Settlement Adjustments:
What’s it all about?
Adjustments refers to the ‘splitting’ of the costs of certain land charges
on a property, such as rates, land tax, water charges and body corporate
levies. The process ensures that neither the Buyer nor Seller are paying
for these charges when they did not own the property.
How do we know what the charges are?
Prior to settlement, the Buyer‘s representative will obtain various searches for land
charges including:

Why do we make
adjustments?
Rates, land tax, water charges and
body corporate levies are land
charges that remain with the property
being transferred. Adjustments are
made at settlement to ensure that the
Buyer and Seller are both paying their
share of these charges.
This means that the parties are each
fairly paying the land charges that
apply to the time that they owned
the property, regardless of when the
account is changed or the transfer
is registered on the title.
In the same way, rent that a property
earns for its owner is adjusted so
that the Buyer and the Seller each
earn their share of the rent when
the property passes.

If you like this,
we like you.
We believe in sharing knowledge,
experience and ambitions so that
together we can build something bigger
than ourselves and better than what
came before.
Sound good? Let’s chat.
morrislegalgroup.com.au
hello@morrislegalgroup.com.au
1300 047 227

settlement adjustments

•

Certificate of Rates, Land Tax & Other Charges, from the ACT Revenue Office or the
relevant council;

•

Request for Charges from Icon Water or local water provider;

•

Special Water Meter Reading from Icon Water or local water provider; and

•

an update on payment of any body corporate levies (if the property is a unit in a units plan).

These are provided to the Seller’s representative to allow them to prepare a settlement
statement.

How does it work?
The cost for each kind of charge is calculated for the period in which settlement will take
place, and that cost shared proportionally between the Buyer and Seller so that:
•

if the Seller has paid land charges for a time when the Buyer will own the property, then
the Buyer will reimburse the Seller their share, by adding it to the purchase price; and

•

if the Buyer needs to pay land charges for a time when the Seller owned the property,
then the Seller will pay their proportional amount by taking it off the purchase price.

Usually, the parties agree to work on the basis that all outstanding bills are paid in full
on settlement. This means that most adjustments are by the Buyer in favour of the Seller,
and any payments that are outstanding are paid by the Seller on settlement by drawing
a cheque to the council or utility provider.

Land tax
Land tax is usually not levied on owner occupiers and so land tax is generally not be
adjusted when a Buyer intends to live in the property. However, in the ACT, if the Seller
is liable for land tax a Buyer be able to request the Seller’s assistance to have the ACT
Revenue Office recognise that the Buyer is not liable for land tax, and reduce its costs.
The rules are complex and may be changed by the Contract. Ask us if you’re not sure.

What about gas, electricity and internet?
Gas, electricity, internet and other services are ‘personal’ utilities, and new owners will need to
arrange connection for these services individually. Adjustments are not made on settlement.

Does anything else get adjusted?
If the property is tenanted, rent will be adjusted proportionally much in the same way
as land charges are adjusted, so that the Buyer and Seller earn income on the property
during the time they owned it.
The Seller will reimburse the Buyer for the cost of discharging any mortgage on title,
which needs to be removed for the Buyer to register their name on the title.
An adjustment will also be made by the Buyer to the Seller for the Section 119 Certificate,
and Building, Pest & Compliance Inspection Report, if one or both of these documents were
required in the Contract.
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