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wise as individuals by using a family trust? Are there
any drawbacks to using a family trust? I know this
is probably a topic that’s quite wide in scope, but I’d
appreciate a basic explanation of what family trusts
can do for us.

A

Yes, you are right, this topic is quite wide in scope.
There are many different types of trusts. The most
common are discretionary trusts (commonly called
family trusts), hybrid trusts, property investors trusts, unit
trusts and self-managed superannuation (which is a trust in
itself). Trusts generally, if structured correctly, provide asset
protection and are great for estate planning within the family.
The trust we would recommend would be dependent
on your individual situation and whether the property is
making money or is in a loss situation after holding costs.
For example, if the property was positively geared, the
discretionary trust would be appropriate as it provides
flexibility from a taxation point of view. That’s because you
can distribute the positive income to the various beneficiaries
at the discretion of the trustee.
The hybrid or property investors trust can also be
beneficial as it allows individuals to borrow money in their
own name and invest in the trust by acquiring units (similar
to acquiring shares in a company). This then allows for the
individual to claim the interest or a proportion of the interest
dependent on the type of units acquired.
We strongly recommend you speak with an advisor before
establishing your trust as not one size fits all and there are
many other considerations such as the impact of land tax and
whether you lose a threshold by owning property in a trust,
and this varies from state to state.
– David Naylor

Am I dreaming?

Q

If taxes incurred in acquiring and maintaining
an investment are deductible, would a tax
incurred on disposal of the investment be also
deductible? Why couldn’t CGT be considered a tax on
disposal of an investment, in a similar way to real estate
agent’s fees being deductible, and after payment then
become tax deductible? Or am I dreaming?

A

Allowable deductions can generally only be claimed
on expenses necessarily incurred in the production of
assessable income. There are a number of exclusions
in that the expenditure/income cannot be private or domestic
in nature, capital, exempt income or specifically excluded.
Therefore CGT or income tax is not an expense incurred to
produce income it comes after.
– Ken Raiss
If you have a tax question for our experts, email it to:
editor@yipmag.com.au
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TIP #15

This month…are those “free” depreciation
estimates from your developer up to
scratch?

W

hen I
first
started
in the property
industry 20
odd years ago,
the benefits
of property
depreciation
weren’t widely
known.
I used to drive from building site to building site
with the aim of educating developers about the merits of
property depreciation.
I’d offer developers a “free estimate” of the likely
depreciation to include in their sales material to
potential investors interested in purchasing one of their
units or townhouses off the plans.
We are still providing this service to developers
for free!
These days most developers make a “Marketing
Depreciation Estimate” available to an investor when the
project is first launched.
But once the project is complete – how accurate are
these reports?
Generally I would say they are very accurate. Whilst
based upon preliminary building costs…it’s rare for
building projects to come under budget.
The only time I have seen a dramatic change from
the estimate to the final report is when the Tax Law has
changed halfway through the development.
So it may be worthwhile contacting the QS who
prepared the report to check that the estimates are still
accurate, especially if construction was drawn out and
the initial estimates were prepared many years prior.

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.
www.yipmag.com.au
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