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As property investors, you are probably feeling a bit overwhelmed by
all the legislative changes and new compliance requirements
introduced over the past few years.

We thought you might find it useful if we listed some of the changes, both already in force and
proposed, to assist you with your planning and compliance, however, as accountants, are main focus
will be on tax.
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Smoke alarm compliance introduced in July 2016. Must be installed
o Within 3 meters of each bedroom or in every room where a person sleeps
o In each level/story of a multi-level/multi-story home
o In all rental homes, boarding houses, self-contained sleep-outs.
Insulation compliance.
o All rentals need to be insulated, to a standard, by July 2019.
Residential Tenancies Amendment Bill (No2), currently awaiting it’s third reading. It
addresses:
o Issues relating to liability of tenant for damage to rental property
o Contamination in rental property eg methamphetamine, asbestos, mould, etc
o Tenanting of property that are unlawful for residential use eg garages
Healthy Homes Guarantees Act 2017.
o Sets out minimum requirements in respect of heating, ventilation and moisture.
o Likely to be phased in over the next 3-5 years but is yet to be confirmed
Health and Safety at Work (Asbestos) Regulations 2016
o Requires an awareness of possible asbestos risks at a rental property together with
a plan to manage those risks.
Abolishment of letting fees being charged to tenants – this has resulted in most letting
agents imposing a fee for this service on the landlord.
Bright Line Test
o This was increased to 5 years (from 2 years) meaning that any profit from your
rental property will be taxed if sold within 5 years – effective on property purchased
on or after 29 March 2018
Ring Fencing of Tax Losses
o Proposal that property investors will no longer be able to offset losses from their
residential properties against their other income.
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The Government has introduced legislation proposing to ring-fence losses on residential rental
properties from the start of the 2019-2020 income year. In summary:
➢ Residential rental tax losses will not be able to be offset against other income (eg salary or
wages) to reduce the overall tax liability or to receive refunds of PAYE or other tax paid.
➢ The rules will apply to all residential land other than:
o A person’s main home
o Property that is a mixed use asset
o Land that is held as part of a land deal, development, subdivision or building
business
➢ Rental tax losses from one property will be able to be offset against rental gains from
another property, where multiple properties are owned. Any unused losses can be carries
forward to offset future rental gains or taxable gains on sale of any residential land
➢ Under the proposed
changes, special rules will
be introduced to
ensure that entities such as
trusts, companies,
partnerships and look
through companies
cannot be used to
circumvent the
ring-fencing rules.

On 29 March 2018 the Government increased the period applicable to the Bright Line Test from 2
years to 5 years. This test imposes tax on any gain received on the sale of residential property that is
bought and sold within a 5 year period, subject to some exceptions.
➢ The test applies only to residential land. This is defined as land that has a dwelling on it, land
where the owner has an arrangement to build a dwelling on it, and bare land that can have a
dwelling erected on it under the rules in the relevant operative district plan.
➢ Residential land does not include business premises or farmland.
➢ The test does not apply to a person’s main home. The main home exception can apply to a
home owned by a trust in certain circumstances and additional requirements apply to
ensure that a person cannot use trusts to apply the main home exception to more than one
property.
➢ Losses arising under the bright line test are ring fenced and can only be used to offset
taxable gains arising from other land sales. Losses are not allowed if the land is transferred
to an associated person.
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