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Important

This booklet is simply a collection of Newsflash articles fevant to claiming a motor vehicle. The
articles are transferred from Newsflash into this booklet s it is best read from the back page
forwards to ensure you are reading the latest article on theopic first. Note that the information
contained in this booklet is not updated regularly so it is important thatyou seek professional advice
before acting on it.

Motor Vehicle Expenses & Substantiation

This is a summary of the Motor Vehicle Substantiation Bill of 19%4eas of the bill that are not
relevant to the average taxpayer have been omitted. Accordihglyould be treated only as a basic
guide to build on when you consult your accountant. These notes do noifagpmigmpany owns the
motor vehicle, in which case the Fringe Benefits Act applies.

Exempt Vehicles:
To claim a deduction for the costs associated with the followingleshit is necessary only to keep a
“record” of expenses:

a) A taxi or a vehicle designed principally to carry a load of tkes one tonne i.e. a utility, panel
van or Hiace van with only the front seats and some dual cabs, prowatecthicle is used only
for business travel, travel to and from work and buying lunch etc. v&hele would still be
considered only used for business if the private use is minor and irregular.

b) Motor Cycles, Earthmoving equipment and Trucks designed to carry a load of more than 1 tonne

c) Motor vehicles used as trading stock or used for hire or cars you hire.

d) Motor vehicles to which fringe benefits tax applies. Note thame other substantiation
requirements in the Fringe Benefits Act that apply to these vehicles.

Note if you borrow a car (i.e. use a car that is in a friend’s nayoe are not entitled to use the
following methods of substantiation but are still required to prove gaim. Spouses can make a
declaration of joint ownership to both own a car that is regtendy in the name of one spouse. You
must own or lease the car to be able to use the following metliasing a car includes hire purchase
agreements.

Methods of Substantiation:
There are 4 methods of substantiation available:
1) The flat 12% of the cost of the motor vehicle or market valuenwbased method which is
available only to motor vehicles that travel more than 5,000 kilomé&treBusiness that year.
Note — consult your accountant if the vehicle was more expensive than the aserdygedr.

2) Claim a deduction for one third of the motor vehicle’s expenses.car@aust have travelled more
than 5,000 kilometres for business that year. You will need odometer records taerl evidence
of all expenses.

3) If the motor vehicle travels less than 5,000 kilometres for business you may choaséh® cents
per kilometre method. This method is also available for motor vetitde travel more than 5,000
kilometres for business provided you reduce the claim to 5,000 kilonwethes You are required
to keep a “detailed reasonable estimate” i.e. if you do the sameer of kilometres per week,
keep a record for one week and multiply by the number of weeksav#ltis irregular a list or
diary entry of kilometres travelled is sufficient. Detailedams you cannot pull a number out of
your head for the full year. According to TD93/177 it is the digaravelled by the taxpayer’'s
car not the taxpayer that is relevant in calculating the kilesdravelled and each owner of the
car is entitled to 5,000 kilometres. This means that if ascawned jointly and both parties are
travelling in the car together then you are still entitled &intlonly up to 5,000 kilometres
combined. On the other hand, if the car is owned jointly each osretitled to claim up to
5,000 kilometres each for business travel as an individual. For examplsband and wife may
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own 2 cars and both cars are in joint names. The husband could wseedar 6 months and
clock up 5,000 kilometres then swap with his wife and use car two foorehs to clock up
another 5,000 kilometres. The wife could do the same with the cemsed. As a result, they
would both be entitled to claim 10,000 kilometres, 5,000 kilometres for eathegaown. If you
change cars during the year, you can claim 5,000 kilometresaébr car. For the 96/97 year the
cents per kilometre are: up to 1600cc 47¢, 1601-2600cc 53.1c and over 2600cc 53.5c.

4) The log book method requires written evidence for all expenses and odoevetels to be kept
each year (refer definitions below). You may use the log bookaudet the car travels less than
5,000 kilometres for business but it is unlikely that this methodgib you the best deduction.
Log books are required to be kept at least every 5 years. ghieolak is to be kept for 12
continuous weeks (or the period you own the car if less than 12 weeks). If youdravénam one
car using the log book method a log book must be kept for each carsantieetime. The log
book should include the following:

At each entry:
a) The date the journey began and the date it ended or for each day if journey longer than a day.
b) The odometer reading at the start and end of the journey.
c) The number of kilometres the car travelled on the journey.
d) The reason for the journey, a pedantic auditor may require the destination
(MT2026 Archived).

In each log book:
a) The period the log book begins and ends.
b) The odometer readings at the start and end of the log book period.
c) The total kilometres travelled during the log book period.
d) The business kilometres.
e) The percentage of total kilometres that were business during the period.

Note — the actual percentage applied to the motor vehicle expensesecassarily that calculated in the
log book because you are also required to take into account anyr@tbeds including the odometer
readings for that year, variations in the pattern of use and changes in the ntioaveryou own.

Practical Examples of Different Methods:

Car One

Car 1 does a total of 30,000 kilometres, cost $25,000 two years ago aad3Hdse engine; the total
expenses are as follows:

Insurance and Registration $800

Fuel 3,300

Repairs 1,000

Depreciation (15% Prime) 3,750

Total Expenses 8,850

Method 22,000 Business Kilometres 8,000 Business Kilometres
12% of Cost to You $3,000 $3,000

One Third of all Expenses 2,950 2,950

Reduce Claim to 5,000km 2,810 2,810

Log Book 6,490 2,360
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If car 1 was under finance there could be another $2,000 interestsexpéith would bring the total
expenses to $10,850. If the car was leased the depreciation ardtintaimed here would be similar to
the lease payments. This would change the deduction as follows:

Method 22,000 Business Kilometres 8,000 Business Kilometres
12% of Cost to You $3,000 $3,000

One Third of All Expenses 3,617 3,617

Reduce Claim to 5,000km 2,810 2,810

Log Book 7,957 2,893

If car 1 did a total of 15,000km only, but was under finance as abovet#hi@xpenses would be reduced
by half the fuel to $9,200. Changing the deduction for 8,000 kilometres business as follows:

One Third of All Expenses 3,067
Log Book Method 4,907
Car Two

Car 2 does a total of 30,000 kilometres, cost $25,000 7 years ago an8 liae angine. Accordingly,
the car is no longer under finance and it has been fully depreciated so the exmenddee as follows:

Insurance and Registration $800
Fuel 3,300
Repairs ~1,000
5,100
Method 22,000 Business Kilometres 8,000 Business Kilometres
12% of Cost to You $3,000 $3,000
One Third of All Expenses 1,700 1,700
Reduce Claim to 5,000km 2,810 2,810
Log Book 3,740 1,360

Note that if Car 2 cost only $20,000 and travelled 8,000 kilometres for basiad®tter deduction would
be gained by reducing the claim to 5,000 kilometres.

DON'T FORGET TO TAKE YOUR SPEEDO READING EACH 30 ™ JUNE

Written evidence:

Both the log book and one third of all expenses methods require “wniidenee” of all expenses
except fuel which can be calculated based on the amount of fuelpesddlometre. Note — if you
calculate your fuel this way for the one third of all expemsethod, you are required to keep odometer
records as defined below. Written evidence must be a documenttliraupplier setting out the

following:

a) Name of the supplier d) Date of incurring the expense
b) Amount of the expense e) Date of document

C) Description of goods or services

Note - if the document does not show the date the expense wagdhgu can use a bank statement to
support the claim. You may write the description of the goodsreices on the document yourself. If
the Commissioner considers it unreasonable to expect you to haten\esitdence (i.e. bridge tolls), you
can just keep a record regardless of the size of the expHrbe. expenses are for $10 or less you may
just keep a record of these expenses providing the total does not exceed $200.

Odometer Records:
Each year a record must be made for each car under the log book and one third of exgtosks
containing the following:
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a) The car’'s odometer readings at the start and end of the period.

b) Any nomination regarding a replacement car. If this is the case, Itend&sdshould be kept for
both cars.

C) The car's make, model and registration number.

d) The cubic capacity of the engine.

Changing Cars:

If you change cars during the year and the car would have donehaonrg 000 kilometres for business
if it had been used for a full 12 months, you may use the method®date more than 5,000 kilometres
business use. Careful, you may find you would be better off clgirtia kilometre rate of 5,000
kilometres for each car. If you own a car for only part ofyear and choose to use the 12% of cost
method, you must pro rata the 12% over the period of ownership. If yausiagethe log book method
and the new car will be doing the same travelling as the oldggounominate to use the old log book as
the log book for the new car, subject to the 5-year limit. Nogteu-must record the closing odometer
reading on the old car and the opening odometer reading on the new.

When to Begin a New Log Book:

Log books must be renewed for a continuous 12 week period at least every 5 years.
Odometer records are required every year. You must keep a log ok iftcome year if, during that
year, you get one or more additional cars for which you want tcheded book method for that year. If
the business percentage increases you should keep another log book to support a bigger deduction.

Application:

The above applies to the 94/95 and following financial years. Theygxpas the option of applying
the old rules to the 94/95 financial year if he or she wishekreédbrds should be retained for at least 5
years.

When a Claim Can be Made for a Motor Venhicle Expense

Wage earners can claim their motor vehicle expenses when éa¢\tha substantiation requirements
and they travel as follows:

1) Bulky Equipment — Home to work travel is claimable if therao safe storage at work and as a result

you transport bulky equipment between home and work. Safe stordgknisd as similar to your own

personal locker. Therefore a container on a building site to whi@ndlsundry has a key is not safe
storage. Case S29 prescribed more than 20kg was bulky. Taxpackhgivesample of a ladder and
drum kit not because they weigh more than 20kg but because th#étHal difficulty to carry side of
bulky.

2) Abnormal workplace, this is defined in Taxpack at D1 as:

From your normal workplace to an alternative workplace — for example, a client’s

premises — while still on duty and back to your normal workplacerecttii home. From your
home to an alternative workplace for work purposes and then to your neomkglace or directly
home.

This would include being sent to another branch or shop to relievedim@wou were not employed

predominantly to relieve. This covers seminars and visits to cassomc. It also includes work related

tasks performed on the way home or to work but, note MT 2027, the task banimstgnificant such as
dropping off the mail at the post office. Though if you drop off thd orathe way home you can claim

for the distance off the track this takes you. Also refer TD 96/42 and TD 96/43.

3) Between Jobs - note this includes travel from home when home is sheob@perations or work
begins there. Home can be considered a base of employmentayemepk related duties have begun
before leaving there, providing those employment related ddidsnot begin merely for the
convenience of the taxpayer. Taxpack provides the example of a copmgexmmer contacted at
home to fix a problem over the internet. When this wasn't possibletheheproceeded to work,
hence the travel was deductible. Another example is a doctorctah& home regarding a hospital
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emergency. He gave advice as to treatment and contactedtatfifiéefore leaving for the hospital so
the trip to the hospital was deductible because he had already begun work when he left home
4) lItinerant work refer TR95/34 which is available from the ATO web site or oureoffi
For example more than one workplace each day on most days.
Note: The above can also apply to the self-employed possibly imbadditother claims. If claiming
for a car on the kilometre basis the limit is 5,000 kilometres per car, not per taxpaye

Claimable Work Related Travel

To claim up to 5,000kms per car the kilometre method can be used whschadl@equire receipts or a
log book but simply a detailed reasonable estimate. So it you toasghilar areas each month a record
of the purpose of each journey and the kilometres travelled in thedpadtiplied to cover the whole
year is a sufficient record. Also keep a record of one ipi.tr For the 2003 year you will be entitled to
50 cents per kilometre if your car has a cubic capacity of tte® lor less. Over 1.6 litres up to 2.6 litres
60 cents. Over 2.6 litres is 61 cents per kilometre.

If you do go over 5,000 kilometres a log book may be beneficial batlys better claim is available
by rotating cars if you have more than one car. For examplangpa member of a couple and use you
spouse’s car sometimes. You can claim up to 5,000kms per car under the kilometre methouisivbe
the owner of the car to claim it under the kilometre method. I€&nes only in your spouse’s name you
can make a declaration of joint ownership. If the car is in yowenpa name but you pay all the
associated costs because it is really your car you are considered dreobtine car.

You cannot claim a deduction for travel between home and your normabpiaoek unless you carry
bulky equipment. A trip from work to home carrying bulky equipment so you can do work at harite w
not be deductible because you only take them home as a matter of eaneenthat is you could finish
the job off at work but you would prefer to work at home.

TR 95/34 covers a lot of the circumstances where a car caaifpedlas a work related expense. This
ruling is available on the ATO web site.

Tax deductible work related travel fallsinto the following categories:

Itinerant - In FC of T v Wiener 78 ATC 4006; (1978) 8 ATR 335 a teacher was esljtorteach at a
minimum of four different schools each day, and comply with at sinnetable that kept her on the move
throughout each of these days. The court found that she was itiaechtiherefore able to claim her
travel costs from the moment she left home until she returned hdnmeinimum of two workplaces in
one day will class you as itinerant unless one was your noror@place. If you first go to your normal
workplace you can only claim for travel after you reach there.

Travel After You Have Started Work - If you go out from your normal workplace and then return you
can claim for that trip but not the trip to and from your home and yotmal workplace. Examples of
this sort of travel would be meetings at other offices, inspgdiranches displays etc. If you go home,
rather than back to your work, after these meetings etc you can also clafip Hume.

Abnormal Workplace — Taxpack at item D1 and MT 2027 paragraphs 32 to 35 discuss claimiafttra
an abnormal workplace. It is important to note that you musthiagé a normal workplace to have an
abnormal one. You can claim for travel from home to an abnormal woekplad back home or to
another workplace or vice versa. In FC of T v Genys (1987) 17 FCRBZ95TC 4875; (1987) 19 ATR
356 the Federal court made it clear that if you are an ggamse without a normal workplace you
cannot make this claim if you only visit one school for the day. aFarrse with a permanent position the
abnormal workplace claim would cover travelling to other hospitalsnemtings, attending courses, etc.
even if they spent the whole day there. In other words theltveas merely home to work travel but
because they have a normal workplace and this travel is to an abrnavrkplace they are entitled to
claim home to work travel. If you regularly travel to one workplace on Monday andalysesdd another
the rest of the week both these places would be considered your nwonkglace so no abnormal
workplace claim is available for either place.

Home a Based of Operations 4 case W4 a semi retired University Lecturer was allowethian for
home to work travel because he did not have an office at the Univeirsése he could prepare his
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Lectures so his home was the base where most of his work viasnp. This case is very narrowly
interpreted by the ATO.

Bulky Equipment — In case S29 it was accepted by the court that equipment wgjghtre than 20kg
was considered bulky. If there is no safe storage at work yolbeaple to claim a deduction for taking
your equipment to and from work. Relief teachers may be alilave a field day with this one. Safe
storage means somewhere you can lock up your belongings that otpkr g@mot have a key to. lItis
not sufficient that you take the equipment home for your own convenienuest be out of necessity.
Bulky equipment does not have to be heavy it can just be impossifoéssport on public transport, for
example a ladder or drum Kit.

Transporting Students, Patients etc Whenever you are transporting students in relation to your work
the trip is tax deductible including the leg between their homeyams. This is the case even if you are
transporting them to your normal place of work. TR 95/14 gives an m&aof a coach picking up
players on his way to his normal school for a Saturday footballmate is entitled to claim the whole
trip from when he leaves home to pick up the students

Work Related Tasks on the Way to or From Work - MT 2027 states that the task cannot be
insignificant such as dropping off the mail at the post office. Thafugou drop off the mail on the way
home you can claim for the distance off the track this takes ydso r&fer TD 96/42 and TD 96/43
available on the ATO web site. If you perform a significant wetlted task on the way home you can
claim the whole trip. For example stopping at another offiadgotsome work or have a meeting on the
way to work will make the whole trip deductible.

Casuals - In FC of T v Genys (1987) 17 FCR 495; 87 ATC 4875; (1987) 19 ATR 356 an agersgy
was not permitted to claim the cost of attending a different tabsgach day because it was merely home
to work travel. She only went to one hospital each day and as she hadnabworkplace she could not
claim travel to an abnormal workplace. Casuals can claim tifa@iel to and from work if they attend
more than one work site during a day without returning home.

If you have salary packaged the car you use for deductible purposes you cannotrola
deduction for these trips in your income tax return because you are not th@wvner of the vehicle.

When Can Real Estate Agents Claim Their Car Expenses

Basically the only trip a Real Estate Agent can't claimiddhe trip from home to the office if he or
she is not carrying bulky equipment. Bulky equipment would be iteatsveigh more than 20kg in total
or are too bulky and awkward to carry on the train etc. Signw/@md considering here. Further if a
Real Estate agent travels from home to an abnormal work [glacke &s a property he or she has listed for
sale) and then on to the office the whole journey from the moment he or she left hcameablel.

Once the Real Estate Agent arrives at work any furthezl tuendertaken for work purposes during the
day is tax deductible. In order to claim the trip home from tlfieepfif a property listed for sale is not
visited on the way home, the bulky equipment claim mentioned above i teghome to work travel
needs to be considered.

Note with the bulky equipment claim you must have a reason, for carrying the bulky equipment.

Double Dipping a Motor Vehicle Claim

| am a great fan of double dipping tax deductions and claiming a deddati expenses you would
have had to incur for private purposes anyway. Wage earners havef apportunities to do this when
claiming their car for work. If fully utilised they can clainome to work travel and work travel during
the day using the kilometre method to claim up to 62 cents a kilerffmetmore than 5,000kms if they use
both their's and their spouses car. Then they can arrangeeforemployer to reimburse them, tax free
for all their motor vehicle expenses anyway.
Stage 1:Keep a log book on your car determining the business to private uke w€hicle and keep
receipts for all expenses relating to the car. If you hay@oase, do this for his or her car as well and
endeavour to use the cars equally. You can claim a tax deduction farayounhen it is used for travel to
and from work if it is to an abnormal workplace, you are carrpmgy equipment or you have more than
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one workplace in the day. Once you have arrived at work you can aldieduction for your car for any
work related travel during the day.

Stage 2: This stage involves your employer parting with cash so youhraeg to “salary sacrifice” some
of your wages to cover your employer’s costs. This is to youwsrddge as you will end up receiving the
money tax free back into your pocket. Having come to thagament with your employer you submit
to him or her all your car expense documents and a declaration, sdpippiyeur log book, stating the
percentage the car is used for business purposes. If you have a dpahse for both cars. Your
employer then reimburses you tax free for the expenses and #ravisth deductible rule means your
employer does not have to pay FBT on the amount but can claim itaasdeduction. As this is the
reimbursement of actual expenses it does not appear on your grafipateras either an allowance or
reportable fringe benefit. GST provides another benefit here irytl@mtemployer can claim the GST
back on the expenses so should only reduce your salary by 10/11ths of the amount claimed.

Stage 3:The fact that your employer has reimbursed you for the deductiblierpaf all your motor
vehicle expenses does not prevent you from claiming for the motor e/ghart the kilometre basis in
your tax return as well. Accordingly, you can still clayour work related travel in the car, up to
5,000kms per car. If your car has an engine capacity of mor@®ditres this could mean a further tax
deduction of up to $3,100 per car.

Note you cannot double dip if your employer reimburses you on a kilorhess rather than for the
actual expenses you have incurred. You cannot utilise this arrangénthe vehicle you are driving is
provided by your employer including via a novated lease.

If you can’t BAN TACS at least minimise it legally. Kisses andshioghe ATO.

Doing the Double Dip

We are coming up to the silly season when people start to speragamable amounts of money just
for the sake of avoiding paying tax on it. This is all very wiefou are buying something that you would
buy anyway. But if you wouldn’t normally spend your money in thig wau are giving up the whole
dollar to, at the very most, receive 48.5 cents back from the ATO. Wmelerew tax scales you will have
to earn over $150,000 this year before you even qualify for the 48.5% if yabldaincome ends up
under $150,000 you may only get 43.5% or 31.5% back.

I much prefer doing the double dip. This is where you claim a thctien for an expense but you
are not actually out of pocket because your employer has reirdbyoador it. As these expenses are tax
deductible to you, your employer does not have to pay FBT on the reimlemtsérhis secret plan and
clever trick does not work for all expenses, only items thatckriened under arbitrary methods. For
example if you own a car, keep a log book of your business use anduasényployer to reimburse you
for the business use portion of the running expenses of the car. Youryenmghd@s not have to pay FBT
nor deduct PAYG tax from the money he or she pays you. You do not hanauei this money in your
tax return, not even as a reportable fringe benefit. So effgctiva have that portion of your car expenses
paid out of tax free dollars. Then you can use the kilometre methothim the very same business
kilometres in your personal tax return, up to 5,000kms per car. Thid gmal you a further tax deduction
of over $3,000 despite the fact that you have been reimbursed for the cost of gakemkilometres.

This trick works well with laptops and the ATO have even issuetblécpuling approving this one.
Once a year your employer is allowed to provide you with a laptaggmnaxempt fringe benefit. If you
actually purchase the laptop yourself and ask your employer tdusse you the full amount, your
employer will be entitled to claim the GST back and get ladiediuction for the price. This does not stop
you keeping a diary on the business use of the laptop and claimingidepnean it in your personal tax
return. This also works for tools of trade.

A Win for Meat Workers’ Car Expenses

The ATO challenged a claim we made for a meat worker'xqaenses to travel to and from work.
The ATO normally considers travel to and from work to be privatetuwr@a Our argument is that the trip
was deductible because the client was required to carry bulky egptiponand from work. We have just
received notification that the ATO accepts our argument. The relevant potntsatf@our client’s claim
successful were:
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1) There was no safe storage at work i.e. the employer did not provide personal loctats for
2) The client carried a set of knives, sharpening stone, mesh aprongloess, protective boots,
hardhat, knife pouch and chain. These weighed between 25 to 30 kilogramesjaineld a bag
100cm x 40cm x 40cm in which to carry them.
3) The client owned the tools and took them home each night for no other purpose than safe keeping.
4) These tools were used each day in the clients work.
Initially the ATO was of the opinion a meat worker could not posdialye tools of a bulky nature.
But occupation is completely irrelevant it is simply a question of size andgiigce
The moral of the story is to make sure you have a mesh apronéduaysre worth their weight in
tax deductions. These claims are very lucrative as you ciam @leer 60 cents per kilometre up to 5,000
kilometres per car. It really adds up over the year.

Useful Web Site for Kilometres Travelled

If you are struggling to prepare a detailed reasonable estimate obthetkds you have travelled for
work purposes because you forgot to set the trip metreywgowhereis.conwhich will give you the
distance between places via the route you elect. The web site can alsyaualakthe best route to take
and provide you with a map for anywhere you intend to travel.

This should be particularly useful for our fruit picking clients struggling ltsftheir maps of Australia
for us.

Claiming your Car to visit your Accountant

Don’t forget to claim for your travel to your tax agent as part of the costs ahggeur tax
obligations. If you are using the kilometre method you would normally be limited to 5,0@@kroar per
owner for the year to cover working related and other income producing use ofelsedaias visiting a
rental property. But travel to your tax agent doesn’t contribute to the 5,000 knmliiawit iyou can use
the kilometre rates of 70 cents a kilometre for cars over 2.6 litre, 69 cents atkéldon cars under 2.6
but over 1.6 litre and 58 cents a kilometre for cars under 1.6 litre, for unlimited kilermetegjard to
travel to see your tax agent.

Update on Which “Utes” Don’'t Need Log Books

Some Utes and Panel Vans are not subject the substantiation rules. For éxauapie your
employees drive a “ute” you own and it is used primarily to drive to and from work lagdvedrk related
journeys then you can claim the associated expenses as a tax deduction withoubHaepa log book.

This article looks into what is actually a “ute” as we commonly refer tahereTare two sections of
the Act that consider the vehicles that qualify. A “Ute” would qualify if thélee requirements of a non
car according to the act. Non cars need to be designed to carry a load of one toonee o8l doubt
that the old Hyundai mighty boy (with barely space for a brief case in the logzhctoment) would
qualify. Allis not lost a vehicle that is designed to carry a load of less thaororeedan qualify if the
principal purpose of its design is not to carry passengers. Still not sure this wouliehmiglity boy,
but it does help conventional utes and panel vans and some dual cabs.

The ATO has just recently updated MT 2024 which has a list of dual cab vehicles it scongider
qualify as utes for the purpose of this concession.

To consider whether the vehicle qualifies as not principally designed tqeasgngers all depends on
the ratio of passenger space to payload space and can be worked out by multiplyindoe#reohpeople
the vehicle is licensed to carry by 68kgs and comparing it with the paylodcllafiag the payload is
discussed below.

Now a little bit on whether a vehicle is designed to carry a load of one tonne or mopaybael
according to MT 2024 is the difference between the gross vehicle mass (GVdtedson the compliance
plate) and the weight of the vehicle with a full tank of fuel, oil and coolant togettiethei spare wheel,
jack etc and any accessories fitted. Note this may not necessariyy DaRit.
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If this is all too hard have a look at the list of vehicles in MT 2024. Warning, the rslsgehicles
that do and do not qualify so make sure you go back through the pages to the heading abthieestart
list.

In summary to qualify for the substantiation exemption that applies to a “ute’céevelist be:
1) Only used to travel for work, to and from work and travel incidental to work i.e. buy lunch. The only
exception to this is minor and irregular private travel. And
2) The vehicle must be designed to carry a load of 1 tonne or more or be designed prinataatly
passengers.

Log Book Detail

The Tax Office has warned that it is finding many log books are not cotkeptly In particular the
purpose of the journey does not provide enough detail. They claim that to correctlhshmwpose of
the journey it must explain why the journey was for business purposes, simplggtiterivord business
in the description is not enough.

This would apply to log books kept by people claiming their own car and to car fringgsbenef
calculated under the log book method.

Claiming Your Motor Vehicle

Regular readers will be familiar with our tricks on claiming your motbicles using a detailed
reasonable estimate and the kilometre method, for home to work travel cagyipment weighing more
than 18Kg, if there is no safe storage at work. The claim is limited to 5,000kms pet yau lsan swap
cars with your spouse to claim up to 10,000kms.

There are a couple of traps to avoid. Firstly you can only use the kilomdtedmata car. A ute
designed to carry a load of more than 1 tonne is not a car. Secondly make sure yourglgotow
spouse’s car. If it is only registered in your spouse’s name you need to gethémto sign a declaration
that he or she own it jointly with you.

2008 Kilometre Rates

The ATO has set the cents per kilometre rate, for the 2007/2008 financial yeauthed gntitled to
use for a motor vehicle for which you are claiming 5,000kms or less per car. Tharedbesed on the
car’'s engine capacity as follows:

1.6 litre and smaller 58 cents per km
Bigger than 1.6 litre but not bigger than 2.6 litre 69 cents per km
Bigger than 2.6 litre 70 cents per km

Note this amount has not changed since the 2007 financial year, which is quiteasramas
changed every other year as | can remember. According to the ATO thddaelga we are hearing
about on the TV and seeing at the bowser are simply a figment of your imaginati

Kilometre Rates for 2009 Tax Returns

If you are only claiming 5,000 kilometres for your vehicle you are only requireeposkdetailed
reasonable estimate of the kilometres you travelled for the year theplyntlém by the following rate
that applies to you:

Engine Capacity of 1.6 litres or less 63 cents per kilometre
Engine Capacity between 1.601 and 2.6 litres 74 cents per kilometre
Engine Capacity over 2.6 litres 75 cents per kilometre

Note: It is 5,000 kilometres per car, per owner of the car. Much more detail on Haimnta tax
deduction for a motor vehicle is available in our Claiming a Motor Vehicle booklet urelreebees
section of our web site.
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Having Your 50% Investment Allowance & Leasing it Too

Unless the car you lease exceeds the luxury car limit, it is the leapargothat is entitled to the
investment allowance. In ID 2009/89 the idea of buying the car then a month latgristd a lease
company was addressed.

The ID accepted that the vehicle had been used principally for business (more thdort@yghat
month so the purchaser was entitled to the investment allowance and there was meatiyiséen the
vehicle was sold to the lease company. But note it specifically statesehetet of the vehicle once it
was leased back must also be taken into account. This may suggest that buljinlg @né selling it a
month later just to qualify for the investment allowance could result in the UsTitQ Part IVA against
you. Nevertheless, it doesn’t appear that anything in the law specificahibits this and the 1D
argument is based on the words the use by the taxpayer covering both the periochbedtier the lease.
This argument wouldn’t apply to the use after one month of a completely new purchaser

Note ID’s are just an expression of the ATO’s opinion and not binding on them. If thenssoaedbit
confusing the basic case is buying a vehicle, claiming the investmentatiewad then selling it to a
lease company is fine providing during all that time it was used more than 5@¥4ribusiness. Buying
a car claiming the investment allowance and selling it on the open market orelat@ninay also be ok
but the ATO still has part IVA up its sleeve so you should get a ruling beforg thésrcheeky.

Saving Tax on Your Investment Property — The Book

“Every investment property tax-related question you've ever wondered about is ed$wee and —

perhaps more importantly — the ones you didn’t think to ask but should have! For property investors who
want to refine their strategy for maximum gain, this resourceful handbook will make a graantons
companion.” Eynas Brodie, Editor, Australian Property Investor magazine.

Combining Noel Whittaker’s easy reading style with Julia Hartman’s mindimgnhattention to detail
was a major challenge but made it to the book stores. You can also purchase ityogdime bo:
bantacs.com.au/book_savingTax.pfhe cost is $29.95 plus $5.95 postage — tax deductible of course!

Ask BAN TACS

For $59.95 afAsk BAN TACSyou can have your questions regarding Capital Gains Tax, Rental
Properties and Work Related Expenses answered. We will include ATO refetersupport our
conclusion.

Back Issues & Booklets

To obtain free back issues of the fortnightly BAN TACS Newsflash or any of the following booklets visit
our web site at www.bantacs.com.au/freebies.php. You can also subscribe to our Newsflash reminder.

Alienation of Personal Services Income Buying a Business Capital Gains Tax

Claim Your Trip Around Australia Claimable Loans Claiming a Motor Vehicle
Defence Forces [Military] Death and Taxes Division 35

How Not To Be A Developer Divorce FBT for PBls

Fringe Benefits Tax Investors Miners

Goods and Services Tax Overseas Professional Practices
Key Performance Indicators Real Estate Agent Rental Properties
Overseas Backpacker Fruit Pickers Selling a Business Small Business

Secret Plans and Clever Tricks Subcontractors Teachers

Self Managed Superannuation Funds Wage Earners Year End Tax Strategies

Disclaimer: Please note in many cases the legislation referred to above has only just passed through parliament. The full effect is not clear
yet but it is already necessary to make you aware of the ramifications despite the limited commentary available. On the other side of the coin
by the time you read this information it may be out of date. The information is presented in summary form and intended only to draw your
attention to issues you should further discuss with your accountant. Please do not act on this information without further consultation. We
disclaim any responsibility for actions taken on the above without further advice as to your particular circumstances.
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