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Can we put $600,000 into super if we've
been renting out the home?

Home ownerscanmakeuse ofthe downsizerprovisionevenifthepropertywasrentedoutfor
years - provided they satisfy these rules.

Debra ClevelandContributor
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Q: Can we make a downsizer contribution if we've owned our home
for 12 years but rented it out for the last five years, and we're still
not living in it at the moment? Julie

A: A common misconception among home owners is that they can't
make use of the downsizer rules if they've rented out their home, says
Amanda Ragkousis, senior financial adviser at Viridian Advisory.

“In many cases, that assumption is wrong,” she says. “Downsizer
contributions are one of the most generous superannuation rules
available, but they're also widely misunderstood. The biggest myth is
that you must be living in the property at the time you sell.”
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A common misconception is that the downsizer perk can't be used if the home has been rented
out. Michaela Pollock

The downsizer rules are viewed as generous for two reasons, says Colin
Lewis, head of strategic advice at Fitzpatricks Advice Partners,

If you are 55 or over, you can contribute up to $300,000 ($600,000 for a
couple) no matter how high your super balance and with no upper age
limit.

“This type of contribution is treated differently to other after-tax
contributions in that it can be made regardless of how old you are (for
example, 80) or how much you have in super. There’s no total super
balance test that applies like with non-concessional contributions,”
adds Lewis.

“So a downsizer contribution can be made where you're otherwise
ineligible to contribute due to age or having too much in super.”

Ragkousis explains how the rules work.

“It's about ownership, not where your mail goes,” she says “To be

eligible, you or your spouse must have owned the property for at least 10
years before sale. This is an ownership test and not a test of whether
you've been sleeping there every night.” Because Julie has owned the
property for 12 years, Lewis says this ticks the 10-year ownership rule.

But it does need a history as your home. “The property must qualify, at
least in part, for the main residence capital gains tax exemption,
meaning you must have lived in it at some stage,” Ragkousis adds. “A
property that has always been an investment won't make the cut.”

“In part” applies to Julie's situation, adds Lewis, where it hasn't been the
principal place of residence for the entire time it's owned - “like in your
case where you've rented out the property for five of the 12 years you've
owned it".
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Finally, you do not need to be living there when you sell. “This surprises
many people,” Ragkousis says. “A former home that's been rented out
for years can still be eligible, provided it has main-residence history and
meets the ownership rule.”

So it is critical that the property you've sold must have been your main
residence at some stage, says Lewis - “but it doesn’t need to have been
your home when you sold it, nor does it need to have been your home
for 10 years".

He cautions, though, that there is one critical timing issue in terms of
making the contribution - it must be made within 90 days of change of
legal ownership (property settlement).

Timing is where people often make mistakes, says Ragkousis. “Miss the
deadline and there's usually no second chance.”

Each member of a couple may be eligible to make a downsizer
contribution even if only one is on title, Lewis adds, but the spouse
not on title must still meet the requirements, including having lived
in the prop erty.

Remember, too, that a downsizer contribution may be made where
you've sold your home to buy a bigger one. “This applies if in fact
you buy another property at all - you could be renting, or moving
into an investment property, or holiday home, or even into aged
care,” says Lewis.

The lowering of age eligibility to 55 is another advantage, says
Ragkousis. “This change has brought downsizer strategies into play for
people who aren't retiring yet but are restructuring later-life finances.”

The dollar limits are hard to ignore, she adds, with the ability for a
couple to get an extra $600,000 into tax-advantaged super.

“The bottom line is you don't have to be living in the property when you
sell, but it must have been your home at some point, and the clock starts
ticking fast once settlement occurs,” says Ragkousis. “With downsizer
contributions, the rules are generous, but assumptions can be costly.”

Got a money-related problem? Please email mswise@afr.com. We
will get experts to answer your question and keep your name and
details anonymous.

This article is for general information purposes only and is not intended to
be financial product advice. You should always obtain your own
independent advice before making any financial decisions.



