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Potential Tax Deductions to
Elevate Your Wealth as a
Property Investor

As your licensed mortgage adviser, Elevate Wealth focuses on helping you
structure the right lending to achieve your property goals. We work closely
with tax professionals to ensure your finance structure is as efficient as

possible.

[ Important Disclaimer: This information summarises common tax
deduction opportunities for property investors in New Zealand, but it
is not tax advice. You must always consult with a qualified accountant
or tax professional to confirm your eligibility and receive advice
tailored to your personal financial situation. Tax law is complex, and
getting it wrong can be costly.
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Understanding Your Tax Deduction Opportunities

Property investment in New Zealand offers several legitimate tax deduction opportunities that can significantly improve your cash flow
and overall returns. These deductions are often overlooked by investors, resulting in thousands of dollars in unnecessary tax payments
each year.

The key to maximising these deductions lies in three critical
factors: proper structure, meticulous record-keeping, and
professional guidance. Each deduction we'll explore has specific
requirements and eligibility criteria that must be met to satisfy

Inland Revenue Department (IRD) standards.

[ Important Note: Ring-Fencing Rule for Residential
Property Losses

For residential property, losses are generally ring-fenced,
meaning you cannot offset losses from a rental property
against other income (like salary or wages). These losses
must be carried forward to offset future rental income
from the same property or portfolio. This rule
significantly impacts cash flow planning and is crucial for
all Kiwi property investors to understand.

Information in this guide is based on New Zealand tax law and is correct as of 6 November 2025.
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Choosing the Right Ownership Structure: The
Foundation of Tax Planning

Selecting the correct legal structure for your property investments is a foundational decision that impacts your tax obligations, financial
flexibility, and personal liability. It determines how your profits are taxed, how losses can be used, and the level of protection for your
personal assets.

Tax Treatment Asset Protection Flexibility & Cost
How profits are taxed and if losses can How well your personal assets are The complexity, initial setup, and
offset your personal income. shielded from property-related risks. ongoing compliance expenses.

Key Ownership Structures for NZ Property Investors
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Personal Name / Joint Look-Through Company (LTC) Family Trust

Ownershlp Offers asset protection for residential Ideal for asset protection and estate
Simplest and most affordable. Best for property portfolios. Profits and losses planning, especially for investors with
new investors or those with one flow through to your personal tax significant assets. Losses are "trapped"
property and lower personal risk. return, which can be beneficial if you within the Trust until future profits are
Income is taxed at your personal rate, anticipate initial losses (outside ring- made. Has higher setup and ongoing
but there's no asset protection (your fencing rules). Involves moderate setup compliance costs.

personal assets are at risk). and ongoing compliance costs.

Standard Company Partnership

Primarily suited for commercial property or development A straightforward option for co-investing with others. Profits
projects. It offers a flat tax rate on profits but "traps" losses, and losses are passed to individual partners' tax returns.
meaning they cannot offset personal income. Involves However, it lacks strong liability protection, meaning partners
moderate setup and compliance costs. are personally liable for debts. Minimal setup and low

compliance costs.

Important Tax Considerations

* Loss Utilisation: Ring-Fencing. Be aware of the residential property loss ring-fencing rules: Losses from residential rentals cannot be
used to reduce your personal income, regardless of the ownership structure (Trust, Company, etc.). This restriction impacts cash flow,
although losses from commercial property investments can still typically be used to offset personal income.

e Capital Gains & Bright-Line Test: If you sell a property within a certain timeframe, any gains might be taxed. Your ownership
structure can affect how these taxes are applied.

e Getting it Right from the Start: Changing your ownership structure later can be costly, potentially triggering unexpected taxes or
significant legal and accounting fees.

(' Non-Advice Warning: Consult a Professional!

Choosing the correct ownership structure is a critical and complex financial decision. You must consult a qualified Accountant
and an experienced Lawyer before acquiring any investment property to determine the optimal structure tailored to your
goals and risk tolerance.
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il Chattels Depreciation: The Non-Cash Deduction

While the residential building structure in New Zealand is generally not depreciable for tax purposes (0% depreciation rate), a significant

tax-saving opportunity exists with 'chattels. These are items within the property expected to decline in value, and unlike the building

itself, they are fully depreciable, creating a powerful tax advantage. Let's explore some common depreciable chattel categories:

Floor Coverings Kitchen Appliances
Carpets, vinyl, and other Ovens, dishwashers,
flooring materials that are rangehoods, and other cooking

landlord-owned and removable equipment provided by the
from the property structure. landlord.

Climate Control

Heat pumps, ventilation
systems, and hot water
cylinders that maintain comfort
and functionality.

Window Treatments

Blinds, curtains, and other
window coverings that are part
of the landlord's fixtures.
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Core Property Operating Expenses

Understanding the day-to-day running costs of your investment property is crucial for accurate tax planning. Many routine expenses are

fully deductible, provided your property is rented or available for rent.

Council Rates and Water
Rates

Utility Costs

Body Corporate Fees

Any power, gas, or internet costs General annual levies for
All council rates, including general provided to a tenant or incurred during administration and maintenance (such
rates, regional levies, and water rates (if periods of vacancy are deductible. as building insurance or painting
paid by the landlord), are fully Accurate record-keeping is vital for funds) are usually deductible. However,
deductible for the period your property these claims. special levies for substantial capital

is rented or available for rent.

Bz@l

Healthy Homes & Compliance

Expenses incurred to meet Healthy Homes Standards and

other regulatory compliance are direct deductions, ensuring

tenant wellbeing and legal adherence.

Healthy Homes assessments (initial and ongoing).

Installation and maintenance of smoke alarms, fire
extinguishers, and safety equipment.

Ongoing maintenance to meet standards (e.g., insulation,
ventilation servicing).

Meth testing costs (pre-tenancy and post-tenancy).

Other compliance-related expenses.

improvements are generally not
considered deductible.
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Insurance Premiums

Deductible insurance can significantly protect your

investment. This includes:

Building and Contents Insurance (for landlord-owned
items).

Landlord Insurance (protecting against loss of rent or
tenant damage).

Public Liability Insurance.
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Repairs vs. Improvements

The distinction between a deductible Repair and a non-deductible Capital Improvement is one of the most common areas of IRD
scrutiny. Understanding this difference is critical for accurate tax planning.

Fully Deductible: Repairs Non-Deductible: Capital Improvements
An improvement enhances the property beyond its original

NS L ST 1y ol T it bl e state, adds a new asset, or substantially changes its cha.racter.

condition without significantly enhancing its value or B R adeC i LR Property's base SesiiCHEIS R

. . Line Test calculations.

extending its useful life.

R Iy o e Adding an extra room or deck

S T e e e oo e e e AT A e Ta e K= e [Installing a new heat pump where none existed

e Fixing a leaking roof e Replacing a simple carpet with premium flooring

[J Watch Out: Renovation after Purchase

If a property is purchased in a run-down condition and you immediately renovate it to make it suitable for renting, those initial
costs are generally considered part of the non-deductible capital cost of acquisition.
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Low-Value Assets (Immediate
Deduction)

For New Zealand property investors, a valuable tax rule allows for the
immediate expensing of certain low-cost assets. If an asset costs $1,000 or less
(GST exclusive, if you are GST registered), you can generally claim its full cost as

a deduction in the year of purchase.

This significantly simplifies accounting and provides an immediate tax benefit,
eliminating the need to depreciate the asset over several years. It's particularly
useful for smaller household items or tools used for property management.

D Remember to keep meticulous records of all purchases, including
receipts and invoices, to support your claims during tax time.
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The Power of Non-Cash Deductions

Why Chattels Depreciation Matters The tax saving from this deduction

Depreciation is a non-cash expense. You receive a tax deduction that reduces often outweighs the initial cost of

your taxable income without having to pay cash for that expense in the current the valuation within the first year.
year. Since the purchase price of an existing property is generally inclusive of
these chattels, you can effectively claim a deduction on items you've already
paid for.

This creates an immediate improvement to your cash flow position. The tax
saving reduces the actual cost of ownership, making your investment more
profitable from day one.

Actionable Step: The Chattels Valuation

We often recommend a professional Chattels Valuation when purchasing an
investment property. This specialist report identifies and values every chattel
item in the property, allowing your accountant to establish the value and start
claiming depreciation immediately.
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o> Home Office Expenses: Claiming Your Admin
Time

If you use a portion of your home to manage your rental properties—even if it's just for bookkeeping, corresponding with your property
manager, or responding to tenant emails—you can claim a deduction for a proportion of your household running costs.

Eligible Expenses

You can claim a reasonable
percentage of:

e Rates and insurance on your home
e Electricity and internet costs

e Mortgage interest (or rent) on your
primary residence

Calculating the Deduction

Your accountant will generally
calculate this based on the floor area
of your home that is dedicated to your
property business activities.

Example: If your home is 200m? and
you use a 20m? space as an office
(10%), you can claim 10% of the eligible
running costs.

Reasonableness is Key

For a passive investor with a small
portfolio, a percentage like 10% is
generally considered reasonable by
the IRD. Your accountant will ensure
your claim is appropriate for your level

of activity.
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iti Strategic Debt Restructuring

This is where your mortgage adviser plays a crucial role. While interest deductibility is fully restored from 1 April 2025 for residential

investment properties, ensuring the debt is correctly linked to the rental property remains paramount.

{n}

Identify the Opportunity

A prime opportunity for restructuring arises when you move
from a current home (with low or no debt) to a new home, and
you decide to keep your old home as a rental.

$

Achieve the Outcome

You aim to shift as much of your total lending as possible to be
secured against (and for the purpose of) the income-earning
rental.

S

Set the Goal

Maximise the tax-deductible debt on the investment property
and minimise the non-deductible debt on your own home.

5

Realise the Benefits

A larger portion of the interest you pay each year becomes fully
deductible, leading to significant annual tax savings.
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The Strategy for Debt-Free Equity

Maximising Your Deductions

When you have substantial equity in your current home, strategic debt
restructuring can unlock significant tax advantages. By carefully timing
your property transitions and working with experienced professionals,
you can ensure that the maximum amount of your total debt is tax-
deductible.

This approach requires careful planning and must be structured
correctly from the outset. Attempting to restructure debt retrospectively

is often impossible or comes with significant costs and complications.

[0 Important Note: Any tax restructuring (e.g., transferring a property into a Look Through Company/LTC) must be done for a
commercial reason (such as asset protection) and will likely reset the Bright-Line Test period (currently two years). We work with

your lawyer and accountant to manage the finance aspects of these transactions.
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& Travel Deductions: Mileage and More

While a passive investor won't be claiming large vehicle expenses, you can still claim deductions for trips taken solely for the purpose of

mManaging or maintaining your rental property. Every business kilometre adds up over the course of a tax year.

Mileage Rate Claims Accommodation & Meals Record Keeping is Crucial
Claim a deduction based on the Reasonable costs for staying overnight You must be diligent. Keep a log of your
kilometres travelled for business and meals if the trip requires you to be travel, recording the date, distance, and
purposes, such as conducting property away from home, such as travelling to the purpose of each trip (e.g., "Annual
inspections, meeting tradespeople, or an out-of-town rental property for inspection of 123 Rental St"). Without
attending investment meetings. Use mMaintenance or inspection purposes. proof, the IRD will disallow the claim,
the IRD's prescribed mileage rate for and you risk penalties.

accurate calculations.
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https://www.ird.govt.nz/income-tax/income-tax-for-businesses-and-organisations/types-of-business-expenses/claiming-vehicle-expenses/kilometre-rates-2024-2025

BB Professional and Administration Fees

The costs paid to professional advisors and for the necessary administration of your property business are generally deductible in the

year they are incurred. These expenses are investments in the proper management and compliance of your property portfolio.

e A

Accountant Fees Property Manager Fees Chattels Valuation Fees

Fees for managing your property accounts, Management and letting fees paid to The cost of professional chattels valuations
preparing tax returns, and providing professional property managers who that enable you to claim depreciation
strategic tax planning advice throughout handle tenancy matters, maintenance deductions on qualifying items within your
the year. coordination, and rent collection. investment properties.

=)
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Legal Fees Finance Costs

Solicitor fees for property-related legal Loan application fees, valuation fees for

work, such as debt restructuring. An financing or refinancing, and other costs

automatic deduction is generally available directly related to arranging or maintaining

for up to $10,000 in total legal fees in an property lending. Note that borrowing

income year. This includes fees for costs (like loan establishment fees) over

purchasing a property. Fees specifically $100 often cannot be claimed entirely in

related to tenancy matters (e.g., evicting a one year; they must generally be spread

tenant, recovering unpaid rent) are fully and deducted over a five-year period or the

deductible. However, fees for selling a life of the loan, whichever is shorter. Always

property are generally not deductible, consult your accountant for the correct

unless you are in the business of providing timing.
residential rental accommodation.

The Elevate Wealth View

Working with professional advisors is an investment, not just a cost. The long-term savings, compliance, and strategic guidance you
receive from a good accountant will typically far outweigh their annual fees.
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Ready to Optimise Your
Portfolio?

Don't leave thousands of dollars in deductions on the table. Use
the link below to schedule a time to discuss how we can help
structure your lending for optimal tax efficiency and wealth

creation.

Book Your FREE Consultation

What to Expect: We will review your current lending structure to
identify immediate opportunities for tax-deductible debt

maximisation and strategic restructuring.
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https://elevatewealth.co.nz/contact#96eeb94d-8493-49e6-8187-a0eb34e95014

