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Tax Law Improvement(Substantiation)Bill 1994

General Outline and Financial Impact

TheBill will replacethesubstantiationprovisionsof theIncomeTax AssessmentAct
1936.

Thenewprovisionswill makeimprovementsthatmaybe consideredin 3 parts:

• aclear,helpful structureandlayout

• plain languagein a personablestyle

• changesto administrativerequirementsthatareunnecessarilycomplexor outof
touchwith currentcommercialreality or normalbehaviour.

Changesto structure

TheBill will significantly changethestructureandorderin whichthe substantiation
law ispresented,sothat the importantrequirementsof the law aremoreeasilyfound.

Oneof the innovationsof theBill is its useofhighlightedkeyprinciplesat thestart of
eachmajorsegmentoftheBill. Thesewill give readersa simpleentrypoint.

As well theBill will makeextensiveuseof navigationalaidsto identify, andguide
readersto, thoseprovisionsrelevantto them.

Changesto language

Theexistinglaw hasbeencompletelyrewrittenin clear,everydaylanguagethat triesto
anticipatetheneedsof its readers.

To makereadersmorecomfortablein following thelaw, theBill introducesanother
innovationby addressingthereaderpersonallythroughoutas‘you’. Thiswill seta tone
that is essentiallyfriendly andnot bureaucratic.

Greateruseis madewithin thetext of examplesandnotesto provisions.

TheBill is shorter,clearer,simpler andmorereadablethanthepresentlaw. Overall,
the legislationhasbeenreducedby abouthalf
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GeneralOutline andFinancial Impact

Changesto administrative requirements

Themain changesproposedby this Bill to maketheproceduralruleslesscumbersome
areasfollows:

Car expenses:Log book rules

Change: Taxpayersusingthelog book methodto calculatecarexpense
deductionscanbasetheir businessusepercentageon a reasonableestimatein all
cases.

Existinglaw: Taxpayersmustuseoneof 3 differentpercentages,dependingon
thecircumstances.

Revenueimpact: Nil.

Compliancecost impact: The changeproposedshouldreducecompliance
costs.

Change: Taxpayersmustkeepa newlog bookevery 5 years.

Existing law: A newlog book must bekept in numerouscircumstances,
includingif the differencebetweenthebusinessusepercentageshownby thelog
book exceeds,by morethan 10 percentagepoints,a reasonableestimateof the
businessuse.

Revenueimpact: Nil.

Compliancecost impact: Thechangewill reducethe numberof situationsin
which anew log bookmustbekept.

Car expenses:Centsper kilometre method

Change: Widen the applicationof thecentsperkilometremethodof
calculatingcarexpensedeductions,sothat themaximumdeduction(basedon
5,000businesskilometrestravelled)maybe claimedby taxpayerswho have
travelledmorethan5,000businesskilometres.

Existinglaw: Taxpayerswho travelmorethan 5,000businesskilometresin the
yeararenot entitledto usethis methodofcalculatingcarexpensesdeductions.

Revenueimpact: Negligible gainor loss.
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TaxLawImprovement(Substantiation)Bill 1994

Compliancecostimpact: Compliancecostswouldbereducedastaxpayerswill
be ableto makea costbenefit decisionbetween:
• maintainingfewer recordsandclaimingalowerdeduction;and
• maintainingmorerecordsto prove ahigherclaim.

Car expenses:$300substantiationthresholdexemption

Change: Allow greateraccessto the$300substantiation-freethresholdby
excludingcarexpensesfromthe scopeoftheconcession.

Existinglaw: Work expensesandsomecarexpensesareincludedwithin the
$300concession.As carexpensesareusuallysignificant,whenaggregatedwith
otherexpensestheyoftenexceedthe$300limit sothatbothwork andcar
expenseshaveto besubstantiated.

Revenueimpact: Up to $1Om costto therevenue,but therealfigure is likely
to bemuchless.

Compliancecost impact: A reductionin compliancecostsasmoreexpenses
shouldbeexemptedfrom theneedto be substantiated.

Travelexpenses

Change: Standardisethesubstantiationrequirementsfor travel expensesby:

• removingtheneedfor taxpayersto keepatraveldiary forshort-term
overseastravel;

• requiringbusinesstaxpayersto getwritten evidenceof expensesincurred
during short-termdomestictravel.

Existinglaw: Theneedto keepwritten evidenceor travel diaries(orboth)
variesdependingon:

• whetherthetaxpayeris asalaryor wageearneror abusinessperson;

• whetherthetaxpayerreceivesanallowanceto covertheexpenses;

• whetherthetravel is domesticor international;and

• thedurationof thetravel.

Revenueimpact: Negligible.
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GeneralOutlineandFinancial Impact

Compliance cost impact: Compliancecostsfor all short-termoverseastravel
and for thosewho receiveallowancesfor short-termdomestictravel will be
reduced. Therewill bean increaseincompliancecostsfor short-termdomestic
travelfor individuals who carryon businesses.

Work expenses: Laundry expenses

Change: Allow taxpayersto claim up to $150 of deductiblelaundryexpenses
withoutprovidingreceipts.

Existing law: Calculating the deductionrequiresnumerousdetailsto bekept,
suchasthecostof washingpowder,waterandelectricityperwash,andthe
numberof washesperweek.

Revenueimpact: A smallbut unquantifiablecostto therevenue.

Compliancecost impact: Compliancewill be significantly easierfor the
majority ofthe3.5mtaxpayers(or 45%of thoseclaiming work related
deductions)who claim a deductionfor laundryexpenses.

Written evidence: annotating receipts

Change: Taxpayerswill be able to annotatereceiptsfrom suppliersif theydon’t
containsufficient informationto identify thenatureof thegoodsor services
supplied.

Existinglaw: Taxpayersare not entitledto annotatereceiptswhichlack anyof
the detail requiredby the law. This mayresultin alossof a deductionfor the
expense.

Revenueimpact: Unquantifiable,butexpectedto be a negligiblecostto
revenue.

Compliancecost impact: Compliancecostswill bereducedbecauselegitimate
deductionswon’t be disallowedsimply becauseoftheform of thereceipt.

Written evidence: independentevidenceof payment

Change: Allow a taxpayerto rely onreasonable,independentevidenceof
paymentof anexpenseif theevidenceprovidedby a supplierdoesnot show
whentheexpensewas incurred.

Existing law: Thesupplier’swritten evidencemustshowwhenthe expenseis
incurred. If it doesnot, a deductionfor theexpensemay notbeallowed.
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Tax LawImprovement(Substantiation)Bill 1994

Revenueimpact: Nil.

Compliancecost impact: It will beeasierto comply.

Signing

Change: Removetheneedto signlog books,expensediariesandotherrecords.

Existinglaw: Taxpayersmustsign eachentryin alog book,odometerrecords
andeachrecordof anexpensein a diary.

Revenueimpact: Nil.

Compliancecostimpact: Compliancewill be easier.

Recordretention

Change: Adopt a standardrecordretentionperiod,for all taxpayers,of five
years.

Existinglaw: Individual businesspersonsmustkeeprecordsof carandtravel
expensesfor sevenyears. Salaryor wageearnersmustkeeprecordsofwork
expensesfor threeanda halfyears. Thegeneralrecordkeepingrequirement
imposedon abusinessis five years.

Revenueimpact: Nil.

Compliancecost impact: Businesstaxpayerswill haveatwo yearreductionin
theperiodtheyneedto keeptheir records.Wageor salaryearnerswill haveto
keepthemfor anadditionaleighteenmonths.

Dateof effect

Sothat thebenefitsof the improvementswill beavailableto taxpayersin the 1994-95
incomeyear,all ofthe changesin the Bill will applyto expensesincurredon or after 1
July 1994. However,a specialsavingprovisionwill applyfor the 1994-5 incomeyear
to ensurethatanytaxpayerwho would bebetteroff underthe existinglaw can
continueto get thebenefitof that law.

Proposalannounced

Thesechangeshavenotbeenformally announcedby theGovernment,butthemajority
of thechangeswerediscussedin the TaxLaw ImprovementProjectpaper
Substantiation- ExposureDrafi No. 1 August1994.

vi



GeneralOutline andFinancial Impact

Financialimpact

Noneof theproposedchangesshouldhaveanymeasurablerevenueimpact,exceptfor
theproposalwhicheffectivelywidensthescopeof the $300 substantiationexception.
Thiscouldresultin a costtothe revenueofup to $lOmperannum,but the realfigure
is likely to besignificantly less.

Compliancecostimpact

Compliancewith the legislationshouldimproveasthelegislationis now simpler,
clearerandmorecertain. Compliancecostsshouldbereduced.
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TaxLawImprovement(Substantiation)Bill 1994

About the Tax Law Improvement Project

Backgroundto theproject

The reasonsfor Formanyyears,the incometax lawhasbeencriticisedforbeingtoo
theproject difficult to readandunderstand.

Thestructureof the IncomeTaxAssessmentAct 1936(the ITAA),
whichcontainsmostof thebasicrightsandobligationsof Australia’s
incometax system,hasbecomeovergrownandobscuredby the
additionof newmaterial overtheyears.

A veryformal anddetailedstyleof languageusedin thelaw also
makesits truemeaninghardto find.

Settingup the In November1993, theJoint Committeeof Public Accounts
TaxLaw publisheda reportrecommendingthesettingup of abroadlybased
Improvement TaskForceto rewritethe incometax law. In thefollowing month,
Project theGovernmentannouncedtheTaxLaw ImprovementProject.

Scopeofthe This projectwill completelyrewritethe incometax legislation. In
project theprocess,it will developabetterstructureandarrangementfor the

law aswell asre-expressingit in languagethat canbemoreeasily
understoodby its readers.

Theprojectwill reduceexcessivecompliancecoststo taxpayers
broughtaboutbecauseof thepresentstateof expressionand
presentation.It will focuson legislativeor administrativerulesthat
areoverly complex,unnecessaryor out of stepwith today’sreality.
Theproject is not aboutreformingthetax systemor reviewingtax
policy.

Compositionof Theprojectteam includespersonnelfrom theAustralianTaxation
theprojectteam Office, the Treasury,theOffice of ParliamentaryCounseland2

privatesectorrepresentatives.A 14 personConsultativeCommittee
from theprivatesectoradvisesontheproject.

Timing The projectrunsfor threeyearsfrom 1 July 1994.

2



AbouttheTax LawImprovementProject

Changesto be madeby the new law

Thechangesof substanceproposedby thisBill arediscussedin Chapter3. In addition
thesubstantiationprovisionsarebeingcompletelyre-expressed.

Thefirm intentionisthat, oncenewlaw is enacted,taxpayerswill not needto revisit
theexistinglaw.

Whenintroducingnew law,every effort will bemadeto identify in advanceall
significantchangesproposedto theexistinglaw.

It will beinevitable,inmoving fromthe complexexpressionof theexistinglaw, that its
newform and expressionmaygive riseto interpretationsarguablydifferent tothose
thatwould havebeenplacedonthe existinglaw. While suchdifferencesmaybe open,
thenewlaw is tobe giveneffectaccordingto its terms. The replacedlaw will be
relevantto thatinterpretationonly to theextentthatjudicial pronouncements(and
Commissionerrulings)havebeenmadeon expressionscarriedforward into newlaw.

Similarly, theold law mustalsobeinterpretedaccordingto its termsforperiodsto
which it applies. If thenew law wereto producea resultthat differs from theexisting
law, that would not bea groundfor re-interpretingthe existinglaw.

Location of changes

The redraftedsubstantiationprovisionshavebeendevelopedassomethingof a
legislativemodelfor how newincometax law shouldbe drafted. Theywill beinserted
into theexistingIncomeTax AssessmentAct 1936andwill remainthereuntil theycan
betransferredto the newincometax lawframeworkcurrentlybeing developedby the
projectandwhich is expectedto replacethat Act.

As the rewrittensubstantiationprovisionsareverydifferent in their expression,
structureandnumbering,theyarebeing insertedasnew Schedulesto the IncomeTax
AssessmentAct 1936. This is designedto preventanypotential confusion.

Theexistingsubstantiationprovisionswill notberepealed. Theywill remainonthe
statutebooksbut will ceaseto haveapplicationafterthe newprovisionscommenceto
apply.

Key Principles Statements

Effectivecommunicationby usingplain English is critically importantto help readers
moreeasilyunderstandandfollow the law. TheTax Law ImprovementProjectis also
proposinga suiteof supportivedesigntechniquesto leadreadersthroughthe
legislativetext to readilylocateandabsorbwhattheyneedto know.

Onenewdesignfeatureis to stateup-front the ‘key principles’ of anareaof the law.
Useof keyprinciplesstatementsis adoptedin therewrite ofthesubstantiationrules.
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Evenwhereclearly expressed,tax law canbedifficult to grasp- notleastbecauseof its
subjectmatter. Theuseof keyprinciplesatintroductorypointsin thetextallowsthe
readerto get anearlyfootholdtowardsunderstanding- akind of navigational
touchstone.

Key principlesgive abroadpictureof theareaof law theydealwith andset a
frameworkfrom whichto understandandidentify thedetailedrules.

A well constructedsetof linked keyprinciplesstatementscanalsoprovidean easy
pathfor areaderwhoneedsto reachabroadoverviewof connectedareasof law. The
readercanthenwork into thedetailwith anoverall feel for thesubject.

At thisearlystagein rewriting thelaw flexibility is neededabouthowkeyprinciples
shouldbeconstructed.This will allow their designto betailoredbestto readers’needs
within theparticularcontextsofthelaw to whichtheyrelate.

In animportantsensetheyestablishthegeneralthemes. In manycaseskeyprinciples
statementsmaybesomethingof abroadsummaryof thedetailedrules,but thiswill not
alwaysbe so. Evenwhenit doesserveas asummary,akeyprinciple cannotpurport
tobe exhaustive.It cannotholdall thedetail, but thatdoesnot lessenits usefulness.
Nor isit somekind of goldenrule thattranscendseverythingthatfollows in the
detailedprovisions. It setsthe sceneandfor thatreasoncomesfirst, but doesnot have
prime orderof importance.

Key principlesstatementsarenot in anysenseto replaceor transcendthedetailed
provisions,whichretain fully thelegislativetaskassignedto them. The two are
complementary,andhaveequalstatusaspartof thelaw.

Newnumbering system

Therewrittensubstantiationprovisionscontainedin thisBill employan entirely new
numberingsystem. Thesystemhasbeendevelopedasamorerobustresponseto the
pressuresonthe existingnumberingsystem. Frequentamendmentsof theexistinglaw
haveled to the insertionof sectionswith numberssuchas 159ZZZZB.

Thenewsystemadoptsthe approachof citing:

• first, thenumberoftheDivision of theAct in which thesectionis located;and

• second,the numberofthe sectionwithin that Division. Underthenew law, it is

proposedthat eachDivisionwill benumberedseparately.
Thus,thefirst sectionof a newDivision 23 oftheAct would becitedas section23-1.
Similarly, thefifth sectionof anewDivision49 wouldbe citedassection49-5.

4



Summaryofthenewsubstantiationrules

Chapter 2

Summary of new substantiation rules

• Meaningoftermsusedin the summary
• New rulesfor deductingcarexpenses
• Newsubstantiationrules

Thischaptershowshowthe substantiationlaw, asproposed
to beamendedby this Bill, would apply.
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Tax LawImprovement(Substantiation)Bill 1994

Meaning ofsometerms usedin the summary

Awardtransportpaymentis anamountyour employerpaysyou, for travel in the
courseofyour work, asan allowancefor transportexpenses(otherthanfood,
drink, accommodationor incidentalexpenses)or areimbursementof car
expenses.Paymentmustbe madeunderanindustrialinstrumentthatwasin
forceon 29 October1986.

Businesskilometresarethekilometresacar travelledin thecourseof producingyour
assessableincome. You calculatethemby makinga reasonableestimate.

Businesstravelexpensesareexpensesyou incurontravel awayfromyour ordinary
residencefor more than I night, in thecourseof producingyour assessable
income.

Car is a shorthandexpressionfor a motorvehicle(including a four-wheeldrive
vehicle)that is:
• a motor car, stationwagon,panelvan,utility truckor similar vehicle(but

not a panelvanor utility truckdesignedto carrya loadof 1 tonneor
more);or

• anyroadvehicledesignedto carrylessthan 1 tonneor fewerthannine
passengers.

Theterm excludes:
• a motorcycle or similarvehicle;
• a taxi takenon hire; and
• a motorvehiclehiredunderan agreementof a kind ordinarily enteredinto

by peoplewho takemotorvehicleson hire ona short-termbasis.
However,suchavehiclewill beincludedif therehasbeen,or it is
reasonableto expecttherewill be,successiveagreementsresulting in
substantialcontinuityof hiring.

Car expensesareexpensesto do with a car. Theyspecifically includeoperating
expensesand depreciation.
Theydo not include:
• anexpenseon traveloutsideAustralia;or
• a taxi fareor similarexpense.

Laundryexpensesarework expensesto do with washing,drying or ironingclothes
(but not dry cleaning).

Overtimemealallowanceexpensesareexpensesyou incurfor food or drink that is
coveredby anallowanceyour employerpaysyou for overtimethatyou work.

Travelallowanceexpensesareexpensesyou incur for travel awayfrom your ordinary
residencein thecourseof producingyour salaryor wages. Thetravel mustbe
coveredby a travel allowancepaid by your employerfor accommodation,food,
drink or incidental travelexpenses.

Workexpensesareexpensesyou incur in producingyour salaryorwages. They
include travelallowanceandmealallowanceexpenses,depreciationandelection
expensesof candidatesfor Parliamentor local government.Work expensesdo not
includeexpensesto do with amotorvehicle(includinga 4-wheeldrive), unlessthe
expenseswerefor travel outsideAustraliaor taxi fares(or similarexpenses).

6



Summaryofthenewsubstantiationrules

Summary of new rules for deducting car expenses

The generalrule is i~’ You mustuseoneof 4 methodsto calculatedeductionsfor
carexpenses,unlessan exceptionapplies.

Themethodsare:

1. centsperkilometre
2. 12%of original value
3. one-thirdof actualexpenses
4. logbook.

The rule applies to t~’ Taxpayerswho ownor leasea carandwho are:
• individual taxpayers(but not trustees);or
• anypartnershipthat includesan individual taxpayer.

Method 1: Centsper kilometre

Howisthe deduction Multiply:
calculated? • thecar’sbusinesskilometres(but only up to 5,000);

by
• thenumberof centsallowedfor your car’senginecapacity.

Whencanyouuse Anytime.
MethodI?

Doyouhaveto No.
substantiate?

Method 2: 12% of original value

Howisthe deduction • Deduct12%of your car’svalue. But you mustreduceit
calculated? proportionatelyfor everydayin the incomeyearthatyou

don’t own or leasethe car.
• Thevalueis thecostof thecarwhenyou acquiredit, if

you own it, or its marketvaluewhenyou beganto lease
it.

• You can’tdeductmorethanthemotorvehicle
depreciationlimit for theyearwhenyou first usedthecar
(if you ownit) or beganto leaseit.

Whencanyouuse If the car’sbusinesskilometresexceed5,000or would haveif
Method2? you had usedthecar throughoutthe incomeyear.

Doyou have to No.
substantiate?

7
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Method 3: One-third of actual expenses

Howis thededuction Deductone-thirdof anyexpenseonthecar thatqualifiesasa
calculated? deduction,or would qualify if you hadusedthecar onlyto

produceassessableincomethroughoutthe incomeyear.

Whencanyouuse If thecar’sbusinesskilometresexceed5,000,or would haveif
Method3? you hadusedthe carthroughoutthe incomeyear.

Doyou haveto Yes.
substantiate?

Method 4: Log Book

Howis thededuction Multiply:
calculated? • anycarexpensesthatqualify as deductions(orwould if yo’

usedthecaronly to produceassessableincomewhileyou
held it).

by
• a reasonableestimateofbusinesskilometresthe car

travelledin a year,expressedasa percentageoftotal
kilometres(thebusinessusepercentage).

Thereasonableestimatemusttakeinto accountyour log book,
odometerrecords,changesin thenumberof carsyou useor
their patternof useand anythingelsethat is relevant.

Whencanyou use If you havekept:
Method4? • a log book for thecar, and it is still operative;and

• odometerrecordsfor theperiodyou held thecar in the
year.

Doyouhaveto Yes.
substantiate?

What is a log book? It is a written record of yourbusinessuseof a carovera
periodof atleast 12 continuousweeks. But, if you own or
leasea carfor lessthan 12 weeks,you only needto keepthe
logbook for thatshorterperiod.

When must you keep a • In thefirst year you claim adeductionforyour carusing
log book? this method(althoughthe 12 weeklog bookperiodcan

overlapinto thenextyear).
• In anyyearyou get an additionalcarfor whichyou also

wantto usethelog bookmethod.
• If theCommissionergivesyou a written directionto keep

a log book,in theyearafteryou receivethedirection.
• In every fifth yearafterthe last log bookwaskept.

Why mustyou keepa To establisha properbasisfor calculatinga reasonable
log book? estimateofbusinessuse.

8



Summaryofthenewsubstantiationrules

What do you needto You should record, in English:
record in a log book? 1. whenthelog book periodbeganandended;

2. the car’sodometerrecordingsatthosetimes;
3. howmanykilometresthe cartravelledin the period;
4. if you makeajourneyin the courseof producingyour

assessableincome,thedayit beganandthedayit ended;
5. the odometerrecordingsatthe startandendof ajourney;
6. howmanykilometresthecartravelledon thejourney;
7. why thejourney was made.
8. howmanykilometresthecartravelledduringthe period

onall journeysin 4, andalsoexpressedasapercentageof
the kilometresin 3.

What do you needto Thesedetails of the car:
include in odometer • the make,modelandregistrationnumberofthecar;
records?

• if it hasan internalcombustionengine,its enginecapacity
expressedin cubic centimetres;

• if you havenominatedanothercarto replacethecar, thesame
detailsarerequiredofthereplacementcar.

Thesedetailsofthe periodyou held thecar in the incomeyear:
• the odometerreadingsatthe startandendof theperiod;
• if youhavenominatedanothercarto replacethecarfrom a

specifiedday, theodometerreadingsforbothcarsat the
endofthat day.

How long must you For 5 years,from the due datefor lodgingyour return (or the
retain your log book’ date you lodge it if thatis later) for the lastyearyou rely on

the log book in calculatingthebusinessusepercentage.

However,if you haveadisputewith the Commissionerthatis:

• an objection(or areviewor appealarisingfrom one) or

• arequestforamendmentof anassessment;

thenyou mustkeepit until thedisputeis resolved.

How long mustyou If you keepalog book for theincomeyear,you mustretain
retainyour odometer them for thesameperiodasfor the log book.
records? If you don’t keepalog book for theyear,you mustretain

themfor thesameperiodrequiredfor written evidenceunder
thesubstantiationrules.

What if you replace You cantreatareplacementcarasif it werethe original (and
your car? not keep a newlog book) provided you record in writing:

• thedateof replacement;
• themake,modelandany registrationnumberof eachcar.

9
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Exceptions

What is the rule? If you arecoveredby an exceptionto thecarexpensesrules,
you cancalculateyour deductionsundernormalprinciples,
for examplesections51 (Generaldeductions)and 54
(Depreciation),oruseoneofthe4 methods.

To qual~fyfor exception,your carmustbeofthetypedescribedin column 1 andsatisjji the
circumstancesin column2 at thetimein column3.

1. Typeof car 2. Details of exemptcircumstances 3. When circumstances
must be satisfied

Any type Youprovidethecar fortheexclusiveuseof your
employeesor relativesandanyof them was
entitled to useit for privatepurposes.

Wheneverthecaris usedin
theincomeyear.

Any type You hireor leasethecarin thecourseof carrying
on abusinessof hiringor leasingcars.

Wheneverthecaris usedin
theincomeyear.

Any type During theperiodwhenyou ownedor leasedacar
for usein producingyour assessableincome:
• you usedit principallyfor that purpose;and
• it wasunregistered.

Wheneverthecaris usedin
theincomeyear.

Any type Thecarwaspartof thetradingstockof abusiness
you carriedon, andyouusedit in thecourseof
thatbusiness.

Wheneverthecaris usedin
theincomeyear.

• Panelvan
• Utility truck
• Taxi
• Any roadvehicle

designedto cariy
lessthan 1 tonne,
but notavehicle
designedto carry
passengers

You usethecaronly:
(a) for travel in thecourseof producingyour

assessableincome;and/or
(b) for travel thatis incidentalto (a); and/or
(c) for travelbetweenyour residenceandwhere

you usethecarfor thepurposein (a); and/or
(d) by giving it to someoneelsefor travelby

thembetweentheirresidenceandwherethe
caris usedfor thepurposein (a); and/or

(e) for privatetravelby you orsomeoneelsethat
wasminor, infrequentandirregular.

Wheneverthecaris usedin
theincomeyear.

Any type Thecaris unregisteredandyou useit principally
in producingyour assessableincome,

Wheneverthecar is usedin
theperiodyou held it.

Any type (a)thecaris tradingstockof yourbusinessof
sellingcars;and

(b)you didn’t usethecar.

(a) at sometime in the
incomeyear.

(b) atanytime in theyear.

Any type Theexpenseis to dowith repairsorotherwork on
thecarandyouincurredit in yourbusinessof
doingrepairsorotherworkon cars.

Any time

10



Summaryofthenewsubstantiationrules

Summary of the new substantiation rules

Substantiation • Individual taxpayers(but not trustees).

affects • Any partnershipthat includesanindividual taxpayer.

The general rules You must getwritten evidenceof:

are • work expenses

• businesstravel expenses
Writtenevidence • carexpenses(otherthanfuel andoil expenses),if theyare

calculatedusingthe ‘one-third of actualexpenses’method
or the ‘log book’ method.

Odometerrecords You must keepodometerrecordsfor carexpensesif you use
the ‘one-thirdof actualexpenses’method,the expenseis for
fuel andoil and you don’t getwritten evidenceof it.

TravelDiaries You mustkeepatravel diaryif you areaway from your
ordinaryresidencefor 6 or morenightsin a row.

Substantiation is not • Work expensesthat total$300 or less(you count laundry

neededfor ~‘ expensesbut not travel or meal allowanceexpensesor
expensescoveredby an awardtransportpayment).

• Laundryexpenses,if theytotal$150 or less.

• An expenseon a motorvehiclethat is nota car (eg. a motor
cycle) or is not ownedor leased(eg. a borrowedcar),
unlessit is ataxi fareor similarexpenseor anexpense
incurredin traveloutsideAustralia.

• Expensescoveredby an awardtransportpayment,if you don’t
claim morethantheamountpayableon 29 October1986.

• Overtimemealallowanceexpensescoveredby an allowance
payableunderanAustralianlaw, if theCommissioner
considerstheamountyou claim is reasonable.

• Expensescoveredby a travelallowance,if the Commissioner
considerstheamountyou claim is reasonablehaving regard
to expensesit would bereasonableto incur for travel:

in Australia: on accommodation,food, drink or

incidentaltravel expenses;

overseas:on food, drink or incidentaltravelexpenses
(butyou muststill keeptravel records).

Travel records are not • Travel allowanceexpensescoveredby, andnot morethan,

neededfor ,~‘ atravel allowancefor travel principally overseas,if the

expensesareincurredby anaircraft crewmember.
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Expensesotherthan
depreciation

Addingadditional
informationlater

Independentevidenceof
dateofexpense

Keepingyourownrecord
ofsmallexpensesor
expensestoo hardto

substantiate

A documentfromthe supplierofthepropertysettingOut

• thename(or businessname)of thesupplier;
• thecostof thepropertyto you;
• thenatureoftheproperty;
• thedayyouacquiredtheproperty;
• thedateof thedocument.

A documentfromthe supplierofgoodsor servicessettingout:

• thename(orbusinessname)ofthesupplier
• theamountoftheexpense,in thecurrencyincurred;
• thenatureofthegoodsor services;
• thedaytheexpensewasincurred;
• thedateofthe document.

If adocumentfrom your supplierdoesnot showthenatureof
theproperty,goodsor services,thenyou canaddthat
informationyourself.

If your supplier’sdocumentdoesnot showthe daytheexpensc
wasincurred,thenyoucanuseabankstatementor other
reasonable,independentevidenceto showwhenit waspaid.

You canmakeyour own recordof expensesandnot get
written evidencefrom a supplier,if:

• eachexpenseyou wantto deductis $10or lessandall of
them total$200or less;or

• theCommissionerconsidersit unreasonableto expect you
to getadocumentfrom thesupplier.

You canuseyour groupcertificateaswritten evidenceof a
work expenseif it showsthenatureandamountof theexpense
(or thetotalof expensesofthe samenature).

You shouldrecord, in a diary or similar document,detailsof
your activitiesduringtravel in thecourseof producingyour
assessableincome.If you don’t, theactivitiescan’tbetakenint
accountinapportioningyour travelexpenses.

Thedetailsyou mustrecordare:

• thenatureof thetravelactivity;
• thedayandapproximatetimeit began;
• howlong it lasted;
• whereyou engagedin it.

You musthaveall your written evidencewhenlodgingyour
tax return. If not,you can’tclaimadeduction. But youcan
amendthatreturn(or your assessment)if yougettheevidence
later.

You must get this
written evidence ~

Depreciationexpenses

Group Certificates

You needto keep
thesetravel records ~‘

When must you get
your evidence?
Written evidence

12



Summaryofthenewsubstantiationrides

Exception~1: Ifyouexpectto If you don’t havewritten evidencewhenyou lodgeyour return,
getevidencewithin a but havegoodreasonto expectto get it within areasonable
reasonabletime. time, youcan still claim thededuction.However~thededuction

maybedisallowedif you don’t get the evidence

Exception2: Evidenceof If youkeepyour ownrecordof smallexpenses,or expenses
smallexpensesorexpenses thataretoo hardto substantiate,you mustenterdetailsof an
too hardtosubstantiate. expenseassoonaspossibleafteryou incur it. However, for a

depreciationexpense,you mustenterit assoonaspossible
after theendof theincomeyear

Odometerrecords You must enter detailsof anyperiodcoveredby odometer
recordsassoonaspossibleafter thestartor endof aperiodor
after theendof thespecifieddayfor areplacementcar.

You mustenterdetailsofanycar coveredby theodometer
recordsbeforeyou lodgeyour tax return. However,the
Commissionermay allow you to makethe entrylater.

Travelrecords You mustenter detailsof atravel activity assoonas

possibleafter it ends.

Documentsmust be in As ageneralrule,documentsmustbein English. Thereare2
English exceptionsforwritten evidencefrom a supplier:

• evidenceof a depreciationexpensecanbein a languageof
thecountryfromwhich thepropertywasexported;

• evidenceof anyotherexpensecanbein a languageof the
countrywheretheexpensewas incurred.

Documentsmustbe You mustkeepadocumentfor 5 years from theduedatefor
retainedfor atleast5 lodgmentof your return(orwhenyou lodgeit if that is later)
years However, if you have a dispute with the Commissionerthat is:

• anobjection(or areview or appealarisingfrom one) or
• arequestfor amendmentof anassessment
thenyou mustkeepit until the disputeis resolved

Commissionermay TheCommissionermaygive you written noticetellingyou to
require you to produce produce, within 28 days(or more),any recordyou mustkeep.
documents If so, you must alsoproduceasummarythat, for eachexpense

for whichyouarerequiredto keepwnttenevidence

• notesthe expense,crossreferencesit tothe evidenceand
summarisesits particulars;and

• showstheamountof everyexpensein Australiancurrency
(even if theexpensewasin a foreigncurrency).
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Reliefif you fail to You can still deductan expenseif:
substantiate • the Commissioneris satisfiedthatyou incurredit andthat

you areentitledto deducttheamountyou claim; or
• you failed to substantiateonly becauseyou hada

reasonableexpectationthat it wouldnot benecessary.

What if your A completecopycansubstitutefor theoriginal document.
documentsare lost or . . . .Otherwise if the Commissioneris satisfiedyou took reasonabledestroyed? precautions to prevent the lossor destruction:

• your deductionis not affectedif thedocumentwas not
written evidence(eg. it wasatravel diaryor logbook);

• if thedocumentwaswritten evidence,you musttry to geta
substitutedocumentwith the sameinformation. If it is not
reasonablypossibleto do that,thenyour deductionis not
affected.
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Detaileddiscussionofchanges

Chapter 3

Detailed discussionof changes

• How thisBill is structured
• Newrulesfor calculatingcarexpensedeductions
• Newrulesfor substantiation
• Consequentialamendments
• Impactofchanges
• Dateof effectofthenewlaws

Thischapterdiscussesthechangesproposedby theBill on a
section-by-sectionbasis.

Only thosesectionswhich includea substantivechangeare
discussed.
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How this Bill is structured

TheBill hasonlyfive clauses

Clause1 Shorttitle

TheBill, whenenacted,will be knownasthe TaxLawImprovement
(Substantiation)Act 1994.

Clause2 Commencement

ThenewAct will comeinto operationon the dayit receivestheRoyal Assent.

Clause3 Amendmentsof the IncomeTaxAssessmentAct1936

Schedule1 to theBill will inserttwo newSchedulesin theIncomeTax
AssessmentAct. Theywill containthemain provisionsofthenew law.

NewSchedule2A to theAct has NewSchedule2B to theAct has
rulesfor calculatinghow muchyou rulesabouthow you substantiate
candeductfor carexpenses. certainexpenses.

Schedule2 to theBill will:

• makeconsequentialamendmentsof theAct thatarenecessarybecause

ofthe changesin Schedule1; and
tell you whenthenewlaw will replacetheold law.

Clause4 Amendmentsof the Income Tax Regulations

Schedule3 to theBill will makeminor consequentialamendmentsof the
Regulationsthatarenecessarybecauseof thechangesin Schedule1.

Clause5 Amendmentsof theFringeBenefitsTar AssessmentAct1986

Schedule4 to theBill will makeminorconsequentialamendmentsof theAct
that arenecessarybecauseofthe changesin Schedule1
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New rules for calculating car expensedeductions

ScheduleZA Calculating car expensedeductions

ThisScheduletellsyou how to calculateadeductionfor carexpenses

Change

TheBill will separatethecarexpensesprovisionsfrom thesubstantiation
provisionsandplaceeachof themin a scheduleof their own.

Explanation

Thesubstantiationprovisionsoftheexisting law serve2 functions

• first, theytell you therecordsyou needto keepto claim adeductionfor
your expenses

• second,for carexpenses,they tell you themethodsyou mustuseto
calculatehowmuchyoucan claimasadeduction.

Substantiationis really onlyaboutthefirst function. Theprovisionsdealingwith
carexpensescovermattersunrelatedto that.

Moreover if you usethe ‘centsperkilometre’ or ‘12% of original value’method
no substantiationof car expensesis required

Thedifferencesoutlinedabovemadeit impracticalto rewritethesubstantiation
provisionsasonesubjectmatter On balanceseparatingtheprovisionsseemed
preferable.

Section1-2 Application

This sectiontellsyou to which taxpayersthecarexpensesScheduleapplies

Change

Thesectionwill clarify thatpartnershipswhichincludenaturalpersonsmust

substantiatecar expenses
Explanation

Undertheexistinglaw thecarexpensesprovisionsspecifically applyto
taxpayersotherthancompaniesandtrustees However thereis someconfusion
aboutwhetherapartnershipmustsubstantiateits carexpensesparticularlyif the
partnershipincludesacompanyor trustee.
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Theview of the Commissionerhasbeenthatpartnershipsaresubjectto the
substantiationprovisions(including thecarexpensesprovisions). However,if all
of thepartnerswerecompanies,thepartnershipwould not incurprivatecar
expenses- andwould notbe subjectto substantiation.

Section2-1 Choosingamong the 4 methods

This sectiontellsyou how, andwhen, you canchooseto useoneofthe methods
for calculatingcarexpensedeductions.

Change

Thesectionwill allow you to changeyour choiceof methodat anytime.

Explanation

Theexistinglaw,which predatesthe introductionof theself-assessmentsystem,
requiresyou to makea formal electionif you chosenot to usethe‘log book’
method. If theCommissionerdisallowsanypartof a deductionclaimedusing
the ‘log book’ method,thenyou will beallowedthehighestdeductionyou could
otherwisehaveclaimedusingoneof theother3 methods.

To reflectthechangeto a self-assessmentsystem,theprovisionswill allowyou
to changethe methodof deductionyou haveusedfor the incomeyear. Thiscan
be doneregardlessof:

• whetherthe Commissionerhasdisallowedanycarexpense;and

• the methodof deductionusedto calculatethecarexpense.

Division 3 The ‘cents per kilometre’ method

ThisDivision tellsyou howto usethe ‘centsperkilometre’ methodof calculating
cardeductions.

1. Change

TheDivision will widenaccessto the ‘centsperkilometre’ methodby removing
therequirementthat, if you leasea car, you mustholdthecarundera lease
whosetermis for at least12 months.

Explanation

Undertheexisting law, thecarexpensesrules applyonly if you own or leasethe

car.
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In orderto use:

• the ‘centsperkilometre’ method;

• the ‘12% of original value’method;or

• the ‘one-thirdof actualexpenses’method;

you must,if you areleasingthe car, alsohold it undera leasewhosetermis for
at least12 months. If you don’t, you mustusethe ‘log book’ methodto calculate
your deductionfor carexpenses.The‘log book’ methodhasmoreonerous
recordkeepingrequirementsthantheother3 methods.

Thereis no reasonto retainthis restriction. It will beremovedfrom all of the
methodsinwhich it currentlyapplies. Note,however,that if your expenseis
incurredon a carwhichyou hire on a short-termlease,thenthecarexpenses
cannotbecalculatedunderthecarexpensesSchedule.

2. Change

TheBill will widenaccessto the ‘centsperkilometre’ methodby omittingthe
requirementthatyou musthaveincurredall ofthe expensesyourself.

Explanation

Theexistinglaw containsan anti-avoidanceprovisiondesignedto limit the
circumstancesin which the ‘centsperkilometre’ methodandthe ‘12% oforiginal
value’ methodcanbeusedwheretwo or morepeopleclaimdeductionsfor
expenseson thesamecar. However,asdrafted,theprovisionhasa potential
applicationin commonlyencounteredandgenuinesituations.

It would beextremelydifficult to redrafttheprovisionsothat it appliedonly to
avoidancearrangements.

The provisionhasbeenomitted.

Section3-2 How to calculateyour deduction

Thissectiontellsyou how to calculatea deductionfor carexpensesusingthe
‘centsperkilometre’ method.

1. Change

Thissectionwill widenaccessto the ‘centsperkilometre’ method sothatyou can
useit evenif you havetravelledmorethan 5,000businesskilometres. However,
you will notbe ableto claimfor morethan5,000businesskilometresof travel.
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Explanation

Underthecurrentlaw, the ‘centsperkilometre’ methodis availableonly if you
havetravelled5,000kilometresor lessin earningyour assessableincome. If you
usethis methodyou don’t haveto substantiateyour expenses.

The‘centsperkilometre’ methodis themostfrequentlyusedof the4 carexpense
deductionmethods. It is proposedto extendthemethodsothat it will be
availableto taxpayerswho havetravelledmorethan 5,000businesskilometres
butwho arepreparedonly to claim a maximumof 5,000kilometres. Some
taxpayerswishto makeacostbenefitdecision,claimingalowerdeductionasa
trade-offfor reducedrecordkeepingrequirements.

2. Change

The sectionwill clarify thatataxpayermustdeterminethenumberofbusiness
kilometrestravelledby makinga reasonableestimateofthem.

Explanation

Whenusingthe ‘centsper kilometre’method,you needto know thenumberof
kilometresyou travelledin thecar in thecourseofproducingyour assessable
income(knownasbusinesskilometres).The existinglawdoesnottell you how
to calculatethe numberof businesskilometresyou travelled,althoughthe
ExplanatoryMemorandumaccompanyingtheoriginal legislationindicatedthat a
detailedandreasonableestimatewasrequired.

The proposedchangewill statethata reasonableestimatemustbe made.

A similar changeis proposedin sections4-3 (whichwill tell youhowto usethe
‘12% oforiginal value’ method)andsection5-3 (which will tell you howto use
the ‘one-third of actualexpenses’method).

Division 4 The ‘12% of original value’ method

ThisDivision tellsyou howto usethe ‘12% of original value’methodof
calculatingcardeductions.

1. Change

Thesectionwill widenaccessto the ‘12% of original value’ methodby removing
therequirementthat, if you leasea car,you musthold it undera leasewhose
termis forat least12 months. ~

2. Change

Thesectionwill widenaccessto the ‘12% of original value’ methodby removing

therequirementthatyou musthaveincurredall of theexpensesyourself.
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Explanation

Thesechangesare explainedin the noteson Division 3.

Section4-2 How to calculateyour deduction

Thissectiontellsyou how to calculatea deductionfor carexpensesusingthe
‘12% of original value’method

Change

The sectionwill clarify that ataxpayermustdeterminethe numberofbusiness
kilometrestravelledby makinga reasonableestimateofthem.

Explanation

Thesechangesare explainedin the noteson section3-2.

Division 5 The ‘one-third of actual expenses’method

ThisDivision tellsyou how tousethe ‘one-thirdof actualexpenses’methodof
calculatingcardeductions.

Change

The sectionwill widenaccessto the ‘one-thirdof actualexpenses’methodby
removingtherequirementthat, if you leasea car,you musthold it undera lease
whoseterm isfor at least12 months~

Explanation

Thesechangesareexplainedin thenoteson Division 3.

Section5-2 How to calculateyour deduction

This sectiontellsyouhow to calculatea deductionfor carexpensesusingthe
‘one-third of actualexpenses’method.

Change

The sectionwill clarify thatyou mustdeterminethenumberof business
kilometrestravelledby making a reasonableestimateof them.

Explanation

Thesechangesare explainedin thenoteson section3-2.
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Division 6 The ‘log book’ method

ThisDivisiontellsyou how to usethe ‘log book’ methodof calculatingcar
deductions.

Change

TheDivision will reducethe complexityofthe ‘log book’ methodby allowing
you, in all cases,to baseyour businessusepercentageon a reasonableestimate
of thenumberofkilometresthecartravelledduring theyear in thecourseof
producingyour assessableincome.

Explanation

Underthe existinglaw, to calculatea deductionfor carexpensesusingthe ‘log
book’ methodyou multiply your carexpensesby a percentagewhich
approximatesthe extentto which thecar is usedto produceassessableincome.

Thepercentagewhich mustbeusedvaries,dependingon a numberof
circumstances.Therulesareso complicatedthat few taxpayerscanfollow them.

The proposednewrulesare simple,but flexible enoughto caterfor changing
circumstancesof use. A key aimhasbeento isolatea singlepercentage
applicablein all casesratherthan,asundertheexistinglaw, to identify several
from whichthetaxpayermustmakethe correctselection.

Underthe newrules,thekeepingof the log book is still a preconditionto using
themethod. However,asa log bookgenerallyonly coversa 12 weekperiod, its
significanceis asa guideforestimatingbusinessuseoverthewholeperiod

throughoutthe incomeyearthat you held thecar.

Theapproachproposedby thisBill differs from thatcontainedin the
Substantiation- ExposureDraftNo. I ofAugust1994. In that draft, the log
bookpercentagewasto beusedin all cases.However,duringconsultationit
becameapparenttheapproachwould causeuncertaintyaboutwhento keepa
newlog bookaswell asrequiringa newlog book to be keptmore frequently
thanis necessary.

Section7-2 Incomeyearsfor which you need to keep a log book

Thissectiontellsyou whenyou needto keepa log book.

Change

Thesectionwill omit a numberof thesituationswhenyou mustkeepa newlog
book. It will replacethemwith a singlerequirementthat you mustkeepa new
log bookeveryfive years.
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Explanation

Broadly,theexisting lawrequiresyou to keepa newlog book if:

• a reasonableestimateof thebusinesspercentageis 10 percentagepointsor
more lowerthanthelog bookpercentage;or

• you useda differentmethodfor claimingyour cardeductionsin the
previousyear;or

• you beganto usethecarto produceassessableincomelessthan 12 weeks
beforetheendof thepreviousyear;or

• your carexpensesclaim wasreducedby theCommissionerin theprevious
year.

Thenewlaw will replacetheserequirementswith a singlerequirementthat you
must keepa newlog book every5 years.

Theonly othercircumstancesinwhich you will needto keepa newlog bookwill
beif theCommissionerdirectsyou to or if you increasethenumberof carsusing
the ‘log book’ method. These2 requirementsarein theexisting law.

Section 7-3 Choosing the 12 weekperiod for a log book

Thissectionwill tell you whena log bookperiodmust start(if appropriate)and
how longyou mustkeepit.

Change

TheBill will omit therestrictionon keepinga log bookwhich overlapstwo
incomeyears.

Explanation

Underthe existinglaw a log bookperiodmust beginandendin the sameincome
year. However,taxpayersoftenacquirenewbusinesscarsat the end ofan
incomeyearandimmediatelystart to keepa log book that overlapsinto the next
incomeyear- with theresultthat theycannotusethat log book.

This is anunnecessaryrestrictionand shouldberemoved.

Section 7-4 How to keep a log book

Thissectiontellsyou thedetailsyou needto enterin a log book.
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1. Change

The sectionwill omit therequirementsthat you:

• signeveryentry in alog book ofabusinessjourney;

• recordthenameofthe driverfor eachjourney;

• recordthenameofthe personwhomadethe entry;and

• recordthedaywhentheentrywasmade.

Explanation

Theseunnecessaryrequirementswill beremoved. Similarrequirementswill be
removedfrom subsection7-4(4)andfrom odometerrecordsin section8-2.

2. Change

Thesectionwill omit theCommissioner’sdiscretionto allow a personto usethe
log bookmethodwithout keepinga log book.

Explanation

In practice this discretionis rarely if ever exercised

3. Change

Thesectionwill omit a specific anti-avoidanceprovisionapplyingto taxpayers
who re-acquirecarswhich theyhad previouslyownedor leased

Explanation

Underthe existinglaw section82KTK preventsataxpayerfrom relying on log
book recordskept in anearlier periodasthebasisfor entitlementto carexpense
deductionswherea carpreviouslyownedor leasedby thetaxpayerhasbeenre-
acquired.

With theadoptionof thenewlog book rules proposedby this Bill, theprovision
is no longernecessary.

Section 10-2 Exception for particular cars used in particular ways
Section10-3 Further miscellaneousexceptions

Thesesectionsidentify thecircumstancesin which certaincarswill beexempt
from therequirementsofthecarexpensesSchedule.
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1. Change

TheBill will clarify that expensesfor carsthatareexemptedfrom the
requirementsofthe carexpensesSchedulemaystill becalculatedusingoneof
the4 methodsin the Scheduleor, instead,underthe normalrulesgoverning
deductions.

Explanation

Theexistinglaw is unclearaboutthe consequencesof owningor leasinga car
that is exemptfrom therequirementsof thecarexpensesSchedule.

Thenormaldeductionrulesgoverningdeductionsaresectionssuchassections
51, 54 etc.

2. Change

TheBill will extendtheexemptionof certaincommercialvehiclesusedonly in
work-relatedtravel, to ignoreprivatetravel thatis minor, infrequentand
irregular.

Explanation

Theexistinglaw exemptscarexpensesto do with taxis, panelvans,utilities and
othercommercialvehicles,providedthatanyprivateuseofthe carconsists
solelyof work-relatedtravel. Thisessentiallymeanstravel to andfrom work.

Thebenefitofthis exemptionwould belost in situationsof veryminorand
infrequentuseof a motorvehiclefor otherprivatepurposes. An examplewould
betheoccasionaluseof a vehicleto removetheowner’sdomesticrubbish.

Section11-1 Definition of ‘car’

This sectiontellsyouthemeaningof theterm‘car’ in thecarexpensesSchedule.

Change

The sectionwill amendthedefinitionof ‘car’ to excludea panelvanor utility
truck designedto carryloadsof 1 tonneor more.

Explanation

A Boardof Reviewdecisionhastheeffectof including in thedefinitionof ‘car’ in
this Schedule,a panelvanor utility truck that is designedto carryloadsof 1
tonneor more. Vehiclesof this kind aremorelikely to beusedprimarily for
commercialpurposesandshouldnot besubjectto theprovisionsof the car
expensesSchedule.
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Theamendmentwill ensurethat, if your expenserelatesto apanelvanor utility
truckof this kind:

• theexpensewill not besubjectto thesubstantiationrulesin new Schedule
2B of theBill; and

• you cannotcalculateyour deductionusinga methodin this Schedule.

Section11-4 Definition of ‘owning a car’

Thesectiontellsyouthemeaningof theterm‘owning acar’, whenit is usedin
thecarexpensesSchedule.

Change

The sectionwill treatyou asowning a car if you hire thecarundera hire-
purchaseagreement.

Explanation

In a recentdecisionof theAdministrativeAppealsTribunal,Case49/94ATC
429, (1994)29 ATR,a personwho hired acarundera hire-purchase
arrangementwastreatedasbeingneithertheownernor thelesseeof thecar. It
hadbeentheCommissioner’spracticethroughouttheIncomeTax Assessment
Act to treatthehirerundersuchan agreementastheowner.
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New rules for substantiation

Schedule2B Substantiation rules

Section1-2 Application

Thissectiontellsyouto which taxpayersthe substantiationrulesSchedule
applies.

Change

Thesectionwill clarify that partnershipswhichincludenaturalpersonsmust
substantiatetravel expenses.

Explanation

This changehasbeenexplainedin thenoteto section1-2 in proposednew
Schedule2A.

Section2-2 Meaning of ‘work expense’

Thissectiontellsyou themeaningof ‘work expenses’,which mustbe
substantiatedunderthis Schedule.

Change

Thesectionwill omit therequirementto substantiateexpenseson amotor
vehiclewhich arenot subjectto therequirementsof Schedule2A.

Explanation

Undertheexistinglaw, somemotorvehicleexpensesdon’t qualify ascar
expenses(and,consequently,deductionscannotbecalculatedusingoneofthe4
statutorymethodsdescribedin thenotesto Schedule2A of this Memorandum).
However,theymay fall within thedefinition ofwork expensesandmustthenbe
substantiated.

Theseexpensesareusuallyon motorcyclesor carstakenon short-termhire.

Sometaxpayersmaynot realisethatanexpensewhichfalls outsidethecar
expensesschedulemaystill needtobe substantiated.Alternatively, a taxpayer
who incorrectlyusesthe ‘centsperkilometre’ or ‘12% of original value’method
for whatarereallywork expenseswill be undera misapprehensionthat
substantiationis notrequired. Thiscould leadto thelossof all deductionsfor
theexpenses.

Detaileddiscussionofchanges
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In orderto avoid this confusion,theBill will notrequireexpensesonmotor
vehiclesto be substantiatedunlesstheyarecarexpensescoveredby Schedule
2A.

Theonly exceptionsto this changewill be:

• expensesincurredon motorvehiclesusedin producingyour salaryor
wagesoutsideAustralia; and

• ataxi fareor similar expense.

Section2-3 Gettingwritten evidence

This sectiontells you thatto deductawork expenseyouneedto get written
evidenceand,if your expenseisfor certaintravel, to keeptravel records.

Change

Thesectionwill removetherequirementthatyou mustkeepatravel diary:

• for short-termoverseastravel; and

• for all short-termdomestictravel coveredby a travelallowance.

Explanation

Thechangewill maketherulesaboutkeepingtravel recordsthesamefor all
short-termtravel

Section2-5 Exception for small total of expenses

This sectiontells you aboutanexceptiontothe requirementto substantiatethat
is availableif thework expensesyou wantto deducttotal$300 or less.

Change

Thesectionwill effectivelywidenaccessto theexceptionby excludingcar
expensesfrom theexpensesthatmustbeaggregatedto determineif theyexceed
the$300limit.

Explanation

Theexistinglaw freesyou from therequirementto substantiateif thework

expenses,andsomecarexpensesyou wantto claim don’t total morethan$300.

TheBill will excludecarexpensesfrom theexception,for 2 reasons:

• first, taxpayersoftencannottakeadvantageof thisexceptionbecausetheir
carexpenses,whenaddedto their work expenses,takethemoverthe limit.
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By excludingcarexpenses,it shouldallow moretaxpayersto take
advantageof the$300limit.

• second,to removethe inconsistencyofthe existinglawwhich excludes
from the$300 limit carexpenseswhereyou usethe‘centsperkilometre’
methodandthe ‘12%of originalvalue’ method,butnotwhereyouusethe
‘log book’ or ‘one-thirdof actualexpenses’method.

Section2-6 Exception for laundry expensesbelow a certain limit

This sectiontellsyou aboutanexceptionto therequirementto substantiatework
expensesfor certainofyour laundryexpenses.

Change

The sectionwill allowyou to deductup to $150 ofyour laundryexpenses
without gettingwritten evidenceof them.

Explanation

The existinglaw requiresyou to substantiateall ofyour domesticlaundry
expenses.Thismeans:

• you mustkeepreceiptsfor your electricity,water,washingpowderand
othercosts;and

• you mustcalculatehow mucheachwashcostsandhow manywashesper
yearinvolvethewashingof deductibleclothing.

Theserequirementsareonerousfor the 3.5million taxpayerswho claim laundry
expensesfordeductibleclothing. By allowing anexemptionfor claimsof $150
or less,mosttaxpayersshouldbefreedfromthe requirementto substantiate
laundryexpenses.

If you wish to claimmorethan $150of laundryexpenses,thenthefull amountof
the expensesmustbesubstantiated.

It is importantto notethat laundryexpensesareincludedin the work expenses
thatmustbetakeninto accountwhendeterminingif theexemptionfor work
expenseclaimsof $300or less applies(seenotesto section2-5). Therefore,if
you have$250of work expensesand$140of laundryexpenses:

• you mustsubstantiatethe $250 ofwork expenses,becauseyour totalwork
expenses(including laundryexpenses)total $390;

• you do nothaveto substantiateyour laundryexpenses,becausetheytotal
lessthan$150.
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Additionally, thechangeis not intendedto give to all taxpayersa deductionof
$150for launderingtheirclothes. It appliesonlyto thosetaxpayerswho are
entitledto deductexpensesforwashingtheir work clothing.

Section2-8 Exception for domestic travel allowanceexpenses
Section2-9 Exception for overseastravel allowanceexpenses
Section2-10 Exception for reasonableovertime mealallowance

Thesesectionsset out thecircumstancesinwhich you may beexemptfrom some
of thesubstantiationrequirementsfor expensescoveredby atravelor overtime
meal allowance.

Change

The sectionwill widenthe existingexemptionsby removingtheconditionsthat:

• you havenot incurredexpensesabovethe amountof your allowance;

• you havenot receivedanallowancethat ismore thantheCommissioner
considersreasonable.

Explanation

Broadly,underthe currentlawyou are exemptedfrom certainsubstantiation
requirementsif:

(a) you receivea travel or overtimemealallowance;and

(b) theCommissionerconsiderstheamountof theallowanceis reasonable;and

(c) theamountsof theexpensesyou incur, andclaim, do not exceedthe
amountoftheallowance.

If you receivemorethana reasonableallowance,or spendmore, thenyou are
precludedfrom relying on theexceptions- evenif you limit your claim to the
amountof a reasonableallowance. This restrictionis unnecessary,providedthat
you do not claim morethana reasonableamount.

Therestrictionwill beremoved.

If you claim morethana reasonableamount,you will needto substantiateall of
the expenses.

Division 4 Substantiating businesstravel expenses

ThisDivision tellsyou whatyou needto do to substantiateabusinesstravel
expense.
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Change

TheDivision will omit therequirementthat travel records(i.e. a travel diary)
mustbekept for short-termoverseastravel.

Change

TheBill will standardisetherecordkeepingrequirementsfor bothbusinessand
non-businesstravelby requiringwritten evidence(e.g.receipts)to be kept for
domesticshort-termtravel.

Explanation

Thesechangesaredesignedto standardisethediffering requirementsfor
substantiatingtravelexpenses.

Undertheexistinglaw, written evidenceor a travel diary (or both)maybe
required,dependingon:

• whetheryou are awageor salaryearneror abusinessperson;

• whetheryour travelis in Australiaor overseas;

• whetheryou receivea travelallowance;

• thedurationof thetravel.

Table1 summarisestherulesof theexistinglaw.

Table1. Substantiationunderexistinglaw

Nature of travel Salary/wageearner Businessperson

Domestic
1-5 nights

Written evidence Nothing

International
1-5 nights

Writtenevidenceand
traveldiary

Writtenevidenceand
travel diary

Domestic
6 nightsor more

Writtenevidenceand
traveldiary

Writtenevidenceand
travel diary

International
6 nights or more

Written evidenceand
travel diary

Writtenevidenceand
traveldiary

Additionally, you mustkeepa traveldiary if you receiveatravel allowance. The
differing requirementsbetweendomesticand overseastravelhavebeencriticised.
Thechangeswill standardisethem,as shownin Table2.
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1-5nights Writtenevidence

6 nightsor more Writtenevidenceand
travel diary

Oneminor differenceremains. If thetravel isfor lessthan I night, thesalaryand
wageearnermustkeepwritten evidence,but thebusinesspersonneednot.

Section5-3 Time limits

This sectiontells youwhenyou needto getwritten evidenceof anexpense.

Change

The sectionwill extendthetime allowedfor you to obtainwritten evidenceof an

expense.
Explanation

Theexistinglaw requireswritten evidenceto be obtainedassoonaspossible
aftertheexpensehasbeenincurred. In practicalterms,it shouldbe enoughthat
you haveyour evidenceatthetimethat you claim a deduction.

However,therewill also besituations(usuallytowardstheendof a financial
year)whereyouhavejustincurredanexpensebut haven’treceivedthewritten
evidence. In situationslike this, if you havegood reasonto expectthatyou will
get thewritten evidencewithin a reasonabletime, you canclaimtheexpense
beforehand

Section5-4 Written evidencefrom supplier
Section5-5 Written evidenceofdepreciation expense

Thesesectionsset outthewritten evidenceyou mustget fromthesupplierof

propertyor services.

1. Change

Thesesectionswill relaxthe rulesabouttheform of thewritten evidencethe
suppliermustgive you.

TaxLawImprovement(Substantiation)Bill 1994

Table2: Substantiationunderproposednewlaw

Nature of travel Requirementsfor all
(domesticand international) travellers
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Explanation

Undertheexistinglaw youneed,in mostcases,to getyour written evidencein
theform of areceipt,invoice or similar document. In limited situations,you may
obtaintheevidencefrom thesupplierin anotherform. For example,if the
supplierdoesn’tusuallyprovidedetailedreceipts,thesuppliermay providethe
details requiredin theform of a written statement.

The limitationsonthe form ofthesupplier’sdocumentationareunnecessaryand
confusing.

Underthenewlaw, providedthedocumentationcontainsthedetails requiredby
thelaw, it canbe inany form.

2. Change

Section5-4 will extendtherangeof written evidencethatcanbe reliedonto

showwhenanexpensewaspaid.
Explanation

Writtenevidence,underboththe existinglaw andtheproposednewlaw, must
specifythedateon which anexpensewasincurred.

Sometimestheonly documentyou receivefrom asupplieris aninvoice - which
providesall the requireddetailsexceptwhentheexpensewasincurredor paid.
Thereis nothingin thelaw whichallowsyou to produceotherevidenceof
paymentif the supplierdoesnot.

Thesesectionswill allowyou to rely on abank statementor other reasonable,
independentevidenceto showwhenanexpensewaspaid.

3. Change

Thesesectionswill allow you to annotatea document(e.g.a receipt)from a
supplierthatdoesnot identify thenatureof thepropertyor servicessupplied.

Explanation

Theexistinglaw requiresthe supplierto identify thenatureof goodsor services
supplied. If the supplierdoesnot, you can’taddthedetailsyourselfbutmustask
the supplierto do so.

Thisis anunnecessaryrestriction.
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Section5-6 Evidenceof small expenses
Section5-7 Evidenceof expensesconsideredotherwise too hard to

substantiate
Thesesectionstell you whenyou canuseyour own recordsto substantiatean

expenseratherthangettingwritten evidencefrom a supplier.

Change

Thesesectionswill omit therequirementthatyoumust signeachentryfor an
expensecoveredby thesesections.

Explanation

The requirementin theexistinglaw is unnecessary.

Section5-8 Evidenceon agroupcertificate
Thissectionallows you to useyour groupcertificateaswritten evidenceof the

natureandamountof awork expense(if that informationis shownon it).

Change

Thesectionwill widentherangeof written evidenceyou canrely on to
substantiatea work expense.

Explanation

Thechangearisesfrom situationswhereuniondues(and similarpayments)are
paidby a deductionfromyour salaryor wages. If your employermakesanote
on your groupcertificateof theamountdeducted,it hasbeenthepracticeof the
Commissionerto acceptthatassufficientevidenceof theexpense.

Thispracticewill now beformalisedin the law.

Section6-2 Recording activitiesin travel records

This sectiontells you thedetailsyou mustrecordin atravel record.

Change

The sectionwill omit the requirementthatyou mustrecordthedateon which

eachentryis made
Explanation

Therequirementis unnecessary.
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Division 7 Retaining and producing records

ThisDivision tellsyou how longyou needto keepthewritten evidenceandother
recordsrequiredto substantiateexpenses.

Change

TheDivision will adopta uniform periodof five yearsduringwhich
substantiationdocumentsneedto beretained.

Explanation

Undertheexistinglaw, documentsmustbekept for:

• threeanda halfyears,for expensesincurredin earningwagesor salary;

• sevenyears,forotherexpenses.

This canbecontrastedwith thefive yearretentionperiodfor businessgenerally.

As a returnmaybeamendedby a taxpayeror the Commissioneranytimeup to
four yearsafterthetax is dueand payable,adoptinga five year standardperiod is
appropriate.

Section 8-1 Commissioner’sdiscretion to review failure to
substantiate

This sectionallows theCommissionerto grant relief fromthe substantiation
requirementsin certaincircumstances.

Change

Thesectionwill widenthecircumstancesin which theCommissionercan
exercisethediscretionto grantrelief from a failureto substantiate.

Explanation

Theexistinglaw authorisestheCommissionerto allow a deductioneventhough
the substantiationruleshaven’tbeenfollowed, if theCommissioneris satisfied:

• that you incurredthe expense;and

• that it would beunreasonableto denyyou theclaim.

TheCommissionermustconsidertheextentto which you attemptedto follow
the rulesandwhetheranyfailureto do sowasdeliberate.

Thenewlaw will simply requiretheCommissionerto besatisfiedthat the
expensewas incurredbasedon thenatureandqualityofyour evidence.
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Section 8-2 Reasonableexpectationthat substantiation would not be
required

This sectionprovidesrelief from the substantiationrulesif you hada reasonable
expectationthatyou wouldn’t needto substantiateyour expenses.

Change

The sectionwill removetherestrictionsonwhenthis provisioncanapply.

Explanation

The existinglaw containsa numberof restrictionson whenthe sectioncanapply.
Forexample:

• you musthaveexpectedto becoveredby the $300exceptionin Schedule
2B; and

• the Commissionermustbesatisfiedthat anunforeseen,special
circumstancearoseto preventyou taking advantageof thatexception.

Theserestrictionsareunnecessary.

Consequentialamendments

Theconsequentialamendmentsof theIncomeTaxAssessmentAct andother
Commonwealthlegislationmakethechangesnecessaryto reflecttherestructuring,
rewritingandrenumberingofthesubstantiationprovisions. Theydo notmake
substantivechangesto theActs theyamend.

TheBill alsoproposestherepealof section223A of theIncomeTaxAssessmentAct.
That sectionimposesadditional tax if you overestimatethe businessusepercentageof
a motorvehiclefor thepurposesof the ‘log book’ methodfor calculatingcarexpenses
deductions.

Thissectionisno longerrequired. Underthe newself-assessmentpenaltyregime
introducedby the TaxationLawsAmendment(SelfAssessment)Act 1992,
a specificpenaltyappliesif thereis atax shortfall andthe shortfall is causedby a failure
to takereasonablecare,recklessness,or anintentionaldisregardof the law.

Theseprovisionsadequatelydealwith casescurrentlycoveredby section223A.
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Impact of Changes

This tableoutlinesthe impact,if any, thatthe changesin theBill will haveon reported
casesonthe existingsubstantiationprovisions

Case1 Subject Impact

Hire-purchaserof acar wasnot
treatedasthe ownerof acarfor
the purposesof substantiation.

Theextendeddefinition of “owningacar”
will include hire-purchase.A hire-
purchaserwill nowbeableto usethefour
methodsof deductingcarexpenses.

1With theexceptionofFCTvEdwardsall of theabovecasesaredecisionsof theAAT. Edwards’ case
wasdecidedby theFederalCourt.

Case W124
89 ATC 975
AATCase5501
(1989)21 ATR
3037

Knownas‘The Evangelist’scase’.
Keepingdocumentaiyevidenceof
expenses,signingexpensediaries
andlog book records.

Thetermsof s.82KZAA, insertedafter
thiscase,havebeenaltered. The
Commissionerneedonly besatisfiedthat
you incurredanexpenseandthatyou are
entitled to deductthe amountclaimed.
Notealso, thesigningrequirementshave
beenreduced.

Case Y43
91 ATC 412
AA TCase 7273
(1991)22 ATR~
3402

Nodeductionforcarexpensesof a
carprovidedfor exclusiveuseof
anemployee- s.51AF.

Sofar asthis caseconsideredthemeaning
of car expenseasdefinedin
subs.82KT(1),it remainsrelevanttothe
definitionof carexpensein s.11-2of
Schedule2A.

CaseZ12
92 ATC 163
AATCase7784
(1992)23ATR
1090

Overseastravelexpenses- lackof
documentaryevidence.

~

None.

~
~

CaseZ42
92 ATC 381
AATCase8419
(1992)24 ATR

- 1183

Journalist- failure to keepdiary re
travelexpenses,standardof
documentaryevidencefor certain
employment-relatedexpenses.

None.
~

Case 1/93
93 ATC 101
AAT Case8387
(1993)24 ATR
1183

Truck driver- mealandtravel
expenseslimited to allowance,

-

Thechangesto thereasonabletravel
allowanceexemptionwould alterthe
outcomeof acaseof this kind. Thetruck
driverwill beableto claimup to the
amountof thereasonableamountwithout
evidenceof theexpense.

FCTv. Edwards
93 ATC 5162
(1993)27ATh 293

Deductibilityof certainexpenses
onpurchasingandmaintaining
conventionalclothing.

None.

Case49/94
94 ATC 429
to bepublishedin
(1994)29 ATR
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Date of effect of the new laws

Thebenefitsofthenewlaw are to be availablein the1994-95 incomeyear.

To achievethis, thenewruleswill apply to expensesincurredon or after 1 July
1994. Theold lawwill applyonly to expensesincurredbeforethat date,but with
oneexception.

As thenew law will be partlybackdated,specialprovisionswill applyso that
taxpayersarenot disadvantagedduring theperiodthelaw is backdated.

Special transitional provisions - general

If, in the1994-95incomeyear,thenewlaw would:

• denyadeductionallowableundertheold law; or

• allowalesserdeductionthanwould beallowableundertheold law;

thenyou candeducttheamountallowableundertheold law.

Specialtransitionalprovisions- calculating car expense deductions

Log booksproperly keptundertheold law will betreatedaskeptunderthenew
law. For example,if you kept alog book in 1992-3,thenunderthenew law’s 5
yearcyclefor keepinglog books,you shouldn’thaveto keepanew oneuntil

1997-8.

If you wouldberequiredby thenewlaw to keepanewlog book in 1994-5by

the5 yearrule, thatobligationwill bedeferreduntil 1995-6.

However, if you receivedanoticefrom theCommissionerundertheold law

directingyou to keepalogbook in 1994-5, you will still berequiredto keepthat
log book in 1994-5.
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FindingTables

Chapter 4

Finding Tables

Thepurposeof thesetablesis to provideaquick checkfor
locatingwhereprovisionsin thenew law aredealtwith in
theold law andviceversa.

Thetablesmatchprovisionsin thenew lawwith their
equivalentprovisionin theold law.
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. Finding Tables

Finding Table 1 - New Law to Old Law

New provision Old provision Notes

Schedule2A

1-1 Readerhelp
1-2 82KT(1)definition taxpayer
1- Readerhelp
2- 82KY(l), (2), (3)
3-~ Readerhelp
3-2(1) 82KX(l)(a) 82KX(l)(b) Not reproduced
3-2(2) Rule change
3-2(3) 82KX(l) Rule change
3-3 (59AAA) 82KY(6)and(7)
3-4 Readerhelp
4-1 Readerhelp
4-2(1) 82KW(3)(a)
4-2(2) 82KW(4)
4-2(3) 82KW(3)(b)
4-3(1) 82KW(1)
4-3(2) 82KW(l) Rulechange
4-4(59AAA) 82KY(6) and(7)
4-5 Readerhelp
5-1 Readerhelp
5-2 82KW(2)(a)
5-3(1) 82KW(l)
5-3(2) 82KW(l) Rulechange
5 4 82KW(2)(b) (ba)
6-1 Readerhelp
6-2(1) cf. 82K1.JD Rule change
6-2(2) 82KT(6)anddefinitionof

exclusivebusinessuse
6-2(3) cf82KT(l) definitionof Rulechange

nominatedbusinesspercentage
andrelateddefinitions

6-2(4),(5) cf82KT(l) definition of Rulechange
nominatedbUsinesspercentage

6-3 82KUA
6-4(1) 82KUA
6-4(2) 82KUB, 82KUC Rule change
6-4(3) 82KUB, 82KUC Rule change
6-4(4) 82KUB, 82KUC, 82KTBA, Rule change

82KTC 82KTh
-4(5) 82KZA(l)(b)

7-1 Readerhelp
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Newprovision Old provision Notes

7-2(1) 82KTG(a)
7-2(2) Rule change
7-2(3) 82KTG(h)
7-2(4) 82KTG(d)
7-2(5)~ 82KTJ
7-2(6) 82KTG(b)
7-3(1) 82KT(1) definitionof applicable

log bookperiod

7-3(2) cf. 82KT(1) definitionof Rulechange
applicablelog bookperiod

7-3(3) 82KT(1) definitionof applicable
log bookperiod

7-4(1) cf82KTE Readerhelp

7-4(2) 82KT(1) definition of log book Rule change(signing)
records

7-4(3) 82KT(2)

7-4(4) 82KUB & 82KT(l) definitionof Rule change
odometerrecords

7-4(5) 82KT(1) definitionof log book
recordsandodometerrecords

7-5 82KTJ
8-1 Readerhelp
8-2 82KT(1)definitionof odometer

records,82KTD, 82KTJ
9-1 Readerhelp
9-2 82K2A, 82KT(1)definition of Rulechange

retentionperiod
9-3 82K2A, 82KT(1) definition of Rule change(subsection(2))

retentionperiod
10-1 Readerhelp
10-2(1),(2) Noequivalent- insertedfor clarity
10-2(3)
Item 1 82KV(4) Rule change(column3, para.(e))
Item2 82KV(5)(a)
Item3 82KV(5)(b)
Item4 S2KV(5)(c)

10-3(1)and(2) Noequivalent- insertedfor clarity
10-3(3)(a) 82KV(3)(aa)
10-3(3)(b) 82KV(3)(b)
l0-3(3)(c) 82KV(3)(c)
10-4 82KZBA
11-1 82KT(l) definitionofcar Rulechange
11-2 82KT(l) definition ofcar

expenses
11-3 82KTA(1)
11-4 Rule change
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Newprovision Old provision Notes

Schedule2B

1-1 82KT(l) definition of taxpayer
1-2 No equivalent - Readerhelp
2-1 No equivalent - Readerhelp
2-2(1) 82KT(1) definition ofemployment

relatedexpense

2-2(2) 82KT(1)definition ofeligible
expense

2-2(3) 82KT(l) definitionof travel
allowance

2-2(4) 82KT(l) definitionofeligible
expense

2-2(5) 82KT(l) definitionofmeal
allowance

2-2(6) cf. 82KT(1)definitionof
employmentrelatedexpenseand
carexpense

Rule change

2-2(7) 82KT(1) definitionofemployment
relatedexpense

2-2(8) 82KT(6)
2-2(9) 82KT(1) definition of salaryor

wages,employer,employee

2-3(1) 82KZ(1)
2-3(2) 82KZ(2)and82KT(1) definition Rulechangeincorporated

oftravelexpense

2-3(3) 82K2(6)
2-3(4) 82KZ(l)
2-4 82KT(I) definitionofretention

period,82K2A(l)
Rulechange

2-5 82K2B Rulechange
2-6 Rule change
2-7 S2KZBA
2-8 82KZ(4) Rulechange
2-9 82KZ(5) Rulechange
2-10 82KZ(4) Rulechange
2-11 82KZ(6)
3-1 Readerhelp
3-2(1) 82KUA, 82KW(2)(b), (ba)
3-2(2) 82KW(2)(b)
3-2(3) 82KUA(a)
3-3 82KT(l) definition ofretention

period, 82K2A(l)
4-1

-

Readerhelp
4-2(1) Newdefinition
4-2(2) 82KT(1) definitionof travel

expense
Rulechange

4-2(3) Noequivalent
4-2(4) Noequivalent
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4ewprovision Old provision Notes

-2(5) 82KT(1)definitionof travel Rule change
expenseandcar expense

-2(6) 82KT(6)
-2(7) 82KT(1)definitionof salary or

wages
-3(1) 82KZ(1)

4-3(2) 82KZ(2) Rule change
4-3(3) 82K2(1)
4-4 82KT(1) definitionof retention

period,82KZA(l)
5-1 Readerhelp
5-2 Readerhelp
5-3 Rulechange
5-4(1), (2) 82KU(1), (3), (4) and(5) Rulechangeincorporated
5-4(3) Rule changes
-4(4) 82KU(1)
-5(1), (2) 82KU(2) and(9)
-5(3) Rule change
-5(4) Signpost
-5(5) 82KU(2)
-6(1) 82KU(6) PartlyReaderhelp
-6(2) S2KU(7)
-6(3) 82KU(6)(a)(i), (b) Rule change
-6(4) 82KU(6)(a)(ii),(b) Rulechange

5-6(5) 82KU(6)(a)
5-7 82KU(8)
5-8 Rule change
6-1 Readerhelp
6-2 82KZ(2) Rulechanges
6-3 S2KZ(3)
7-1 Readerhelp
7-2 82KT(1) definition of retention

period- para(b)(ii)
7-3 82K.ZA(2)
7-4 82KZA(3)
7-5(1) 82K.ZA(3)
7-5(2) 82KZA(4)
8-1 82KZAA, 82KU(10)
8-2 82KZBB
8-3(1) 82KZA(5)
8-3(2) e.g. 82K.ZA(5)(d) Readerhelp
8-3(3) 82KZA(6A), (7)
8-3(4)-(7) 82KZA(6)
9-1 Readerhelp
9-2 82KZBA
9-3(1) 82KT(1) definitionof eligible

transportpayment

9-3(2) 82KT(1) definitionof transport
allowancepayment
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Newprovision Old provision Notes

9-3(3) 82KT(1) definition of industrial
instrument

9-3(4) 82KT(1)definition of transport
expense

9-4 82KT(1A)
9-5 82KT(1A)
9-6 82KT(1)definition of eligible

transportpayment

9-7 82KZBA(2) and(3)
9-8 82KZBA(l)(d)
9-9 82KZBA(1)(e)

44



Finding Tables

Finding Table2 - Old Law to New Law

Old Provisions New
Provisions

Rule! Drafting
Change

Explanation

S2KT(1)-

applicablelog book
period

7-3 (2A) Rule & drafting Log book maynow overlaptwo
incomeyears.

car 11-3 (2A) Rule Panelvansandutilities over1
tonneexcluded

car expense 11-4 (2A) Drafting

car expense
reimbursementpayment

Noequivalent Drafting This term is no longerdefined
but therelevantreferenceto
reimbursementof carexpenses
still appearsin par.9-3(2)(b)

car records No equivalent Drafting This term,whichwasusedto
describeall therecordsthatwere
requiredto bekept for thelog
book method,is no longerused.

depreciation No equivalent Drafting

elect Noequivalent Drafting Thedefinitionof electwasa
formal draftingmechanism
which is no longerrequired.

eligible expense cf. 2-2(4),
2-2(2)and
incorporated
into 9-2 (2B)

Drafting This termis no longerused,but
its effectis retainedin
definitionsof mealallowance
expense,travelallowance
expenseanddeductingan
expenserelatedto anaward
transportpayment.

eligible transport
payment

9-3 (2B)

employee 2-2(9) (2B)

employer 2-2(9) (2B)

employmentrelated
expense

2-2(2B) Drafting

exclusivebusinessuse
deduction

6-2(2) (2A)
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Old Provisions New
Provisions

Rule/Drafting
Change

Explanation

expense No equivalent Drafting Thedefinition wasaformal
draftingmechanismwhich is no
longerrequired.

industrial instrument 9-3 &
cf. 2-10(b)(2B)

Drafting

logbook car No equivalent. Drafting Thedefinitionwasaformal
draftingmechanismwhich is no
longerrequired.

logbook records Noequivalent. Drafting Therecordscoveredby the
definitionarestill required,but
theformaldraftingmechanism
is no longerrequired.

longtermlogbook car Noequivalent. Rule This termwas requiredin
relationto establishingwhich
percentageshouldbeusedin the
log book method. Becausethe
methodhasbeensimplified, the
termis no longernecessary.

low businesskilometre
car

No equivalent. Rule This termwasrequiredin
relationto establishingwhich
percentageshouldbe usedin the
log book method. Becausethe
methodhasbeensimplified, the
termis no longernecessary.

mealallowance 2-2(5) (2B)

motorvehicle No equivalent Drafting Although no longerspecifically
defined,theeffect is retainedby
incorporatingtherelevantwords
into thedefinitionof “car” in 11-
1 (2A) andalsoin 2-2 (2B).

nominatedbusiness
percentage

Noequivalent Rule Functionperformedby this term
is nowdoneby “businessuse
percentage”.Themechanism
forachievingthepercentageis
different.

odometerrecords Division 8,
Schedule2A

Drafting Rulechangein thattheyarenow
requiredin everyyearyou use
thelogbook method,including
thelogbookyear.

outgoing Noequivalent Drafting Thedefinitionwasaformal
draftingmechanismwhich is no
longerrequired.
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Old Provisions New
Provisions

Rule!Drafting
Change

Explanation

overtimemealallowance 2-10 (2B)

person Noequivalent Drafting Thetermwasdefinedto ensure
that a partnership which
suppliedgoodsorservicescame
within thedocumentary
evidencerules. Theequivalent
provisionnow refersto
suppliers.

retentionperiod Division 9 of
Schedule2A,
2-4, 3-5, 4-4
andDivision 7
of Schedule2B

Drafting Recordretentionperiodhasbeen
placedin therecordkeeping
provisions.

salaryorwages 2-2(9) (2B)

substantiationsections No equivalent Drafting Thedefinition wasaformal
draftingmechanismwhichis no
longerrequired.

taxpayer Noequivalent Drafting & rule Thefunctionservedby this
definition is nowcoveredby the
applicationsections- 1-2 (2A),
1-1 (2B).

transportallowance
payment

Noequivalent Drafting Theeffectof thedefinition is
nowincorporatedin subsections
9-3(1) & (2).

transportexpense 9-3 (2B)

travelallowance 2-2(3) (2B)

traveldiary No equivalent Drafting
~

This definitionmerelygavethe
recordrequiredby subs.82KZ(2)
thenametraveldiary. The
redraftreferstotravel records
whicharedefinedin Division 6
of Schedule2B.

travelexpense cf. 2-2(2) &
4-2(2) (2B)

Drafting& rule Thedefinition is differentfor
businessindividuals.

underlyingbusiness
percentage

cf. definition of
businessuse
percentagein
6-2(3) (2A)

Rule Themanystepsthatataxpayer
hadto go throughto reachthe
deductiblepercentagehavebeen
omitted. As suchthis definition
is no longerrequired.
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Old Provisions New
Provisions

Rule! Drafting
Change

Explanation

S2KT(1A) eligible
transportpayment

9-4, 9-5 (2B) Drafting

82KT(2) 2/morejourneys
perday

7-4(3) (2A)

82KT(3) timing of
depreciationexpense

No equivalent Drafting Thesubsectionwasaformal
draftingmechanismwhich is no
longerrequired.

82KT(4) producing
assessableincomedefined

Noequivalent Drafting Thesubsectionwasaformal
draftingmechanismwhich is no
longerrequired.

82KT(5) businessof a
particularkind

No equivalent Drafting Thesubsectionwasaformal
draftingmechanismwhich is no
longerrequired.

82KT(5A) applicationof
sS2KUD

Noequivalent Drafting Thesubsectionwasaformal
draftingmechanismwhichis no
longerrequired.

82KT(6) deductibilityof
expenses

1-2 Overallkey
principle,and
key principles4
& 5 (2A),
2-1, 4-1, 9-1
(2B)

Drafting Referencesareto keyprinciples.
Thedeductibility point is also
restatedin main provisionssuch
as5-2, 6-2of Schedule2A, and
2-2(8), 4~2(6)ofSchedule2B.

82KTAA eligible
expenses- transport
expenses

No equivalent Drafting Theeffectof this provisionis
incorporatedin 9-2(1)(b).

82KTA held 1 1-4(2A)

82KTB holdingperiodof
motorvehicle

No equivalent Drafting Thesubsectionwasaformal
draftingmechanismwhich is no
longerrequired.

82KTBA, S2KTCtiming
for completionofcar
records

6-4(4) (2A) Drafting

82KTC omissionof detail
from carrecords

6-4(4) (2A) Drafting

82KTh omissionof detail
from odometerrecords

6-4(4) (2A) Drafting
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Old Provisions New
Provisions

Rule! Drafting
Change

Explanation

82KTh unsignedor false
entriesin carlog books

No equivalent
cf7-4(4)(d)
(2A)

Rule& drafting Signingrequirementshavebeen
dropped,so thataspectof
provision is unnecessary.

82KTF reasonable
estimateof underlying
businesspercentage

No equivalent
cf6-2 (2A)

Rule Comparewith thebusinessuse
percentageusedunderthenew
log bookmethod.

82KTG log bookyearof
income

7-2 (2A) Rule

82KTH business
percentageestablished
duringapplicablelog
bookperiod

Noequivalent
cf7-4(4)(d)
(2A)

Rule Comparewith thebusinessuse
percentageusedunderthenew
logbook method.

82KTJ replacementcars 7-5 (2A) Drafting

82KTK reacquisitionof
cars

Noequivalent Rule This provision is essentiallyan
anti-avoidanceprovisionwhich
hasbeenomitted.

S2KU(l) documentary
evidence- non-
depreciationexpense

5-4 (2B)

82KU(2) documentary
evidence- depreciation
expense

5-5 (2B)

82KU(3) statementor
certificate

5-4, 5-5 (2B) Rule

82KU(4) statementor
certificate

5-4, 5-5 (2B) Rule

82KU(5) statementor
certificate

5-4 (2B) Rule

82KU(6)
undocumentableexpenses

5-6, 5-7 (2B)

82KU(7) $10/$200rule 5-6, 5-7 (2B)

82KU(8) deemed
undocumentableexpense

5-6,5-7 (2B)

82KU(9) & (10)
documentaryevidenceof
depreciationexpenses

5-5, 8-1 (2B) Drafting
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Old Provisions New
Provisions

Rule! Drafting
Change

Explanation

82KUA no deductionsfor
carexpensesunless
documentaryevidence

6-3, 6-4(2A)
3-2 (2B)

82KUB, 82KUCno
deductionsfor logbook
methodunlessrecords
kept

cf. Division 6of
Schedule2A

Rule

82KUD deductionusing
logbook method

cf. Division 6of
Schedule2A

Rule

82KUEpercentage
reducedif exceedslog
book or reasonable
estimate

cf. Division 6of
Schedule2A

.

Rule

82KV exemptionsfrom
logbook method

10-2, 10-3 (2A)

82KW 12%and1/3
methods

Divisions4& 5
of Schedule2A

Drafting & rule

82KXcentsperkm
method

Division 3 of
Schedule2A

Drafting & rule

82KYelections 2-1 (2A) Drafting& rule Rulechangerelatesmainly to
theneedto updatetheprovisions
to reflectself-assessment.

82KY(4),(5)expenses
incurredby taxpayer

Omitted Rule Essentiallyavoidanceprovisions
whichareno longerappropriate.

82KY(6) depreciation 3-3, 4-4of
Schedule2A &
59AAA

82KZ(l) no deductionfor
non-carexpensesunless
documentaryevidence

2-3, 4-3 (2B)

82K.Z(2) and(3) travel
diaries

2-3, 4-3, 6-2,
6-3 (2B)

82KZ(4)reasonable
allowances

2-8, 2-10 (2B) Rule

82KZ(5) reasonable
overseastravelallowance

2-9 (2B) Rule
~
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Finding Tables

Old Provisions New
Provisions

Rule! Drafting
Change

Explanation

82KZ(6) international
flightcrew

2-11 (2B)

S2KZA(1) retentionof
records

6-4(5) &
Division 9 of
Schedule2A
2 4, 3-3, 4-4,
Division 7 of
Schedule2B

82KZA(2) noticeto
produce

7-3 (2B)

82KZA(3) non-
compliancewith notice

7-4, 7-5 (2B)

82KZA(4) not anoffence 7-5 (2B)

82KZA(5)-(7) lostor
destroyed

8-3 (2B)

82KZA(7A)-(7B) records
for current year

Drafting

82KZAA discretion 8-1 (2B) Rule

82KZB $300exemption 2-5 (2B) Rule

82KZBA eligible
transportpayments

Division 9of
Schedule2B

S2KZBB reasonable
failure tomeet
requirements

8-2 (2B) Rule
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