
 

 

 

 

Austria March 2012 

Fiscal Stability Package 2012: Planned Tax 
Law Amendments in Real Estate Taxation  

On 17 February 2012 the Austrian Federal Government presented a draft bill of the 
long expected consolidation package 2012 – 2016. The stability package shall 
raise 26.5 billion Euros for the budget over the next 5 years, of which 7.5 billion 
Euros should be gained from tax revenues.  

An essential part of the additional planned revenues should be procured by 
changes in taxation of real estate. These changes shall raise revenues of more 
than 3 billion Euros and will include amendments in input VAT deductions related 
to real estate properties as well as the abolition of the speculation period for 
income tax purposes.  

The review period for the new legislation ended on 27 February 2012, the result of 
the parliamentary vote is expected in March 2012.  

 
New taxation of capital gains 
from real estate transfer 

So far capital gains from selling privately 
owned real estate were only taxable if the 
property was sold within 10 years of 
acquisition (speculation period). Gains 
within this speculation period were taxed at 
the personal effective income tax rate (up to 
50%). Real estate sales after the speculation 
period have been tax free. 

From 1 April 2012 the speculation period 
shall be abolished and an extended taxation 
on real estate sales will be introduced. 

The new tax on revenues from selling real 
estate will consist of the following key 
points:  

 Sale of “new real estate assets” 
(acquisition as of 31 March 2002) 

Gains from the sale of properties, which 
were acquired from 31 March 2002 
onwards, are taxed at 25%, starting from 
1 April 2012. The percentage is calculated 
from the profit (sales price less 
acquisition costs). 

 Sale of “old real estate assets” 
(acquisition before 31 March 2002) 
with rededication  
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“Old” properties which were rededicated 
from land sites to building sites after 31 
December 1987 will be taxed at 15% of 
the sales price. The seller can however 
opt to tax the gain as per the “new” assets 
tax regime. 

 Sale of “old real estate assets” 
(acquisition before 31 March 2002) 
without rededication 

“Old” properties without rededication or 
those rededicated before 1 January 1988 
will be taxed at 3.5% of the sales price. 
The seller can again opt to tax the gain as 
arising from a sale of “new” assets. 

 In certain cases, where a special extended 
speculation period of 15 years applies, 
acquisitions between 31 March 1997 and 
31 March 2002 are also treated as “new 
assets”. 

After a 10 year holding period the capital 
gain can be reduced by an inflation 
deduction of 2% a year with a maximum 
deduction limited to 50%. This deduction is 
only possible if the tax regime for “new” 
assets is applied, thus if the full 25% real 
estate revenue tax is applicable. 

Real estate sales are still tax free if  

a. the building was used as principal 
residence, 

b. the building was self-constructed or  

c. if the building is sold due to regulatory 
or official interventions (e.g. 
expropriation). 

The real estate revenue tax is conceived as a 
withholding tax. Attorneys and notaries 
transacting the sale should report, withhold 
and transfer the tax to the tax authorities. 
Alternatively the seller can opt for his 
personal regular effective income tax rate. 
With the exception of tax relief for expenses 
incurred in relation to the withholding 
process, no deduction for sales-related 
expenses is allowed, regardless of which rate 
the gain is taxed at.  

A loss from a real estate property sale cannot 
– under the current draft bill – be used to 
reduce tax on other income. Furthermore, 

losses cannot be carried forward for future 
use by private property owners. 

The amount of real estate revenue tax thus 
depends on the time of acquisition of the 
property. For tax purposes where a property 
is gifted or inherited, the time of acquisition 
is determined by the date of acquisition of 
the property by the donor/deceased.  

The exemption for principal residence 
properties is granted if the seller used the 
property as a principal residence for at least 
2 years since the acquisition, or for 5 years 
within the last 10 years before the sale.  

Business properties 

From 1 April 2012 the new tax regime of 
25% withholding tax is also valid for the sale 
of business properties owned by individuals. 

Profits from the sale of land will now be 
always subject to taxation, as certain 
exemptions from tax for land as an asset 
within a business are abolished. However, 
the above stated regulations for private 
ownership of real estate can be applied to 
these land assets within a business (e.g. 
reduced tax burden or benefit of inflation 
deduction). Expenses related to the sale are 
also no longer deductible with the exception 
of expenses for the withholding process. 

Commercial trading and commercial 
development of properties will still be 
subject to the regular progressive income tax 
rate. The same applies for reversals of 
former write-downs to fair values. 

Our View 

From 1 April 2012, real estate sales from 
private assets and also real estate sales from 
business assets of individuals become 
taxable, independent of the holding period. 
Some exceptions still apply – likewise for 
principal residences.  

The new 25% tax on real estate revenues has 
the character of a withholding tax, 
comparable to the withholding tax on capital 
income or gains. 

Grandfathering rules were not introduced; 
current “old” real estate assets might only be 
subject to certain reduced tax charges.  
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Property owners will now need to record 
acquisition costs to determine the sales 
profit at the time of the sale. 

For tax optimization purposes, current 
planned sales of “old” properties should take 
place before 1 April 2012. This would save 
3.5% to 15% of tax costs on the sale price.  

“New” properties – acquired on 30 March 
2002 or later – should not be sold before 1 
April 2012. At that point, the new 
withholding tax of 25% is applicable and the 
sale is no longer subject to the usually higher 
personal progressive tax rate (up to 50%). 

The new tax also hits domestic and foreign 
partnerships of individuals holding Austrian 
real estate. Those partnerships are 
transparent for tax purposes and the sale of 
the real estate property is attributed to the 
partners.  

It is necessary to review all investment 
models to quantify what effect the new 
legislation might have on a projected sale. 
The abolition of the speculation period is 
likely to result in lower returns on 
investment. 

Value Added Tax – Restriction 
on input VAT deductibility 

As of 1 April 2012 landlords are only entitled 
to an input VAT deduction if their tenants 
render supplies services which enable the 
tenants to claim input VAT deduction.  

This amendment especially affects all public 
bodies, banks and insurance companies 
which outsourced the construction of their 
business buildings. By outsourcing the 
construction and re-letting a building to 
bodies/companies listed above, input VAT 
on the construction costs was deductible. 
Although input VAT on current rents was 
lost for the companies, such structures 
usually resulted in an overall input VAT 
benefit. 

Our View 

The new rules shall apply for lease contracts 
concluded after 31 March 2012 or for self-
constructed buildings if the construction 
starts after 31 March 2012. Therefore, lease 
contracts should be concluded before 1 April 

2012 if the new legislation is applicable to 
landlords.  

Extension of VAT adjustment 
period for buildings to 
20 years 

Under current VAT legislation, a change of 
the use of a building within a 10 year period 
after the construction or acquisition triggers 
an input VAT recapture mechanism under 
certain circumstances. The regulation is 
mainly applicable in cases where the 
landlord changes from VATable leases to 
lease contracts without VAT, or sells the 
property without VAT. This option is 
possible under Austrian VAT law. 

Under new legislation the adjustment period 
within which a recapture mechanism is 
triggered, is extended to 20 years. 

Our View 

The longer adjustment period affects all new 
lease contracts from 1 April 2012 onwards, 
as well as the first-time use of a newly 
erected building after 31 March 2012. 
Therefore, where possible, lease contracts 
should be concluded before 1 April 2012.  
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For more information, please contact your 
local PwC real estate tax service provider 
or one of the contacts below. 

Global  Nationally 

Uwe Stoschek  
Global Real Estate Tax Leader  
+49 30 2636-5286  
uwe.stoschek@de.pwc.com 

Europe, Middle East 
and Africa  

David Roach  

Real Estate Tax Leader - EMEA 
+352 49 48 48 3057        
david.roach@lu.pwc.com 

Central Eastern 
Europe 

Glen Lonie  

Real Estate Tax Leader - CEE 
+420 251 152 619  
glen.lonie@cz.pwc.com 
 

Americas 

Paul Ryan  

US Real Estate Tax Leader  
+1 646-471-8419  
paul.ryan@us.pwc.com 

AsiaPacific 

KK So  
Real Estate Tax Leader - AsiaPac 
+852 2289 3789 
kwok.kay.so@hk.pwc.com 

 
 

Austria 

Margit Frank 
+43 1 50188 3200 
margit.frank@at.pwc.com 

Erik Malle 
+43 1 50188 3734 
erik.malle@at.pwc.com 
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