Boosting Affordable Housing for Australians through
Incentivising Investment

The Government has introduced a tax incentive to boost
investment in affordable housing. As of 1 January 2018, the
Government will provide an additional 10 per cent CGT
discount to eligible individuals investing in qualifying
affordable housing. Qualifying investors in affordable housing
will be eligible for a capital gains tax discount of up to 60 per
cent.

How is affordable housing defined?

To be affordable housing an investment property must be an
eligible dwelling that is managed for rent through a
registered community housing provider (CHP) for a minimum
period of three years.

A CHP is an entity that is registered to provide community
housing services either under a state or territory (or

Commonwealth) law or is registered administratively by a
state or territory (or Commonwealth) government entity.

What is an eligible dwelling?

Eligible dwellings include residential premises but not
commercial residential premises. The measure does not
apply to caravans, mobile homes and houseboats, as they are
not residential premises. To see the full list of requirements
for property eligibility and more information, please refer to
the ATO CGT discount for affordable housing webpage .

What will my CHP be responsible for?

CHPs will determine which tenants are eligible and the rent
charged, consistent with applicable state and territory
housing policies and respective registration requirements.
CHPs will be able to subcontract out any or all of the ordinary
property management responsibilities.

As part of the reporting obligations, the CHP will send owners
an annual affordable housing certificate which, dependent on
their property meeting all qualifying conditions, may enable
them to qualify for the affordable housing CGT discount
when selling their property in the future.

Does my property need to be new?

No, the additional CGT discount will apply to qualifying
investments in both new and existing affordable housing.
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Why do properties need to be managed by a CHP?

CHPs already play a central role in the delivery and
management of affordable housing. Using CHPs helps ensure
that the additional capital gains tax discount is received for
investment properties that are genuinely supplied as
affordable housing.

Why is there a minimum three-year holding period to
qualify?

Requiring a minimum holding period is intended to
encourage longer term investment in the supply of affordable
housing.

From what date can | access the additional 10 per cent CGT
discount?

This measure will take effect from 1 January 2018, subject to
the passage of legislation. If an investment satisfies the
eligibility conditions, the earliest date that investors will be
able to access the additional CGT discount is for a property
sold on or after 1 January 2021 (three years from 1 January
2018).

Will my National Rental Affordability Scheme (NRAS)
investment be entitled to the additional 10 per cent CGT
discount?

No. NRAS properties are only eligible to receive the additional
CGT discount when they cease being part of the NRAS
scheme.

How can Horizon Housing Realty Help?

Horizon Housing Realty’s parent entity, Community Housing
Limited (CHL), is a registered community housing provider
(CHP). A management agreement would be established with
CHL who will contract out the property management
responsibilities to HHR.

HHR has extensive experience in the management of
affordable housing, with established policies and procedures
and transparent processes for comparative market analysis,
rent setting in accordance with the classification of affordable
housing and tenant selection.

After receiving a rental valuation, rents will be set at 80% of
the market rent.

If you would like further information on the affordable
housing CGT discount, please contact us on
enquiries@horizonhrl.com.au

This material has been prepared for factual informational purposes only and is not intended to provide, and should not be relied
on for, financial, tax, legal or accounting advice. This material does not constitute the application or interpretation of any laws
(tax or otherwise) to your personal circumstances. You should consult your own financial, tax, legal and accounting advisors
before making any decisions. Neither HHR nor any of its dffiliates are responsible or liable for any loss, damage, increased
taxation, interest or penalties caused in any way resulting from the use of this material.
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