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Executive Summary

Australia is moving into a new era of property tax and entity structuring, with three major
reforms converging inside an 18-month window: the replacement of the 50% CGT discount with
an indexation system from 1 July 2027, the removal of negative gearing on existing residential
properties from 12 May 2026, and a proposed overhaul of trust taxation that introduces a flat
30% tax at the trust level. Layered on top is the removal of SMSF borrowing for residential
property, while commercial property LRBA borrowing remains intact.

Property Scorecard's research view, drawn from a panel discussion between a finance broker, an
accountant and a buyer's agent, is that these changes collectively make company structures
the default recommendation for most property investors going forward — not because of a
single silver-bullet tax advantage, but because companies offer a fixed, calculable tax rate (25-
30%) in an environment where trust and personal-name outcomes have become genuinely
unpredictable at the point of purchase.

This briefing sets out the mechanics of each reform, the structuring implications, and a full "Buy
- Hold - Commercial - Exit" case study modelled on a self-employed couple, closing with
practical guidance for applying this to client portfolios.

DEFAULT STRUCTURE — COMPANY / SPV FOR MOST NEW PURCHASES
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HOLD — EXISTING TRUST STRUCTURES (AWAIT FINAL LEGISLATION)

AVOID — NEW BUCKET-COMPANY-VIA-TRUST DISTRIBUTIONS

Visual Overview

The mind map below summarises the four reform threads and how they connect to structuring
choice, asset selection and portfolio staging discussed throughout this briefing.
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1. Capital Gains Tax: Indexation Replaces the 50%
Discount

From 1 July 2027, the flat 50% CGT discount is removed entirely and replaced with an
indexation method — a system last used decades ago and abandoned for being too
administratively complex. Under indexation, the property's cost base is adjusted annually for
inflation, so tax applies only to the "real" gain that exceeds inflation, rather than the full nominal
capital growth.



¢ Mandatory valuations: every existing property owner must obtain a valuation as of 1 July
2027 — this becomes the new indexed baseline.

¢ Annual recalculation: because inflation differs year to year, the adjusted cost base must be
recalculated annually — accountants describe this as "very complicated."

¢ 30% minimum tax: a floor of 30% applies to capital gains realised by individuals.

¢ Cost base interaction with negative gearing: expenses that can no longer be claimed as
annual losses (once negative gearing is restricted) may instead be added to the cost base —
and are then themselves subject to annual inflation adjustment, compounding the complexity.

Practical flow-on effects flagged in the panel discussion: valuer capacity constraints as every
investor requires a valuation simultaneously; rising accounting, valuation and loan application
fees; and a structural conflict between owners wanting high valuations for lending purposes and
low valuations to minimise the future indexed tax base.

The 30% minimum personal CGT tax — a floor, not a rate

The 30% minimum tax is best understood as a deliberate floor under personal capital gains
liabilities, ending the era where high-growth assets could be sold with minimal tax impact via the
old 50% discount. It does not exist in isolation — it is the third leg of the same 2027 reform,
alongside the discount removal and the reintroduction of indexation, and it is designed to work
together with those two changes rather than as a standalone rate.

The panel's central caution is that a "30% minimum" sounds like a simple, calculable number —
but reaching that figure requires running the full indexation calculation first, which is where the
genuine complexity sits:

¢ Annual recalculation is compounding, not one-off: because inflation differs every year,
the adjusted cost base must be recalculated annually across the full holding period — not just
once at sale.

¢ Cost base adjustments stack on themselves: expenses that can no longer be claimed as
annual losses (once negative gearing is restricted) may instead be added to the cost base —
and those added amounts are then also subject to further annual inflation adjustment, which
accountants describe as a "process work" nightmare rather than a simple calculation.

¢ Valuation disparity risk: the mandatory 2027 valuations are expected to produce genuinely
conflicting numbers, as owners balance wanting a high valuation for lending purposes against
a low valuation to minimise the future indexed CGT base.

The strategic response — moving to companies: because the final personal CGT "answer"
is unknowable until the asset is actually sold, the panel's consistent advice is that investors are
moving away from personal-name and trust-based holdings toward company structures. A
company's fixed 25-30% tax rate happens to align closely with the new 30% personal minimum
— but without the indexation administrative burden. This is the practical reason cited for
investors being able to do tax calculations "in their head" on a company structure, versus relying
on complex historical purchase data and annual inflation adjustments in a personal name.

The mandatory 2027 valuations — establishing the new baseline

The mandatory valuations required on 1 July 2027 serve as the critical baseline for the transition
from the 50% CGT discount to the new indexation system. For any property already owned
before the 2027 deadline, a valuation is required to fix the value at the exact moment the rules
change — from that date, capital gains are no longer halved via a discount; instead, the value
established by this valuation is indexed annually for inflation, and only the "real" gain — growth
exceeding the inflation rate — is taxed from that date forward.

e Strategic valuation disparity: owners face a direct conflict of interest — a high valuation
increases equity and borrowing power for lending purposes, while a low valuation protects
more of the property's historical pre-2027 growth from the new indexed tax base. The panel



expects "huge disparities" in reported numbers as owners try to balance these competing
goals.

e Market bottlenecks: because every property owner in the country requires a valuation
simultaneously, there are genuine concerns about whether enough qualified valuers exist to
handle the surge in requests around the 2027 deadline.

¢ Higher professional fees: expect valuation, accounting and loan-application fees to rise as
the increased manual data entry and process work required to manage indexed calculations
flows through the industry.

¢ Interaction with negative gearing: the valuation is only the starting point — annual losses
that can no longer be claimed once negative gearing is restricted may instead be added to the
property's cost base, and accountants must then layer those additions plus annual inflation
adjustments on top of the 2027 baseline figure, making the final calculation genuinely data-
heavy year on year.

Because of this administrative burden and the uncertainty over what the final indexed tax
"answer" will be, the panel's repeated recommendation is that investors move toward company
structures — which bypass the need for individual indexation calculations entirely and provide a
fixed, known tax rate regardless of how the valuation and inflation figures land.

2. Negative Gearing Removed for Existing Properties

Effective 12 May 2026, negative gearing is removed for existing residential property. New
residential builds retain access to negative gearing — a deliberate policy lever intended to
redirect investor demand toward new housing supply rather than competing with first-home
buyers for established stock.

¢ Property developer trap: investors who buy land and build are treated as property
developers unless the asset is held for 5+ years — triggering GST liability, full income tax on
profit, and loss of the CGT discount.

¢ House-and-land packages are the common workaround, but the panel flags documented
settlement and construction risk in this segment over the past five years.

¢ Cash-flow reframe: for high-income earners, the removal of negative gearing on existing
stock changes the relative appeal of new builds purely on a cash-flow basis, independent of
the underlying asset quality debate.

3. Trust Taxation Overhaul (NOT YET LEGISLATED)

Under proposed changes still in consultation, trusts will be taxed at a flat 30% on all income
generated, before distribution — a fundamental change from the current system where the
trust itself pays no tax and the receiving beneficiary is taxed instead.

The bucket company "double tax" trap

The most consequential change for structuring is what happens when trust profits are distributed
to a corporate beneficiary ("bucket company"). The trust pays 30%, and — critically — the
receiving company gets no credit at all for tax already paid by the trust. The company then
pays its own 25-30% on top, producing an effective rate of roughly 60% on the same income.

Individual beneficiaries: credit, but no refund

Individual beneficiaries still receive a credit for the trust's 30% tax, and pay only the difference if
their marginal rate is higher (e.g. a 47% taxpayer pays the remaining 17%). But if a beneficiary's
personal rate is below 30% — the classic "distribute to grandma and grandpa" income-splitting



strategy — there is no refund for the gap. The panel is explicit that this is intentional: "the
government's view is that trusts shouldn't have been used for that purpose in the first place."

Fixed unit trusts: an exemption with limited upside

Fixed unit trusts are exempt from the new 30% trust tax because beneficial ownership is known
and fixed. However, unit trust income is still taxed at the unit holder's personal marginal rate (up
to 47%) — so the structure offers no rate advantage over a company. The panel's assessment is
that unit trusts remain genuinely useful only for short-term joint ventures where separate
parties want to pay their own tax and cleanly part ways once a project concludes.

4. SMSF Borrowing: Residential Blocked,
Commercial Retained

Blocked — SMSFs can no longer borrow to purchase

Residential LRBA borrowing residential property

Commercial LRBA borrowing Retained — SMSFs can still borrow for commercial property
SMSF accumulation-phase tax 15% on income and capital gains
SMSF pension-phase tax 0%

Curbing SMSF residential demand seen as contributing to

SRR LR first-home-buyer affordability pressure

The panel's critique is that a blanket ban is a blunt instrument — an alternative floated was
restricting SMSF residential LRBA borrowing to new builds only, mirroring the negative gearing
carve-out logic and adding to housing supply rather than cutting off the vehicle entirely. That
said, commercial property in super remains, in the panel's words, "a perfect asset" for retirement
structuring given the 15%/0% tax jurisdiction and typically positive gearing from day one.

A Active deadline: this reform reinforces the 10 August 2026 SMSF residential LRBA cutoff already
tracked across current client files. Any client considering an SMSF residential purchase needs finance
and structure locked in before this date — not just the contract signed.

5. Why Companies Are Now the Default
Recommendation

Across the panel discussion, the recurring theme is certainty. With CGT indexation making the
eventual tax bill unknowable at time of purchase, and trust distributions now carrying a 60%
double-tax trap or a no-refund trap depending on the beneficiary's marginal rate, a fixed 25-30%
company tax rate becomes the only genuinely predictable outcome in the current environment.

Fixed 25-30% vs an indexed CGT outcome uncalculable

Rate certainty until sale

Avoids the 60% trap No double taxation layer between trust and bucket
company
-to- i 0, -
Efficient profit movement Company to company transfers avoid the 47% top-up tax
that applies moving funds through a personal name or trust
Banks treat the company as a standalone entity —

Lending treatment "separation of responsibility" supports serviceability as the
portfolio grows

Corporate tax rates have trended down over 20 years;



Policy direction trusts are the active target of loophole-closing

Funding the company-held asset

Two mechanisms were discussed for moving trading business profits into a new investment
structure:

¢ Holding company model (preferred): a holding company receives profits from the trading
business and lends to a new investment SPV — creating separation of liability between the
trading entity and the investment asset.

¢ Direct trading company loan (higher risk): the trading company lends directly to the
investment vehicle — flagged as exposed if the trading company faces creditor action, since
funds lent to the investment entity may be pursued.

Division 7A considerations: where a company loan funds a deposit, D7A rates run 8-10%
versus ~6% standard bank finance. The panel's guidance is to use D7A only for growth assets
with a 2-3 year refinance plan — the loan is repaid via external refinance once sufficient growth
has occurred. Critically, D7A loans must eventually be repaid, typically via dividends — which
can still trigger the 47% personal rate. The mechanism delays tax, it does not eliminate it.

6. Case Study — Raj & Priya (Self-Employed,
Company: "Clickbait")

Starting position: $1M home / $400K debt (80% LVR headroom), $400K usable equity, $100K
savings held aside, $300K super, company net profit $200K.

$1.2M established-suburb residential (tight vacancy, <1%
Yr 1-2 where possible), bought via company/SPV — low-risk capital
base while servicing headroom is strong

Second residential purchase as income and rent growth
Yra restore servicing capacity — still in growth phase, servicing
is not yet the binding constraint

Switch to commercial (~$1.8-2.4M industrial/mixed retail)
once servicing — not equity — becomes the constraint,

Wi o= since property growth typically outpaces income growth
over time
Yr 10 Business sale decision point — multiple branching exit paths

Build, build, build: establishing the low-risk capital base first

Before diversifying into higher-yield commercial assets, the panel's consistent guidance is to
establish a low-risk residential capital base first — prioritising capital growth and equity
accumulation early in the journey, on the basis that residential is more predictable and far easier
to "untangle" if something goes wrong than a vacant commercial holding.

e Target low vacancy rates: established suburbs with vacancy rates below 2% — ideally
under 1% — to secure consistent rental income and reliable capital growth.

e Avoid "dud” commercial exposure early: the primary reason to start with residential is
that a vacant commercial property can sit empty for years and cost an investor $50,000-
$60,000 a year in holding costs — a risk best avoided before the capital base is established.

¢ Avoid greenfield and new-build premiums: house-and-land packages and new high-rise
apartments carry a premium price that can evaporate shortly after purchase — much like a
new car — and are frequently located in areas with high vacancy and unfinished
infrastructure.

¢ Selection criteria for the base: established houses, or older low-density apartments (e.g.



red-brick blocks) with a genuine land component, in suburbs with historical growth data,
established schools and no competing new land supply — all of which support higher
confidence in long-term capital growth.

Reaching the pivot point

The purpose of the low-risk base is to reach a pivot point where accumulated equity funds the
move into commercial property. In the case study's illustrative modelling, a $2.2M residential
base growing at 10% generates roughly $440K in usable equity — the "fuel" for a commercial
purchase. This reflects the broader yield-versus-growth logic running through the case study:
residential builds the capital base through growth, while commercial is introduced once the
portfolio needs the higher rental yields (typically 5-6%+ net) required to generate meaningful
passive income — something residential alone often struggles to deliver even after a decade of
holding.

Residential vs commercial — the risk hierarchy

The panel explicitly corrects a common myth: commercial property does not carry inherently
lower capital growth than residential — pricing embeds equivalent growth expectations. The "flat
growth" reputation comes from specific underperforming sub-segments (structurally declining
office markets, single-industry mining towns), not commercial as a category.

¢ Industrial (lowest risk): tenant type is largely fungible — mechanic, wholesaler, distributor,
fabricator all suit the same shed — typical vacancy 1-3 months.

¢ Retail (higher yield, higher risk): 6-6.5%+ net yield but vacancy periods of 6-12 months;
single vs multi-tenant risk cuts both ways.

e Office: highly location-dependent — CBD-adjacent vs outer-suburban materially changes the
risk profile.

Year 10 exit modelling (illustrative)

Business sale ($800K profit x 3x multiple = $2.4M), 30% minimum CGT = $700K tax —»
approximately $1.5-1.6M net proceeds. The panel flags small business CGT concessions —
potentially rolling up to $500K per person into superannuation — as a significant lever to reduce
or eliminate CGT on the business sale while simultaneously funding debt paydown on an SMSF-
held commercial asset.

Panel quote worth retaining for client conversations: "You can't do this on a $100K income. The whole
reason they're doing it is because they've got $400K [business incomel]... this is why you take on the
stress — so you can get there in 10 years."

Applying This to Your Portfolio

This briefing sets out the mechanics — the right structure for any individual client still depends
on serviceability, cash-flow buffer, current structure (personal name vs trust vs SMSF), and time
horizon. Property Scorecard's general positioning:

¢ Cash-flow constrained investors: higher-yield commercial or established-residential entry
points are likely a better fit than negatively-geared new-build residential, which most investors
are not appropriately buffered to carry.

e Sophisticated / structure-based investors: carried-forward losses against future capital
gains remain available regardless of the negative gearing changes, supporting a higher-
conviction position in lower-yield, higher-growth assets for this cohort.

¢ All clients: the trust taxation changes are not yet legislated — treat as directional risk in
client conversations, not settled law, and revisit positioning once the legislation passes.



Important Information

This document has been prepared by Property Scorecard for general informational purposes only and
does not constitute personal financial, taxation, legal or investment advice. It does not take into account
the objectives, financial situation or needs of any individual reader. The trust taxation changes discussed
in this briefing are proposed and not yet legislated, and remain subject to change. Property and tax
settings are inherently uncertain and forward-looking statements represent Property Scorecard's
research view at the time of publication and may not eventuate as described.

Readers should seek independent, personalised advice from a licensed financial adviser, mortgage
broker, and qualified accountant before making any investment or structuring decision, including
decisions relating to capital gains tax, negative gearing, trust distributions, or SMSF borrowing, all of
which remain subject to change by government at any time.
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About PROPERTY SCORECARD

This guide was prepared by PROPERTY SCORECARD. Here is what we do, and the one rule
the whole business is built around.

THE ONE LINE

We make our money from the report, not the transaction. We are paid the
same whether the verdict on a property is proceed or avoid, and that
indifference to the outcome is the entire product.

What we do

PROPERTY SCORECARD exists to take the conflict of interest out of property due diligence. We are
independent of any sales channel. No agent, developer, or commission sits behind our verdict, so
we have nothing to protect except being right. We turn scattered, hard-to-reach data into a single
defensible call on a specific property: whether the price is supported, whether the fundamentals
stack up, and what risks a buyer cannot easily see for themselves.

The three voices in a purchase

When someone buys a property they hear three voices, and it is worth being honest about whose
side each one is on.

The selling agent acts for the vendor. The legal duty, the commission, and the next listing all point
the same way: a sale, at the top of what the buyer will pay. The information the agent holds is
usually genuine, but it reaches the buyer selectively. What helps the sale gets told. What does not
gets left out, and silence is not a lie, so the buyer never learns what was withheld.

The buyer's own research is the most compromised voice of all. By the time most people are
researching a property, they have already decided they want it. The research stops being a test and
becomes a search for permission. Supporting data gets noticed; contradicting data gets explained
away.

PROPERTY SCORECARD is the only voice in the room with no stake in whether the buyer proceeds.
We have never seen the kitchen, so we cannot fall for the property. We can test the case instead of
defending it.

What you are actually buying

Put plainly, you are paying for someone to try to talk you out of it: rigorously, with evidence, and
with no reason to flinch. Every other voice has a reason to keep the deal alive. We are built to find
the reason a purchase should not proceed and to state that reason even when it is unwelcome. If
the property survives the test, you proceed with earned confidence rather than borrowed
enthusiasm. If it does not, you have avoided the most expensive mistake in the process.

The second thing you get is calibration. We are the repeat player on your side. We have read the
comparable sales the agent did not volunteer, we know what a normal vendor discount looks like in
that market, and we apply the same institutional method to a single purchase that you will make
only a few times in your life.



How the call is made

A verdict is only worth trusting if the method behind it is sound. Five disciplines hold ours together.

« Evidence is graded, not pooled. A verified sale outranks an unverified one, and an
automated estimate is only ever a cross-check, never the anchor.

« Verdicts are capped, not averaged. A weak reading on any one measure caps the result. A
fail is never blended up into a pass on the strength of a good growth story.

» One report, one verdict. The same conclusion runs from the front page to the last, word for
word.

« Bias is surfaced, not buried. We ask what the data is hiding, and we keep the inconvenient
evidence in the report rather than quietly dropping it.

» Every claim is sourced, every inference flagged. Where something is inferred rather than
verified, we label it and state how to confirm it.

And we never fabricate or estimate silently. A polished but invented figure is worse than no figure,
because it buys false confidence. Where there is a gap, we flag it rather than fill it.

The cost of getting it wrong

A full report is a small fraction of one per cent of a typical purchase price. A calibration error,
overpaying by a couple of per cent because agent pressure could not be weighed or because
optimism filled a data gap, runs to many multiples of that. Property is a low-frequency, high-
consequence, hard-to-reverse decision. That is exactly the kind of decision where an indifferent
second opinion is most worth having, and exactly the kind people most often make on emotion and
pressure.

Where we stop

We are deliberate about our lane, because staying in it is what keeps us independent. We render a
verdict on the property and the numbers. We do not give financial, tax, legal, or credit advice, and
we do not carry your full financial picture. Serviceability, ownership structure, tax position, and
portfolio fit sit with you and your licensed advisers. We sharpen the call. We do not replace your
judgment or your professionals, and we will never imply that we do.

Research first. Then invest.

Before you commit to a property, get an independent PROPERTY SCORECARD report: a read on the
price, the fundamentals, and the risks of a specific property, from the one voice with no stake in
whether you buy.




