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Capital gains tax and how
It affects deceased estates

Special capital gains tax (CGT) rules
apply to the transfer of any deceased
person'’s assets.

When someone dies, the assets making

up their estate can be passed directly to

a beneficiary(ies) or to their legal personal
representative (such as their Executor).

A beneficiary is entitled to assets from

a deceased estate. They can be named as
beneficiaries in a Will or, if there is no Will,
they can be entitled to the assets as a result
of the laws of intestacy. A legal personal
representative is either the Executor of

a deceased estate (the person appointed

in the Will to wind up the estate) or, where
there is no Will, the Administrator appointed
to wind up the estate.

If the legal personal representative sells
some or all of the estate’s assets, any gains
made will potentially be subject to CGT.

If a beneficiary sells an asset they have
inherited, the normal CGT rules also apply.

When was the asset acquired? If you
acquire an asset owned by a deceased
person, the acquisition date will be taken
as the date the person died. If the person
died before 20 September 1985 (pre-CGT),
you can disregard any capital loss or gain
that is made when you sell the asset.

If the person died after 19 September
1985 (post-CGT), all assets owned by

the deceased will become subject to CGT
for the legal personal representative or
beneficiary. Assets that were acquired
pre-CGT by the deceased now have a new
acquisition date (the date the person died)
making them post-CGT.

For assets acquired post-CGT by the
deceased, there is a special rule that
ensures CGT is not triggered if, after the
person dies, the asset is transferred:

+ totheir legal personal representative or

+ toabeneficiary or
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+ from their legal personal representative
to a beneficiary.

There are exceptions to this special

rule that may apply when the beneficiary
is an overseas resident or a tax-exempt
institution.

Did the deceased own property with
another person? Two or more people
buying a property asset together can
purchase it either as tenants in common
or as joint tenants. As tenants in common,
each tenant's interest in the property

is separate and distinct from the other
tenants in common and each tenant

can generally sell or otherwise deal

with their interest in the property at

any time. However, if a property is owned
by joint tenants, each tenant owns an
undivided part of the whole property

and all joint tenants must generally all act
together and as a single owner if dealing
with third parties.

If a tenant in common dies, their interest
in the property is an asset of the

deceased estate and can therefore only

be transferred to a beneficiary or be sold
or otherwise dealt with by the estate’s
legal personal representative. If, however,
the property was bought by joint tenants
and one dies, their interest passes to the
surviving joint tenant(s) and is not an asset
of the deceased's estate.

For CGT purposes, joint tenants are treated
as if they are tenants in common owning
equal shares in the asset. If a joint tenant
dies, their interest in the asset is taken to
have passed to the surviving joint tenant(s)
in equal shares on the date of death.

To obtain advice on how CGT could affect
your estate, please contact your Bridges

financial planner.
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