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If you buy a ‘renovator’s delight’ expecting to do it up,
rent it out and claim the initial renovation costs as repair and
maintenance costs, you’re out of luck. Renovations should not
be passed off as repairs. Repairs are about restoring something
to its original condition, not about adding improvements.
The cost of improvements such as remodelling bathrooms or
kitchens are capital improvements and should be claimed as
capital works deductions. The rental properties booklet issued
by the ATO defines this more clearly, and lists examples
to help you come to grips with the difference between
depreciating versus deductible assets.
3. This would depend on which property was nominated
as your PPOR. If you nominated the Alice Springs
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property as your PPOR, then you would receive all the
concessions and status that a PPOR receives on sale.
However, this would mean that, for the two years that
Alice Springs was nominated as your PPOR, the Adelaide
Hills property would lose this status – which would in turn
impact on the tax position of this property if it was sold
somewhere down the track. But if it is not your intention
to sell the Adelaide property in the short term, and you
moved back in and decided to hang onto it for longer,
then this impact would diminish over the years in
any event.
4. You could continue to hold on to the Alice Springs
property as an investment and add to your portfolio after
you move back to Adelaide, and this would be treated
like any other investment property. All expenses would
be tax deductible against the rental income generated.
Firstly, however, you would need to assess whether this
property is a good long-term investment, and meets all
your requirements as far as cash flow and capital gains
are concerned.
5. You can nominate the Adelaide property as your PPOR
for up to six years before you trigger a change in status, which
would impact CGT.
– David Naylor

If you have a tax question for our experts, email it to:
editor@yipmag.com.au
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This month we look at depreciating
commercial property

T

here are three
major differences
in relation to
the depreciation of
commercial versus
residential property,
namely:
1. You can occupy
the property and still
claim tax depreciation
Many people buy commercial property in their
own name or self-managed super fund and then lease
the property back to the business they own. This
enables the individual or super fund to claim the
depreciation allowance – which can be significant on
commercial property.
2. Older commercial buildings qualify for the
building allowance
Building allowance refers to the decline in value of the
bricks, concrete, etc, of your property. The date that
construction commenced determines what building
allowance you can claim.
For commercial property you can claim depreciation,
provided your building commenced construction
after July 1982. However, for residential buildings,
construction would have had to commence after
July 1985.
3. Claimable items vary by industry and
effective life
Each year the Tax Commissioner publishes a list of what
items you can and can’t claim. Commercial property
owners don’t have their own list but some items are
claimed at different rates to residential properties. For
instance, carpets are claimed over an eight-year period
in commercial and a 10-year period in residential.

Tyron Hyde is a director of quantity
surveying firm Washington Brown. For
more QS Corner tips and information on
property depreciation including a FREE
online tax depreciation calculator, visit

www.washingtonbrown.com.au

The advice contained in this report is general in nature and
its preparation has not taken any individual circumstances,
objectives or financial needs into account. Readers
are advised to seek appropriate advice from licensed
professionals before embarking on any investments.
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