
  

  
  

The log book approach to the operating costs
method is generally the most tax advantageous
provided the business use of your vehicle is
substantial. Operating costs included in the
calculation of work-related deductions will be
determined by whether the car is owned
outright or whether it is subject to a finance
arrangement. Possible inclusions in operating
costs are discussed below: 

1. Interest 
If the vehicle is subject to a hire purchase 
arrangement, you are entitled to include the 
interest component of your monthly hire 
purchase repayments in your operating costs. 

If you use your vehicle in the course of your employment, there are four methods for calculating work-
related car deductions. These are listed below ranked in order of complexity and substantiation
requirements: 

Method 
Cents per 
Kilometre 

Description 
Number of business kilometres you travel throughout the 
year is multiplied by a set rate determined by the ATO. 
The set rate is designed to capture the types of car 
expenses, including depreciation, you incur throughout 
the year. This claim is limited to the first 5,000 business 
kilometres travelled 
Provided annualised business kilometres exceed 5,000km 
you may claim 12% of the cost of your vehicle each year 

Substantiation Requirements 
None 

12% of Cost of 
Vehicle 

Proof that annualised 
business kilometres exceed 

as a work-related motor vehicle deduction. The cost base 5,000km 
used is limited to the applicable depreciation cost limit Purchase contract for 

vehicle 
Evidence of running 
expenses incurred 

One-Third 
Operating 
Costs 
Log Book 

If business use if not known, 1/3 of all running costs 
incurred throughout the year, including depreciation, are 
claimed 
As per one-third operating costs method, however 
business use percentage per log book determines the 
pro-rata claim 

Evidence of running 
expenses incurred + log 
book 

It is important to note that travelling between home

home is your place as business. 
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2. Running Costs

You are entitled to include all running costs in
your operating costs. Running costs include
petrol, registration, insurance, repairs, and
maintenance costs. You can estimate petrol costs
provided certain criteria are met.

3. Depreciation

If the vehicle is owned outright or subject to a
hire purchase arrangement, you are entitled to
include depreciation in your operating costs. It is
worth noting that the cost price limit caps the
total depreciation you can claim. For the year
ended 30 June 2014, the cost price limit as
$57,466. Therefore if you acquire a vehicle for
$70,000 during the year ended 30 June 2014, you
will only ever be able to include $57,466 of the
total $70,000 cost price in your operating costs
over the life of the vehicle.
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What Next?
If you use your car for work-related
purposes, contact your manager or partner
at Enspira Financial to discuss how you can
maximise your tax deductions. 


