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Claiming work-related car expenses

THE AUSTRALIAN Taxation Office 
(ATO) has warned that it will be 
targeting claims for work-related 
expenses as part of its review and audit 
activity.

In my March 2023 column, I focused 
on getting your claims for working from 
home right and this month; the focus 
will be on claims for work-related car 
expenses.

You have a choice of using either 
the cents per kilometre method or 
the logbook method, so the choice of 
method should be made after weighing 
up the advantages and disadvantages 
of each method.

Cents per kilometre method
O ne major  advantage of  this 

method is its simplicity, as a fixed 
rate per kilometre multiplied by the 
recorded number of business-related 
kilometres travelled is the basis used 
for quantifying the claim.

Furthermore, there is no need to 
retain documentation or substantiation 
of the vehicle’s running expenses and, 
accordingly, should be attractive 
to taxpayers who have not retained 
evidence of expenditure incurred.

In addition, the ATO has increased the 
kilometre rate from 72 cents applicable 
in 2021/22 to 78c for 2022/23 and a 
further increase to 85c for 2023/24, 
presumably to compensate for the rise 

in fuel costs.
The disadvantage of this method 

emerges for taxpayers who have or 
expect to chalk up more than 5,000 
work-related kilometres, thereby 
limiting the claim to $3,900 (5,000 x 
78c) for 2023 tax returns and $4,250 
(5,000 x 85c) for 2024 tax returns.

A major disadvantage of  this 
method is that there is no allowance 
in the kilometre rate for claiming 
depreciation, which can be a very 
significant amount depending upon 
the purchase price and age of the 
vehicle.

Logbook method
This method enables you to make 

larger claims, particularly if your work-
related distance travelled for a year 
exceeds the 5,000km cap or the vehicle 
is a high-cost car.

On the other hand, much more 
record-keeping is required, including 
fuel and oil, repairs and maintenance, 
r e g i s t r a t i o n  a n d  i n s u r a n c e , 
depreciation if owned, or on-hire 
purchase and lease charges.

The deductions allowed for these 
expenses are based on the business 
percentage of the total kilometres 
travelled by the car during the income 
year.

A  f u r t h e r  r e c o r d - k e e p i n g 
requirement is that you must keep a 
12-week logbook that records all of 
your business and private trips for 
those 12 weeks.

From this information, you must 
calculate your work-related or 
business percentage use and claim 

that percentage of all deductions for 
your car.

Once a logbook has been maintained 
for the required 12-week period, the 
next logbook is only required to be 
completed in five years unless you vary 
the business percentage of your claim.

In a non-logbook year, a reasonable 
estimate must still be made of the 
business kilometres travelled by car, 
taking into account any variation in 
vehicle use and changes in the number 
of cars used to earn income.

Car expense claims in that non-log 
book year must be based on that 
estimate.

Claims for fuel and oil
T h e  AT O  h a s  a d v i s e d  t h a t 

documentary evidence is not required 
to claim fuel and oil expenses.

Alternatively, the claim must be 
based on a reasonable estimate of the 
expenses and the kilometres travelled.

Claims will be accepted if based on 
the following:

• the business kilometres travelled
• the average fuel cost, and
• the average fuel consumption

Switching methods
The same method of claiming motor 

vehicle expenses does not have to be 
used every year.

Even though the log book method has 
been used for one year, you can choose 
the alternative cents per kilometre 
method in a later year and for each 
motor vehicle.

If you switch back to the logbook 

method, a new logbook does not have 
to be used until the fifth year of the 
original logbook.

A word of caution
Please be aware of claiming the same 

amounts for your work-related car 
expenses if your pattern of deductible 
car usage was impacted due to working 
from home or any other factors 
resulting in a variation in deductible 
expenditures or kilometres travelled.

This is particularly important if you 
are also claiming home office work-
related expenses.

We are now living through a time 
where the government is focusing on 
increasing revenue generated by the 
ATO to assist in funding their spending.

Do not be surprised if your tax refund 
is less than expected due to the removal 
of the up to $1,500 Low and Middle 
Income Offset (LMITO).

The content of this article is not 
intended to be relied upon as 
professional advice and should not 
be used as such.
If you have any questions, you 
should consult a registered tax 
agent.
Brian Spurrell B A, B Com, Dip Ed, 
FCPA, Registered Tax Agent.
Director, Personalised Taxation & 
Accounting Services Pty Ltd, PO 
Box 143, Warrandyte, 3113
0412 011 946
www.ptasaccountants.com.au

Are you getting ready to sell in spring?

SPRING IS usually a busy time in 
Melbourne for those thinking of buying 
or selling real estate.

To make the process as smooth as 
possible, here are some things you can 
do to get ready to sell your property 
in spring.

Make your house picture perfect
First impressions count, so start 

packing and decluttering as soon as 
possible.

You want your house to look as 
attractive as possible for prospective 
buyers.

Cluttered houses often look smaller 
than they are, so decluttering creates 
an illusion of space, making your home 
feel larger.

If this seems too overwhelming, ask 
for help.

There are many service providers 
that can assist with getting your house 
prepared for sale.

Property stylists,  packing and 
decluttering services, landscape 
gardeners, and real estate agents can 
provide tips that may be beneficial in 
preparing your house for sale.

It is also an opportune time to have 
a working bee with family and friends, 
and perhaps even a garage sale to get 
rid of unwanted clutter.

Choose your real estate agent
If you have been looking to sell for 

some time, you may already have 
developed a relationship with a real 
estate agent who you will use to sell 
your property.

If not, start researching or asking 
around for some referrals.

Ask friends or trusted colleagues 
about their experience and who they 
would recommend.

When selling your property, you are 
l ikely trusting your real estate agent 
with your biggest asset.

So, it is important to get this decision 
right and select someone you are 
completely comfortable with who can 
guide you through the process.

Have your Contract of Sale and 
Section 32 Vendor Statement ready
Instructing your conveyancer or 

property lawyer at least 2–3 weeks 
before putting your home on the 
market is ideal.

That way, the Contract of Sale and 
Section 32 Vendor Statement will be 
ready for your first open inspection.

Things that your conveyancer or 
property lawyer may need from you 
to complete a Section 32, Vendor 
Statement include:
• Details of any structural or non-

structural works completed on the 
property over the last seven years. 
There may be further requirements 
in this respect, and your 
Conveyancer or Property Lawyer 

will be able to guide you;
• If your home was built less 

than seven years ago, there are 
additional requirements around 
providing Domestic Building 
Insurance, Occupancy Permit and 
Building Permits. 
Now is a good time to locate each 
of those so that they are ready to 
provide.

• Copy of pool/spa registration and 
pool/spa barrier compliance.

• Any easements or covenants on 
the property and checking to 
ensure that there has been no non-
compliance.

• Lists what services are or are not 
connected.

What you need to know about 
Section 27 Deposit Release

If you are relying on the release of the 
deposit from the sale of your home to 
purchase your new property, you need 
to ensure that you are aware of how 
the Section 27 Deposit Release process 
works — so that there are no surprises 
that leave you in an unfortunate 
financial predicament.

A number of requirements must be 
met if you wish to apply for the early 
release of your deposit.

You should discuss with your 
conveyancer or property lawyer when 
instructing them that you would like 
to access the deposit before settlement 
so that they can walk you through the 
process and discuss whether you meet 

the appropriate criteria.
There is a common assumption that 

your deposit can just be released once 
the Contract of Sale is unconditional; 
however, this is only sometimes the 
case and, in most circumstances, not 
that common.

Before you purchase
Before you sign the Contract of Sale, 

it is extremely important to have the 
Contract of Sale and Section 32, Vendor 
Statement looked over by a property 
lawyer or conveyancer.

They will review and advise you of 
any matters that may be detrimental or 
that you may need to look into further 

before purchasing the property.
This will give you a comprehensive 

understanding of the property and help 
you decide whether this is the right 
property for you.

Selling your property is a big moment 
in your life, so preparation is the key, 
and surround yourself with a team 
that can support you in getting your 
desired result.

And don’t forget to take a moment to 
stop and smell the roses.

Louise Aitken, Conveyancing 
Manager at Madison Sloan Lawyers 
in Park Orchards.
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