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3 MONEY SAVERS

Renovate Wisely

When it comes to renovating, the result
can significantly increase the value of your
property if done well, but bear in mind
renovations can also cost the most if not
planned and completed carefully.
Disruption Any renovation is a disruption, so
before your bathroom and kitchen are ‘out of
order’ have a Plan B for alternate locations to
cook and shower.
Timing Whether getting in a professional
builder to run the whole project or managing it
yourself, be very clear on the timeline between
facilities being out of order and back in working
condition. That’s when Plan B comes into place.
Coordinate Kitchens and bathrooms are
the rooms that require the most specialist
expertise. Coordinating everyone to do their

job at the right time in the right sequence
is crucial to ensuring a half-finished room
doesn’t languish for days, and even weeks.
You will need plumbers, electricians, builders,
cabinetmakers, painter, floor layers, to name
a few. With many tradespeople so busy these
days, if one is unable to complete their job
as per the schedule, be ready to suddenly
reschedule the others in the sequence.
Contingency Before your kitchen is out of
order, ensure you will have a supply of water,
with a microwave and kettle as your mainstays.
Consider preparing and freezing a selection
of meals in advance to simply defrost and
microwave. Bathrooms are a little harder to
cope with if they’re not working, so really think
that through before pulling the place apart.

1. There is a huge cost difference between
flooring types. Make sure you understand not
just the per metre cost, but installation costs
which vary depending on type. The beauty of
bathrooms is that you may even be able to
find an off-cut at a huge price reduction. But
be careful not to cut any corners as flooring
takes a lot of wear and you want it to last,
particularly in wet areas where children can
create tidal waves at bath time.
2. If you still like your kitchen layout, consider
just replacing the bench top, modernising
the taps and changing the cupboard/drawer
handles when painting or refinishing your
doors, drawers and fronts.
3. While planning your bathroom and kitchen
changes, think carefully about implications
for plumbing. Using the same plumbing
layout for taps and wastes can save a lot
of money as your plumber will only be
installing new fittings into existing pipes,
rather than pulling up walls, floors, ceilings,
pathways and lawns to lay completely new
plumbing systems.

Are you getting the most from
your investment property?
Why not check with a free, no obligation
property management appraisal?
For all the details and more, visit www.harcourtscomplete.com.au

Harcourts is the fastest growing real estate group in Australia and New Zealand’s largest real estate group, with more than 780 offices across eight countries along with more than 5,200 sales
consultants and a growing property management team. Please visit www.harcourts.com.au for more information.

What do the proposed changes to
depreciation mean for you?
Recently the federal government announced
some proposed changes relating to plant and
equipment deductions. Since then we’ve had
time to review how this could affect residential
property investors.
Although we are not expecting the legislation
to be finalised anytime soon, we have been
talking with government with the aim of
developing fair policy which covers all the
necessary factors.
Many investors who have contacted us have
asked how they will be affected. The proposed
changes won’t have any effect on properties
that are already owned. It will only affect
owners who have exchanged contracts on an
investment property after the 9th of May 2017.
Below are the key points to answer the
questions investors have relating to the
proposed changes. Because the legislation is
yet to be finalised, it is important to note that
further changes may still take place.

WHAT CHANGES HAVE BEEN
PROPOSED?

• Subsequent owners (those who purchase a
second hand property) who exchange contracts
after the 9th of May 2017 will not be able
to claim depreciation on existing plant and
equipment assets
• Although there is nothing specific mentioned
about new properties, we expect that investors
will be able to depreciate new plant and
equipment assets within a new property as
they have been previously. This will continue
as normal
• Any additional assets added to a property can
be depreciated as normal.
• Investors will still be eligible to claim qualifying

capital works deductions, which are the
deductions available on the structure of the
building. This includes any additional capital
works carried out by themselves or a previous
owner. The Capital works deduction is available
on properties that commenced construction
after the 16th of September 1987
• The budget notes advise that existing
investments will be grandfathered. This means
that any investor who exchanged contracts
prior to the 9th of May 2017 can still claim plant
and equipment depreciation per normal

WHAT IS PLANT AND EQUIPMENT?

• These are the easily removable or mechanical
assets found within an investment property
• Some examples include air conditioners, hot
water systems, smoke alarms, garbage bins,
blinds and curtains
• The Australian Taxation Office provides
individual effective lives for plant and
equipment which can be used to calculate the
rate of depreciation over time

WHEN WILL THE CHANGES TAKE
PLACE?

• The proposed new legislation will be in force
from the 1st of July 2017
• Who will be affected by this change?
• Property investors who exchanged contracts to
purchase a second hand residential property
after 7:30pm on the 9th of May although the
new rules won’t be applicable until after July
1 2017

HOW WILL THESE INVESTORS BE
AFFECTED?

• These investors will only be able to claim plant
and equipment depreciation on the assets they
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purchase and add to the property themselves
• Investors who purchase a second hand property
should still contact a specialist Quantity
Surveyor to discuss the deductions they can
claim for qualifying capital works deductions

WHO WON’T BE AFFECTED BY THESE
PROPOSED CHANGES?

• Owners of brand new residential properties
who exchanged contracts both before and after
the 9th of May
• Residential property investors who exchanged
contracts prior to the 9th of May 2017
• Commercial property owners and their tenants
can continue to use the existing rules. It is our
understanding that the changes relate only to
residential investment properties
• Home owners are unaffected as only income
producing properties will be impacted.
However, those who decide to turn their
primary place of residence into an investment
property are only affected if their property was
purchased after the 9th of May 2017. If a home
owner purchased their property prior to the 9th
of May 2017 and they decide later to rent it out,
owners can use the pre-existing depreciation
legislation

DEPRECIATION SCENARIO – BEFORE
AND AFTER 9TH OF MAY

The following tables show the deductions an
investor would receive for both a three year old
and a ten year old residential property purchased
for $600,000. They examine the deductions an
investor who exchanged contracts prior to the
9th of May could claim compared with the likely
depreciation deductions they could claim if
they exchanged contracts after the 9th of May
under the proposed new legislation.

Ten year old residential property, purchase price $600,000

Depreciation and capital
works deductions for
property purchased prior to
9th May 2017

Capital works deductions for
property purchased after 9th
May 2017

Depreciation and capital
works deductions for
property purchased prior to
9th May 2017

Capital works deductions for
property purchased after 9th
May 2017

1st full year

$12,716

1st full year

$7,155

1st full year

$9,857

1st full year

$6,125

5 year total

$56,114

5 year total

$35,775

5 year total

$45,750

5 year total

$30,625

The depreciation deductions in this scenario have been calculated using
the diminishing value method.

The depreciation deductions in this scenario have been calculated using
the diminishing value method.

Claiming depreciation on your investment property can significantly
improve your cash flow and reduce your taxable income.
Visit bmtqs.com.au or call us on 1300 728 726 to find out more.

vestment property can significantly
ce your taxable income.

While every effort has been made to ensure that the information in the publication is accurate we recommend that before relying on this information you seek independent specialist advice.

