Capital Gains Tax

The payment of capital gains tax on investment assets has long been part of the Australian tax regime.  But it seems that the Australian Tax Office (ATO) wants more and may be extending the tax to include the sale of the family home.

The ATO is on the warpath and is looking to property investors who have been abusing the tax system.  Property owners who sell investment properties without declaring a capital gain will be scrutinised, as will landlords who pay too little tax.  It is estimated that billions of dollars will be clawed back by the ATO this way.

The ATO is planning to audit about 23,000 suspect landlords.  With about 10 per cent already done, tax discrepancies have been found in about 85 per cent of the audits.  While genuine mistakes do occur, many instances involve deliberate attempts to avoid the payment of tax altogether.

Common problem areas include deductions for damages, interest depreciation and renovation costs, which are capital improvements and, as such, are not tax deductible.  The spectre of levelling capital gains tax on the family home was raised at the national summit on housing affordability.  Judy Yates, Associate Professor of Economics at the University of Sydney, claimed that up to $21 billion annually was lost to the Federal government coffers due to this exemption – 20 times the spend on the First Home Owners Scheme.  She suggested, however, that if the exemption was retained, a cap should be introduced to ensure that the exemption was no longer available to luxury homes.

For more information contact Peter Mullane on 0405 153 090 or email peter @gim.com.au

