
According to the ATO, in the 2019-20 financial year, over 1.8m taxpayers owned rental properties

and claimed $38bn in deductions. While it concedes that most taxpayers do the right thing and

are able to justify their claims, it notes that over 70% of the 2019-20 returns selected for review of

rental information has had adjustments made. 

The most common mistakes that rental property owners and holiday homeowners make is not

declaring all their income and capital gains from selling the property, the ATO notes. 

This shortfall will be tackled with information obtained from data-matching programs, but also

with sophisticated data analytics which will single out tax returns with unusually high rental

deductions. 
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Own a rental property? The ATO has made changes that apply to you. 

T A X  T I M E  2 0 2 1 :  R E N T A L  P R O P E R T Y  P I T F A L L S  

Rental property owners beware, this tax time, the ATO will be expanding the rental income data

collected directly from third-party sources including sharing economy platforms, rental bond

authorities, and property managers. This was a part of a new and extended data-matching

program which aims to gather detailed information about the property and owners for the 2018-

19 to 2022-23 financial years. 



So, how do the changes apply to rental property claims?

Taxpayers should be careful when claiming deductions for capital works. While the cost of repairs

for wear and tear to the property are immediately deductible if you’re replacing or fixing existing

item (eg broken toilet or showerhead etc), the cost of upgrading the property or areas of the

property (ie a kitchen or bathroom renovation) would be considered to be capital works and any

deduction would be spread over a number of years.

Another area of concern this tax time includes claims for interest charges on personal loans. For

example, if you take out a loan to buy a rental property and rent it out at market rates, the interest

on the loan is deductible. However, if you redraw money from that mortgage for personal use (ie

to buy a car, pay off the mortgage of the house you’re living in etc), then you cannot claim interest

on that part of the loan. 

For short-term stay property owners that have been affected by COVID-19 and travel restrictions,

the ATO notes that if your plans to rent out the property in 2020-21 were the same as previous

years, you will be able to claim the same proportion of expenses. Although taxpayers can only do

this if the property was not used privately. For example, if you, your family members, or friends

have stayed at the property for free or at a reduced rate, you will not be able to claim some or all

of the expenses relating to that period. 

Rental property owners that have provided rental concessions in the form of either reduced or

deferred rent to their tenants due to COVID-19 impacts will only need to declare the rent that has

been received. Normal expenses can still be claimed on the property as long as the reduced rent

was determined at arms’ length and in line with current market conditions.

How are COVID-19 rental concessions affected? 
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If you have any queries, please feel free to contact us.

CONTACT

DLK Advisory

Level 10, 99 Queen Street, Melbourne VIC 3000

Ben Melin

ben.melin@dlkadvisory.com.au

David Lilja

david.lilja@dlkadvisory.com.au

Adam Mallabone

adam.mallabone@dlkadvisory.com.au

www.dlkadvisory.com.au

T: +61 3 9923 1222


