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Introduction 

Welcome to the latest edition of Tax-Savvy Investing: The Ultimate ATO-Friendly Guide — specifically 

designed for Australian residential property investors. This February 2025 report combines the most 

up-to-date information on tax benefits, deductions, and compliance tips, with exclusive, real-

time Microburbs data on affluence, liveability, and growth trends. If you’re looking to refine your 

strategy, reduce your ATO audit risk, and harness the power of detailed property analytics, you’ve 

come to the right place. 

Why Microburbs? 

Microburbs provides cutting-edge suburb- and street-level insights with proprietary scoring systems 

like the Microburbs Affluence Score and the Microburbs Liveability Score. These metrics leverage 

a wide array of local data—ranging from demographic indicators to amenities, schools, transit 

connections, and more. Throughout this guide, you’ll see explicit references such as “this is a 

Microburbs datapoint” or “this is a Microburbs statistic,” highlighting where our findings rely on their 

unrivaled data. 

 

Section 1: Overview of Australian Property Tax 

Benefits 

1.1 Negative Gearing 

• Definition: Negative gearing occurs when the interest and other costs of owning a rental 

property exceed the rental income, resulting in a net loss. 

• Tax Benefit: This net loss can be deducted from your total assessable income, reducing your 

overall tax liability. 

• Microburbs Angle: For suburbs with high capital growth potential (e.g., those with 

a Microburbs Affluence Score above 8.0), investors often accept lower initial yields on the 

expectation of better long-term capital appreciation. 



 

 

© Microburbs Pty Ltd March 2025 

1.2 Capital Gains Tax (CGT) Discounts 

• Holding Period: If you hold a property for at least 12 months, you may be eligible for a 50% 

CGT discount upon sale. 

• Microburbs Angle: Suburbs flagged by Microburbs for strong future growth might see 

steeper capital appreciation. For instance, data from Microburbs (this is a Microburbs 

statistic) has consistently shown that high-liveability suburbs (scores above 9.0) have 

outperformed the broader market by an average of 2-3% per annum over the past five years. 

1.3 Depreciation Deductions 

• What is Depreciation? Depreciation allows you to claim the decrease in value of both the 

property (capital works) and its fixtures/fittings (plant and equipment) over time. 

• Microburbs Angle: Suburbs with newer developments often offer higher depreciation 

benefits because fixtures and fittings are more modern. Microburbs’s property age statistics 

(this is a Microburbs datapoint) can help you identify areas with newer housing stock, 

potentially amplifying depreciation schedules. 

 

Section 2: Depreciation Schedules and Allowable 

Deductions 

2.1 Breaking Down Depreciation 

1. Capital Works (Division 43): 

o Covers the structural elements of your property (e.g., walls, floors). 

o Typically claimed over 40 years at a set percentage each year. 

2. Plant and Equipment (Division 40): 

o Covers items like air conditioners, carpets, and other removable fixtures. 

o Depreciation rates vary, and a quantity surveyor can help maximize claims. 

Pro Tip: Retaining a professional quantity surveyor is essential. Look for recommendations 

via Microburbs local professional listings (this is a Microburbs product), which ranks professionals by 

area expertise. 

2.2 Additional Common Deductions 
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Deduction ATO Requirements Common Errors 

Loan Interest 
Must be directly related to property 

investment 

Mixing personal and 

investment use in offset 

accounts 

Property 

Management Fees 

Must reflect actual management costs 

paid 

Overlooking fees deducted at 

settlement 

Repairs & 

Maintenance 

Must be genuine repairs, not capital 

improvements 

Confusing improvements with 

repairs 

Council Rates & 

Strata Levies 

Must relate exclusively to investment 

property 

Claiming owner-occupied 

portion erroneously 

Insurance Premiums 

(Landlord etc.) 

Must be specific to rental property 

coverage 

Forgetting to prorate 

coverage periods 

Travel to Inspect 

Property 

Must strictly comply with ATO 

guidelines (as of the 2023 reforms, 

limited) 

Combining private trips with 

property inspection trips 

Each year, the ATO refines its data-matching capabilities, making it more critical than ever to 

maintain thorough documentation. 

 

Section 3: Common Investor Mistakes Triggering ATO 

Audits 

1. Over-Claiming Private Expenses: 

o Claiming non-investment usage, such as personal holidays in short-term rental 

properties. 

2. Failing to Declare Rental Income: 

o Particularly relevant for short-term rentals via platforms like Airbnb, where the ATO is 

partnering with booking sites to share data. 

3. Neglecting to Update Depreciation Schedules: 

o Especially if renovations or structural changes occur. 

4. Overlooked Capital Improvements: 
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o Many investors incorrectly classify capital improvements as repairs, triggering red 

flags. 

Tip: Use Microburbs’s property compliance alerts (this is a Microburbs product) to keep abreast of 

local council rules that can influence renovations or short-term accommodation regulations. 

 

Section 4: Recent News & Legislative Changes 

4.1 Federal Budget 2024-2025 

• The 2024-2025 Federal Budget introduced stricter record-keeping requirements for owners 

of multiple investment properties. 

• The ATO now receives more frequent data feeds from banks, local councils, and insurance 

providers, reinforcing the importance of accurate claims. 

4.2 Natural Disasters and Insurance Premiums 

• After the intense bushfires and floods in 2024, insurance premiums have risen sharply in 

certain regions. 

• Microburbs Natural Disaster Risk Index (this is a Microburbs datapoint) now factors in 

recent events to alert investors of higher-risk areas. Ensuring adequate insurance and 

verifying the correct premium deductions are crucial to avoid underinsuring and to maximize 

possible tax offsets. 

4.3 Changes in Rental Regulations 

• Several state governments introduced tighter controls around rent increases and minimum 

property standards in late 2024. 

• Use Microburbs suburb-level legislative updates (this is a Microburbs product) to see how 

these changes affect your holdings in different states. 

 

Section 5: Effective Tax Minimisation – Examples & 

Best Practices 
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Below is a simple illustration showing how combining negative gearing with strategic property 

upgrades can effectively reduce tax payable and potentially bolster long-term returns: 

Scenario Income Deductions 
Taxable 

Amount 
Outcome 

Without 

Upgrades 

$30,000 

Rental 

Income 

$20,000 (Interest + Rates 

+ Repairs + 

Depreciation) 

$10,000 
Standard negative 

gearing benefits. 

With 

Targeted 

Upgrades 

$32,000 

Rental 

Income 

$22,000 (Interest + Rates 

+ Repairs + Increased 

Depreciation) 

$10,000 

Upgrades increase rent 

while higher 

depreciation offsets it. 

Key Insight: Smart renovations and refurbishments not only lift rental yield but can also enhance 

your depreciation claims—an essential strategy if done carefully and documented properly. 

 

Section 6: Spotlight on High-Performing Areas 

(Microburbs Data) 

Using the most up-to-date (February 2025) Microburbs data, here are a few suburbs that have 

shown strong capital growth and rental yield in the past 12 months: 

Suburb State 
Microburbs 

Affluence Score 

Microburbs 

Liveability Score 

12-Month 

Median 

Growth 

Average 

Gross Rental 

Yield 

Toorak VIC 
9.2 (Microburbs 

datapoint) 

9.0 (Microburbs 

datapoint) 
+11.5% 2.8% 

Paddington NSW 
9.1 (Microburbs 

datapoint) 

9.3 (Microburbs 

datapoint) 
+10.2% 2.9% 

Bulimba QLD 
8.8 (Microburbs 

datapoint) 

8.6 (Microburbs 

datapoint) 
+8.9% 3.5% 

Northbridge WA 
8.4 (Microburbs 

datapoint) 

8.7 (Microburbs 

datapoint) 
+9.3% 3.8% 
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Suburb State 
Microburbs 

Affluence Score 

Microburbs 

Liveability Score 

12-Month 

Median 

Growth 

Average 

Gross Rental 

Yield 

Norwood SA 
8.6 (Microburbs 

datapoint) 

9.0 (Microburbs 

datapoint) 
+9.7% 3.2% 

These figures reflect Microburbs’s proprietary scoring and the most current market data. Note that 

high affluence typically correlates with stronger capital growth, while local amenities, schools, and 

transport networks (factors within the Microburbs Liveability Score) can support both capital gains 

and rental demand. 

 

Section 7: Harnessing Microburbs Products for Your 

Investment Strategy 

1. Suburb Deep-Dive Reports: 

o Access advanced property analytics, including affluence and liveability scores, recent 

sales history, and demographic trends. 

o Ideal for selecting areas with the best balance of capital growth and rental yield 

potential. 

2. Custom Property Forecasting: 

o Leverages real-time local economic indicators, infrastructure developments, and 

changing demographic data. 

o Personalized forecasts can help you choose renovation projects that offer the highest 

ROI. 

3. Professional Referrals: 

o Connect with quantity surveyors, property managers, and accountants specialized in 

your target suburbs. 

o Streamline your process for obtaining accurate depreciation schedules and ensuring 

compliance with the latest regulations. 

4. Legislative & Compliance Alerts: 

o Stay up to date on new council regulations, upcoming government policies, and 

other local changes that can affect your investment. 

 

Conclusion 
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Navigating the Australian property market requires a keen understanding of both tax obligations and 

local area dynamics. From negative gearing and capital gains tax discounts to detailed depreciation 

strategies, there are significant financial advantages available—provided you maintain compliance 

with ATO guidelines. 

With Microburbs as your single source of truth, you’ll have the most accurate suburb-level data to 

guide high-level decisions about where to buy, how to upgrade, and how to maximize tax benefits. 

As of February 2025, the property landscape is as dynamic as ever—staying informed on legislative 

changes, natural disaster risks, and local market fluctuations will keep you one step ahead. 

Remember: The key to success is consistent research, 

accurate record-keeping, and leveraging tools 

like Microburbs for the latest data on affluence, 

liveability, and emerging market trends. Here’s to your 

profitable (and ATO-friendly) property investment 

journey! 

Disclaimer: The information provided in this document is for informational purposes only and does 

not constitute financial advice. Please consult a qualified financial advisor before making any 

investment decisions. All content is provided "as is" without any express or implied warranty. 

 
 

 


