Miscellaneous Tax Related Rates 1998/99

PRESCRIBED RATES PER KILOMETRE FOR MOTOR VEHICLE EXPENSE CLAIMS

 The prescribed rates for  1997/98*  are as follows.    

For ordinary
For rotarydriven
Rate(cents/km)

cars
cars
1997/98

Up to 1600cc
Up to 800cc
45.7

1601 2600cc
801 1300cc
51.9

over 2600cc
over 1300cc
53.8

* As at 1 January 1999 neither the actual nor the proposed rates for 1998/99 had been announced.

Depreciation and Write-offs 

DEPRECIATION RATES: POST-26 FEBRUARY 1992 PLANT 

 Where a special rate of depreciation does not apply, the annual depreciation rate of an item of depreciable post-26 February 1992 plant is determined by reference to the following table.    

Annual depreciation rates



  Effective life in years 
 Prime cost method 
 Diminishing value method

  Fewer than 3            
       100%*       
       100%*       

  3 to fewer than 5       
        40%        
        60%        

  5 to fewer than 6 2/3   
        27%        
        40%        

  6 2/3 to fewer than 10  
        20%        
        30%        

  10 to fewer than 13     
        17%        
        25%        

  13 to fewer than 30     
        13%        
        20%        

  30 or more              
         7%        
        10%        





* Special Rules Apply                                                         

Special rates apply to: plant having an effective life under three years or costing $300 or less; cars and motor cycles; employee amenities; works of art; scientific research property acquired before 1 July 1995; and Australian trading ships.  

A taxpayer may elect to use a lower depreciation rate than those shown in the table above. 

Computers and software 

Prior to 11 May 1998, software costs were generally deductible in the year incurred in accordance with former Taxation Ruling IT 26 . From 11 May 1998, software costs are to be subject to the depreciation provisions. Draft legislation released as a consequence of measures announced in the 1998 Federal Budget provides that:  

 expenditure incurred in acquiring, developing or commissioning software will be amortised at 40% per year on a prime cost basis, ie over 2½  years. However, software purchases of $300 or less will continue to be eligible for an immediate deduction provided the total cost of all purchases of identical software does not exceed $300 in an income year;  

 if, in an income year, software is no longer used and installed, any undeducted expenditure can be deducted in full in that year; and  

 expenditure in relation to software projects (either commissioned or developed in-house) is capitalised and depreciated from the time the software is used or installed ready for use. 

Further, taxpayers who incur expenditure on developing software will be able to make a once-only election to ''pool''  that expenditure. Once the election has been made, all expenditure incurred in developing software in an income year is to be pooled and written off at 40% in the following two years and 20% in the third year. A transitional arrangement will allow taxpayers who elect to pool for the first income year after 11 May 1998 to elect out of the software pooling method in the second income year after that date. 

The proposed amendments will apply to software expenditure incurred after 10.00 am EST on 11 May 1998, the time of withdrawal of Taxation Ruling IT 26 .  

Year 2000 software expenses 

Expenditure incurred in making computer systems Year 2000 (Y2K) compliant is generally deductible in the year incurred (Taxation Ruling TR 98/13. This includes the cost of completely replacing software, provided the expenditure is incurred between 10.00 am EST on 11 May 1998 and 31 December 1999. However, Y2K compliance expenditure that involves replacement of the unit of hardware or equipment containing the computer chip or firmware is of a capital nature. Firmware is regarded as hardware although it usually contains embedded software. 

COMMISSIONER'S DETERMINATION OF EFFECTIVE LIFE AND DEPRECIATION RATES 

 The depreciation table on the following pages is applicable for 1991/92 and later years and shows the following:   

1. The Commissioner's determination of effective life for plant acquired before 13 March 1991 and for plant acquired on or after that date.   

2. The appropriate prime cost and diminishing value rates of depreciation based on the Commissioner's determination of effective life. The rates vary depending on whether the plant was acquired before 27 February 1992 or on or after that date. The rates applicable to pre-27 February 1992 plant are ''broadbanded''  rates.  

Taxpayers may make their own estimate of effective life for plant acquired after 12 March 1991. 

An immediate 100% depreciation deduction is available for items of plant acquired on or after 1 July 1991 where the effective life of the item is less than three years or the cost of the item is $300 or less.  

The data in the depreciation table is taken primarily from Taxation Ruling IT 2685 . Data from subsequent rulings has been added with the relevant ruling number. The Commissioner's determination of effective life in relation to plant acquired prior to 13 March 1991 has been derived from Income Tax Order  1217, as supplemented by various rulings. 

CAR DEPRECIATION LIMIT 

 The car depreciation limit for the various income years is set out in the following table.    

      Income              Car       

    year            depreciation 

                       limit     

   1979/80           $18,000     

   1980/81           $18,828     

   1981/82           $19,732     

   1982/83           $21,547     

   1983/84           $23,357     

   1984/85           $25,342     

   1985/86           $26,660     

   1986/87           $29,646     

   1987/88           $34,775     

   1988/89           $39,331     

   1989/90           $42,910     

   1990/91           $45,056     

   1991/92           $45,462     

   1992/93           $47,280     

   1993/94           $48,415     

   1994/95           $51,271     

   1995/96           $52,912     

   1996/97           $55,134     

   1997/98           $55,134     

   1998/99           $55,134     

CAPITAL WORKS DEDUCTIONS FOR BUILDINGS AND STRUCTURAL IMPROVEMENTS 

 A special system of tax deductions applies to capital expenditure incurred on the construction of buildings and structural improvements. 

The table below shows the rates of deduction for capital works expenditure on residential and non-residential buildings, and structural improvements.

    Construction start date       
  Capital works   

                                  
  deduction rate  

                                  
        %         

 NON-RESIDENTIAL BUILDINGS        
                  

 Industrial                       
                  

   27.2.92 onwards (note 1)       
  4               

                                  
                  

 Non-industrial                   
                  

   16.9.87 onwards                
  2.5 (notes 2,3) 

   22.8.84 -- 15.9.87             
  4               

   20.7.82 -- 21.8.84             
  2.5             

                                  
                  

 RESIDENTIAL BUILDINGS            
                  

 Short-term traveller             
                  

 accommodation                    
                  

   27.2.92 onwards                
  4               

   16.9.87 -- 26.2.92             
  2.5 (note 2)    

   22.8.84 -- 15.9.87             
  4               

   22.8.79 -- 21.8.84             
  2.5             

                                  
                  

 Other residential accommodation  
                  

   16.9.87 onwards                
  2.5 (note 2)    

   18.7.85 -- 15.9.87             
  4               

                                  
                  

 STRUCTURAL IMPROVEMENTS          
                  

   27.2.92                        
  2.5 (note 4)    




Notes:                                                  

(1) An industrial building constructed before 27       

     February 1992 qualifies for a capital works        

     deduction under the rates given for non-industrial 

     non-residential buildings.                         

(2) Where the construction relates to certain pre-     

     16.9.87 contracts, the rate is 4%.                 

(3) This includes expenditure on R&D buildings        

     where construction started on or after 21 November 

     1987.                                              

(4) This includes environment protection earthworks    

     expenditure incurred after 18 August 1992.         

