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Government’s New Changes for the Interest Limitation on
RESIDENTIAL RENTAL PROPERTIES

NEW INTEREST LIMITATION RULES

» For properties acquired before 27 March 2021, generally investors’ ability to deduct interest
will be phased out between 1 October 2021 and 31 March 2025.

Phasing out Date interest incurred Percentage of the interest that can be claimed
1 April 2021 to 30 September 2021 100%
1 October 2021 to 31 March 2022 75%
1 April 2022 to 31 March 2023 75%
1 April 2023 to 31 March 2024 50%
1 April 2024 to 31 March 2025 25%
1 April 2025 onwards 0%

> Properties acquired on or after the 27" March 2021

No Interest deduction will be allowed from the 1%t October 2021

Exemption for New Builds and Property Developers
100% interest deduction is allowed

What is a new build?

A new build will generally be defined as a self-contained residence that receives a CCC
confirming the residence was added to the land on or after 27 March 2020. It will also
include a self-contained residence acquired off the plans that will receive its CCC on or after
27 March 2020 confirming it has been added to the land.

Expiry of Interest exemption for new builds

The exemption will expire 20 years after a new build receives its CCC or when the new build
ceases to be on the land (for example, it is demolished or removed), whichever is earlier

The bright-line property rule means that if you sell a residential property you have owned for less than a
specified period, you may have to pay income tax on any gain. The bright-line period that applies
depends on when the property was acquired:

When the property was acquired the bright-line period that applies

On or after 27 March 2021 is 10 years Plus a New Build is only 5 years

Between 29 March 2018 and 26 March 2021 inclusive 5 years

Between 1 October 2015 and 28 March 2018 inclusive 2 years
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