Fees paid to find
and secure the property.

e Immediate Post-Purchase Renovations:
Costs for any renovations carried out
immediately after buying the property.

e Immediate Post-Purchase Repairs:
Expenses for repairs done immediately
after acquisition.

2. Selling-Related Costs

Expenses incurred in the process of selling a
property are not deductible. However, these
costs are considered capital costs and can be
included in the cost base of the property,
thereby reducing the capital gains tax upon
sale.

The primary non-deductible selling-related
costs include:

Q ECLIPSE ADVISORY
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e Legal and Conveyancing Fees: Costs
associated with legal services during the
sale.

e Advertising Costs: Expenses for marketing
the property for sale.

e Agent Fees and Commissions: Commissions
paid to real estate agents.

3. Travel Expenses

From 1 July 2017, travel expenses related to
gaining assessable income from a residential
property are no longer tax deductible. This
restriction applies to individuals and trustees
of self-managed superannuation funds
(SMSFs) owning residential property.

Non-deductible travel expenses include:

¢ Inspection Travel Costs: Travel costs for
inspecting the property.

e Maintenance Travel Costs: Travel expenses
incurred for maintaining the property.

¢ Rent Collection Travel Costs: Travel costs
for collecting rent.



4. Second-Hand Plant and Equipment

For residential investment properties purchased after 9 May 2017, only depreciation on brand new
appliances and fixtures qualifies from 1 July 2017 onwards. Additionally, plant or equipment
installed on or after 1 July 2017 is not deductible if used for private purposes. However, these rules
do not apply to residential properties owned by a company.

Grandfathering Provision: If you owned a rental property or entered into a contract to purchase
the rental property before 9 May 2017, you can continue to claim deductions on depreciating
assets that were already in the property before this date.

5. Pre-Purchase Investigation Costs

Costs incurred while investigating new investment opportunities or specific properties that were
never purchased are not deductible.

Be cautious not to include the following expenses in your tax return:

e Seminar Fees for Portfolio Expansion: Costs for seminars focusing on property portfolio
expansion.

e Property Evaluation Fees: Expenses for reports and evaluations on properties prior to
purchase.

e Travel Costs for Property Inspection: Travel expenses for inspecting properties prior to
purchase.

6. Expenses During Non-Rental Periods

Expenses incurred during periods when the property was not available for rent are not deductible.
This is particularly important if the property was used for personal purposes, such as a holiday
home. Ensure you exclude these times from your tax return:

e Personal Use Periods: times when the property was used personally and not made available for
rent.

e Capital Costs Inclusion: While purchase and sale-related costs are not immediately deductible,
they can be included in the cost base of the property to reduce the capital gains tax upon sale.

Important Note

Knowing what costs you can't claim on tax along the way will ensure accurate reporting and
avoids ATO trouble. Tracking these non-deductible capital costs will reduce your ultimate
capital gains tax. This results in better rental property management and prevents tax return
headaches.

ECLIPSE AD
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Special Topics of Interest

To further your understanding of key rental property investing we include
out take on the following special topics and management opportunities.

ATO Targeting Rental Properties

The Australian Taxation Office (ATO) has
placed rental properties under scrutiny for
both the 2023 and 2024 financial years.
Here’s a detailed overview of their focus
areas to ensure accurate tax reporting:

e |nflated Claims: The ATO is vigilant
about unreasonably high deductions
claimed for rental property expenses.
Be prepared to justify any significant
deductions with receipts and
documentation.

e Repairs vs. Capital Improvements: It's
crucial to distinguish between repairs
(immediately deductible) and capital
improvements (deductible over time).
The ATO ensures these categories are
used correctly, so maintain thorough
records to differentiate between minor
fixes and major upgrades.

e Rental Income & Occupancy Periods:
Accurate reporting of all rental income
is essential. Deductions can only be
claimed for periods when the property
was genuinely available for rent, not for
personal use. This is particularly
important for short-term rentals like
Airbnb.

You can avoid tax issues by being aware of

ATO's focus areas and keeping accurate
records.

Positive or Negatively Geared

Understanding the deductions you're
eligible for is crucial to maximising your
property investment tax benefits.

“‘ ,: ECLIPSE ADVISORY
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The first step is to determine if your
property is positively or negatively geared:

e Positively Geared: If your rental income
exceeds your expenses, your property is
positively geared. The income earned
from these properties will be added to
your taxable income.

e Negatively Geared: If your total
deductible expenses exceed your rental
income, your property is negatively
geared. You can claim these expenses to
offset your other income, thereby
reducing your taxable income.

Recent years have seen many properties
become positively geared due to low
interest rates, which have increased taxable
income rather than reduced it. However,
the significant capital gains experienced
over the last decade have more than
compensated for this disadvantage.

Refinancing Costs

Refinancing costs are treated similarly to
other borrowing costs in Australia for tax
purposes. Here’s how it applies:

Investment Property: If you refinance your
investment property loan, certain costs
associated with the new loan can be tax-
deductible. These deductible costs typically
include:

e Loan application or establishment fees

e Lender valuation and title search fees

e Mortgage broker fees (if applicable)

e Lenders Mortgage Insurance (if
applicable on the refinanced loan)




Deduction Method: There are two options for
claiming these deductions:
e Spread the deduction over the term of the
loan (up to a maximum of five years)
e Claim the full deduction in the income year
you incur the cost, provided the total cost
is less than $100

Non-Deductible Refinancing Costs: Some
refinancing costs are not tax-deductible. These
include:
e Exit fees charged by your previous lender
e Stamp duty (state government charge)
e Conveyancing fees (legal fees associated
with property transfer)

Capital Gains Tax (CGT) Scenarios

Below, we have listed several different
scenarios of property usage to demonstrate
and illuminate how capital gains tax (CGT) can

apply.

Assuming the property is held for 10 years,
purchased for $500,000, and sold for $1
million, resulting in a $500,000 capital gain,
the CGT implications vary based on usage.

In the first scenario, the property is 100%
owner-occupied for the entire period and is
exempt from CGT.

In the second scenario, with 20% business use,
CGT applies to the business portion, resulting
in a2 $100,000 taxable capital gain.

Finally, in the third scenario, the property is
initially owner-occupied, then rented out. If
sold within six years of being rented, it remains
CGT-exempt. These examples highlight the
importance of understanding property usage
for effective tax planning.

Q ECLIPSE ADVISORY
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1. Using Entire Property as Home Residence:

If you lived on the property for the entire 10
years, it qualifies for the main residence
exemption. This means you generally won't pay
CGT on the capital gain. This exemption
applies even if you worked from a home
workshop since it's a minor portion of the

property.

2. Home Residence with 20% Workspace (5
Years):

Things get a bit more complex here. Since you
used 20% of the property for income
generation (workshop) for 5 years, you might
lose the full main residence exemption for that
period (20% * 5 years).

e Exempt Period: The remaining 80% of the
property used for residential purposes for
the entire 10 years would likely be exempt
from CGT.

e Potentially Taxable Period: The 20% used
as aworkshop for 5 years might be subject
to CGT on the portion of the capital gain
attributable to that period. You'd need to
calculate the gain based on:

o Proportion of the floor area used for
the workshop (20%)

o Time period it was used for income
generation (5 years)

o Market valuation of the entire property
on the date it became a rental property.

3. Home Residence (7 Years), then Rental
Property (3 Years):

In this scenario:

e Exempt Period: The portion of the time you
lived in the property (7 years) would likely
be exempt from CGT under the main
residence exemption.

e Potentially Taxable Period: The 3 years it
was rented out might be subject to CGT on
the capital gain attributable to that period.
The calculation would be similar to
scenario 2, considering:
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o Proportion of the total ownership
period for rental use (3 years)

o Market valuation of the property on the
date it became a rental property.

e G-year rule: If the property is rented and
sold before 6 years no CGT is payable.
Refer to the 6-year rule below

Record-keeping for CGT

Keeping good records is crucial for CGT
purposes. Here's a breakdown of the
important documents for each scenario, along
with what they might look like:

Common Documents for All Scenarios:

Purchase Documents:
e Contract of Sale (shows purchase price,
date)
e Settlement statement (details purchase
costs like stamp duty, legal fees)

Sale Documents:
e Contract of Sale (shows sale price, date)
e Settlement statement (details sale costs
like agent fees, marketing)

Scenario 1: Entire Property as Home
Residence

In this case, you might not need extensive
additional records as the entire property
qualifies for the main residence exemption.
However, keeping occupancy records (proof
you lived there) serves as definite proof, for
your own ease of mind.

Optional Occupancy Records:

e Utility bills with your name and address
(dated throughout the period)

e Electoral roll records showing you're
registered to vote at the address

e Bank statements showing mortgage
repayments or rental payments to yourself
(if applicable)

Scenario 2 & 3: Partial Home Residence &
Rental

\)
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For these scenarios, detailed records become
more critical to prove the split use and
occupancy periods:

Occupation Records:
e |ease agreements (if you rented out rooms
while living there)
e Statutory declarations from yourself or
housemates outlining occupancy periods

Use Records (For Workspace Portion):

e Business registration documents for your
workshop (if applicable)

e Receipts orinvoices related to running the
workshop from the property (e.g., internet
bills, supplies purchased)

e Photos of the workspace area

Additional Notes:

e Keep renovation and improvement
receipts, as these can your cost base,
(reducing your capital gain).

¢ Maintain digital copies of documents or
well-organised physical files.

e The ATO recommends keeping records for
at least five years after selling the

property.
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The 6-Year Rule

The six-year rule offers property investors a
tax advantage by allowing a primary residence
to be exempt from capital gains tax (CGT) even
when rented out for up to six years. Typically, a
home is free from CGT on sale, while a rental
property is not. However, under this rule, if
you rent out your primary residence and sell it
within six years, it remains CGT-free.

Key points to remember about the 6-year rule:

e Time Limit: It's a six-year window, counted
daily. So, even if you rent it out for five
years and 11 months, you might still qualify
for the PPR exemption.

e Multiple Use: This rule applies each time
you move out of your PPR. There's no limit
on how many times you can use it
throughout your property ownership
journey.

e Renting vs. Not Renting: The exemption
works differently if you don't rent out the
property after moving out. In that case, it
can potentially remain your PPR
indefinitely under specific circumstances.

Q ECLIPSE ADVISORY
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Additional criteria to consider:

e Genuine Use: The property you
claim as your PPR needs to be your
main place of residence, where you
genuinely live.

e [ntention: When you move into a
new property, you must have the
intention of living there
permanently for it to qualify as your
PPR.

e Absence Reasons: The 6-year rule is
meant for situations like work
relocation or temporary absences.
It's not intended for properties you
never lived in or used solely for
investment purposes.

Negative Gearing with a Granny Flat

Negative gearing with a granny flat is an often-
used strategy to consider. Though, there are
recently introduced limitations to be aware of.

When renting out a granny flat, you're able to
claim a portion of various expenses. This
includes mortgage interest and charges, which
can be allocated based on the area of the
granny flat relative to your house. For
example, if the granny flat comprises 20% of
your home's floor space, then 20% of the
mortgage interest can be deducted.

Similarly, you can claim a share of property
rates and landlord insurance, calculated
proportionately to the size of the granny flat.
Repairs and maintenance follow a similar rule:
fully claimable if solely for the granny flat, but
apportioned if they benefit both the main
house and the flat. Cleaning and pest control
expenses are also claimable based on whether
they service just the granny flat or the entire
property. Utilities like water and electricity
should be tracked either through separate
metres or a fair allocation method to
accurately claim these costs.

12



The methods for apportioning these costs
often depend on the floor area or the
number of occupants in each part of the
property. For larger renovations or
improvements known as capital works,
these are not immediately deductible.
Instead, you may claim depreciation on
these costs over several years, based on
receipts for materials and construction or a
professional valuation.

In terms of tax considerations:

e Main Residence Exemption: Renting
your granny flat might reduce your
capital gains tax (CGT) exemption if
rented at market rates. Non-commercial
family arrangements typically maintain
the exemption.

e Granny Flat Arrangements: From 1 July
2021, agreements granting family
members life residency in granny flats
can be exempt from CGT if they are non-
commercial.

e Negative Gearing: If your granny flat
incurs a loss where expenses exceed
rental income, this loss can be offset
against other income. However, be
aware that there are recent limitations
on how losses from negative gearing can
be applied.

Keeping Track of Your Rental
Property Finances

Owning rental properties can represent
sound investing, it also comes with the
higher degree of responsibility in keeping
track of your income and expenses.

While we’ve explored record-keeping
specifically for the purposes of CGT, below
we’ve outlined record-keeping for the
broader purpose of managing the whole
suite of your rental property portfolio.
Make sure you keep the following records:

Rental Income:
e Lease agreements with tenants

Q ECLIPSE ADVISORY
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e Bank statements showing rental

deposits and payments

Receipts for any cash rent received(not

common these days)

e Records of any bond money you hold
onto instead of rent

e Statements from property managers (if
you use one)

Rental Expenses:
Receipts and invoices for all claimable
expenses:

e Advertising costs (online listings, real
estate agent fees)

e Building/strata fees (body corporate
fees for common area maintenance)

e Miscellaneous costs (cleaning,
gardening, pest control)

e Rates and taxes (water rates, council
rates, land tax)

e Property agent costs (fees,
commissions, letting fees)

e Administrative expenses (stationery,
postage, phone bills)

e | egal fees (debt collection, tenant
issues)

e |nsurance costs (landlord's insurance,
building, contents)

e Acquisition costs (outstanding rates in
settlement statement)

e Repair costs (with detailed quotes/work
reports)

e Interest and loan account fees (on
investment loan)

Note: Information about travel
expenses and quantity surveyor costs
being claimable might be outdated.
Consult a registered tax agent for
current guidelines on these
deductions.




How Long to Keep Tax Records:

You generally need to keep records for five
years from the date you lodge your tax return.
This applies to:

e The date you lodge your tax return with the
ATO.

e |f claiming declining value of an asset
(depreciation), you might need records for
longer (consult a tax agent).

e |fthere's a dispute with the ATO about
your rental property, keep records until the
dispute is resolved.

Record Keeping Apps for Your Rental
Property:

Here we’ve listed some suggested methods of
maintaining your records through digital
solutions. We do not expressly endorse any of
these platforms, but in this day and age, there
is a smorgasbord of options to choose from,
and we’ve presented several as a starting point
to your consideration.

Simple Solutions — Mobile Apps:

Mobile apps offer numerous advantages that
allow for efficient and easy finance
management. They provide the convenience of
recording income and expenses immediately,
such as after receiving rent or making a
payment. Some of these apps enable receipt
capture, eliminating the need for physical
storage and simplifying organisation.
Furthermore, mobile apps can offer basic
reporting features, allowing you to obtain clear
snapshots of your income and expenses
throughout the year.

e Wave: Free app for basic income and
expense tracking, receipt scanning, and
reports. Ideal for those with a single
property.

e Mint: Primarily a budgeting app, Mint can
also track rental income and expenses. It
categorises transactions and provides
budgeting tools.
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PocketGuard: Another budgeting app with
expense tracking. Analyses spending to
identify areas for saving. Useful for overall
financial management alongside basic
expense tracking.

Receipt categorisation apps: Apps like
Shoeboxed or Zoho Expense focus on
receipt capture and organisation. You can
scan receipts with your phone and
categorise them for easy expense tracking.
Can be used with a separate app for
income tracking or a spreadsheet.

More Commercial and Tech-Savvy Solutions:

e Xero: User-friendly with features for

invoicing, expense tracking, bank
reconciliation, reporting, and property
management software integration. At
Eclipse, we recommend that our clients use
this software, as it has the best usability
case on our end.

QuickBooks Online: Similar functionalities
to Xero, including income and expense
tracking, reporting, and property
management integrations.

MYOB Essentials: Popular choice for
Australians, offering a simple interface for
managing finances and generating reports.
Integrates with some property
management software.

More Commercial and Tech-Savvy Solutions:

e Xero: User-friendly with features for

invoicing, expense tracking, bank
reconciliation, reporting, and property
management software integration. At
Eclipse, we recommend that our clients use
this software, as it has the best usability
case on our end.

QuickBooks Online: Similar functionalities
to Xero, including income and expense
tracking, reporting, and property
management integrations.




e MYOB Essentials: Popular choice for
Australians, offering a simple interface for
managing finances and generating reports.
Integrates with some property
management software.

Choosing the Right System:

When selecting the right system for managing
your finances, consider your comfort level
with technology, the number of properties you
own, and your budget.

Evaluate the features offered by different
systems, such as bank integration, invoicing,
reporting, and property management tools, to
determine which best meet your needs. If you
are not particularly tech-savvy, prioritise ease
of use and look for a system with a user-
friendly interface and clear instructions.

Additionally, consider the cost: some systems
provide free plans with limited features, while
others require paid subscriptions for access to
more advanced functionality.

Presenting Information to Your Accountant at
Year-End:

Making the choice to utilise some form of
technology to assist in your record
management is felt at year-end, in the
quickness and ease of collecting and
forwarding your information to your
accountant.

Maintaining diligent use of these systems
throughout the year can result in only minutes
of work required at year-end, as opposed to
days or weeks of searching and formatting
documents. With the right system, at year-end,
simply:

e Export your data: Most apps allow data
export in formats like CSV or PDF.

e Organise your records: Ensure income and
expenses are categorised correctly.

¢ Provide additional information: Include
lease agreements, property valuations, and
loan statements (if relevant).

e Communicate clearly: Discuss any
questions you have or specific deductions
you want to claim.

Additionally, consider the following tips to top
off your approach to efficiently managing your
investment property portfolio:

e Connect your bank accounts to automate
transaction downloads, reducing the need
for manual data entry.

e Make it a habit to regularly update your
records instead of waiting until year-end to
categorise transactions, ensuring your
financial data remains accurate and up-to-
date.

e Lastly, regularly back up your data to
protect your files and prevent any
potential loss of information.




Conclusion

Investing in real estate is not for the faint-hearted, yet for generations, it has been
a reliable path to building wealth for retirement. By maximising tax deductions and
taking advantage of capital gains tax relief, property investors can save a
significant amount of money over the life of their investment.

Making the most out of property investment requires strategic planning. smart
financial decisions, and educated execution, to ensure that the pursuit of
maximised savings doesn’t lead astray into unwanted financial and legal risk
exposure.

Smart investing, and knowing with certainty that you are paying the right taxes,
will put you on the road to financial freedom.
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Eclipse Advisory: Your Strategic
Financial Partner

Eclipse Advisory offers bespoke financial and business advisory services. With a
commitment to personalisation and strategic insight, our firm guides clients
through financial complexities, ensuring tailored advice for every stage of their
journey.

David Robson, CEO and Founder of Eclipse Advisory, brings more than 40 years
of experience in financial advisory, specialising in wealth creation, financial
planning, and taxation. His extensive professional accreditations and
memberships underline his status as a trusted and skilled advisor in the financial
sector.

Eclipse Advisory distinguishes itself through its commitment to quality service,
powered by a solid advisory framework and a client-focused support system.

Our methodology guarantees strategic, personalised advice, complemented by
consistent monitoring and reviews to achieve financial goals.

Our comprehensive suite of specialist services includes superannuation & SMSF,
retirement & estate planning, bookkeeping & outsource CFO, and business &
startup services.
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Invitation

Our objective is to furnish clients with actionable insights and strategies for
informed decision-making and enhanced financial resilience.

We appreciate you taking the time to read our publication and hope you found it
useful. Your feedback is important to us, as it helps us better serve your needs.

Now, let's take action on what you've learned.

Invitation: Cost & obligation-free

We invite you to book a cost and obligation-free Discovery consultation to discuss
your financial goals and explore how we can help you achieve them.

BOOK HERE

For your convenience we offer a number of booking options:

Telephone for an appointment: 1300 978 077
Email an appointment request to: admin@eclipsedadvisory.com.au
Book online at: eclipseadvisory.com.au

We're looking forward to working with you towards your financial success.
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Contact Us

1300 978 077
admin@eclipseadvisory.com.au

eclipseadvisory.com.au

bo & X @

16a Karalta Plaza, 12 Karalta Road, Erina NSW 2250



