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What are the relevant
Australian taxes for the
property sector?

Are there restrictions

for foreign investors
who wish to acquire
Australian real estate?

What are common
Australian inbound
structures?

What are the relevant
funding issues that need
to be considered?

How are income tax
losses treated?

Can entities controlled
by a common owner
form a group for income
tax purposes?

What are the income
tax special property
deductions?

Income tax

Rate = 30%. Basis: assessable income less allowable deductions.

Withholding tax on
remittances to
non-residents

Dividends franked: 0%

Dividends unfranked: maximum rate 30% (15% under China/Australia agreement)
Interest: 10%

Royalties: 10%

Managed
Investment Trust
(MIT)

A 7.5% final withholding tax applies to distributions to foreign investors (who are residents in
a country that has effective exchange of information on taxation matters with Australia,

eg China) attributable to Australian sourced income of a MIT (eg rental income), to the extent
they do not represent dividends, interest or royalties.

Capital gains tax
(CGT)

A foreign resident will generally not be subject to CGT when selling shares or units that
it owns in an entity, provided that the entity does not own real property in Australia which
comprises 50% or more of its asset base.

Goods and services
tax (GST)

10% charge on non-export sales (but normally claimed back by business purchases).
Margin scheme may be used when selling real property as part of a business, where the
amount of GST payable is calculated to equal to one-eleventh of the excess of the sale price
(including GST) over the amount paid for the acquisition of the property, or the value of the
property provided in an approved valuation of the property as at 1 July 2000.

Stamp duty transfer
tax

Stamp duty is a State/Territory tax most relevant to the property sector on the transfer of land
and interests or on the transfer of shares in companies directly or indirectly owning land.

The basis of the tax and rate varies between States/Territories, but currently ranges between
4.95% and 6.75%.

Land tax

Land tax is an annual tax levied by a State/Territory based on the unimproved value of land
owned as at either 30 June or 31 December of each year (depending on the State/Territory).
The basis of the tax and rate varies between States/Territories, but currently ranges between
1.25% and 3.7% for companies.

Employment taxes

Payroll tax: a State/Territory tax based on salary and wage payments, with the rates currently
ranging between 4.90% and 6.85%.

Fringe benefits tax: rate 46.5% on specified non-salary/non-wage benefits provided to
employees.

Acquisitions of real estate in Australia (directly and indirectly) by foreign residents generally require prior foreign
investment approval from the Foreign Investment Review Board ( FIRB) before the purchase can proceed.

Acquisition of Australian assets is usually undertaken via a wholly-owned Australian entity, often an Australian unit
trust. Developments in Australia by a foreign company via an Australian company is also common.

A stapled structure (ie a share in a company and a unit in a unit trust or MIT traded as a single security) is commonly
used where the property is intended to be developed and held for long term investment purposes. Broadly, the
property development will be conducted by the company, whilst the trust will hold the property for the purpose of

deriving rental income.

Maximum debt funding ratio: a debt to equity funding ratio of 3:1 is generally the maximum gearing level (including
third party and related party debt) on which interest costs will be deductible. In practice, a number of factors are
relevant in determining the specific maximum allowable debt level.

Deemed dividend: a payment or a loan made by a private company to a non-company shareholder or associate,
either directly or indirectly (through one or more interposed entities), may be treated as though it is an unfranked
dividend and therefore assessable income in the hands of the recipient.

Losses can be carried forward indefinitely, subject to the entity continuing to satisfy an ongoing continuity of
ownership test or otherwise satisfying a rigid same business test.

Australian resident companies that are members of a wholly-owned Australian or foreign-owned group can elect to,
in effect, be taxed as a single entity (which facilitates automatic grouping of tax losses and the tax-free transfers of
assets between member entities etc).

Costs of depreciating assets (eg plant and equipment, fixtures and fittings) are generally deductible over the life of

the assets.

Construction costs of buildings, extensions, alterations and structural improvements are usually deductible over 40

years.

Capital expenditure incurred to terminate a lease in the course of carrying on a business is generally deductible over

5 years.

This is intended as a very general outline, and because of the complexity of Australia’s tax regimes it is essential that
specific professional advice be obtained when evaluating proposals or before committing to any actions. This outline was
prepared in December 2011 and tax law and tax practice in Australia are subject to regular change.






