
H ~ ROR;NsQ~&

1990-91-92

THE PARLIAMENT OFTHE COMMONWEALTH OF
AUSTRALIA

HOUSEOF REPRESENTATIVES

TAXATION LAWS AMENDMENT (CAR PARKING)
BILL 1992

EXPLANATORY MEMORANDUM

(Circulatedby theauthorityof theTreasurer,
theHon. JohnDawkins,M.P.)

36517 Cat. No. 92 5360 6





General Outline and Financial Impact

TheTaxationLawsAmendment(CarParking)Bill 1992
will amendtheFringe BenefitsTaxAssessmentAct 1986
andtheIncomeTaxAssessmentAct1936by makingthe
following changes:

Car Parking Benefits

Fringe Benefits Tax AssessmentAct1986(“FBTAA”)

Imposesfringe benefitstax on theprovisionof certain
carparkingbenefitsto employees.

Dateof effect: 1 July 1993

Proposalannounced:1992-93 Budget

Financial impact: 93/94 94/95 95/96
$m90 $m 240 $m 190

[Theabovefigureshavebeencalculatedon thebasisthat, from 1 April
1994,fringebenefitstax will beleviedon thetax-inclusivevalueof
thebenefiti

IncomeTaxAssessmentAct1936(“ITAA”)

• Deniestheincometaxdeductibilityof certaincar
parkingexpensesof employees.

Dateofeffect: 1 July 1993

Proposalannounced: Not previouslyannounced

Financial impact: 94/95
$m 13



CarParkingBenefits

Clauses involved in the proposed amendments

Clause4: InsertsDivision lOA into theFBTAA to definea
carparkingbenefitandtovalueacarparkingfringe benefit.

ClauseS:Amendssection580 oftheFBTAA to remove
certaincarparkingexpensepaymentbenefitsfrom the
fringe benefitstax exemptiongivento motorvehicle
parkingexpensepaymentbenefits.

Clause6: Amendssubsection136(1)of theFBTAA to
insertvariousdefinitionsarisingfrom theamendmentsin
this Bill.

Clause7: Commencementdatefor theamendmentsto the
FBTAA.

Clause9: Insertssection51AGA into the1TAA to deny
deductionsto employeesfor certaincarparkingexpenses.

Clause10: Commencementdatefor theamendmentsto the
ITAA.
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TaxationLawsAmendment(CarParking)Bill 1992

Car Parking Benefits

Summaryof proposedamendments

Purposeofwnend’nents: To imposefringe benefitstax
on certaincarparkingbenefitsprovidedto employeesand
to denyincometaxdeductibility to employeeswho incur
certaincarparkingexpenses.

DateofEffect: 1 July 1993

Backgroundto thelegislation

UndertheFBTAA, theprovisionofa motor vehicleparking
benefitby anemployerto an employeeis explicitly
exemptedfrom fringebenefitstax. Thisexemptionapplies
to motorvehicleparkingbenefitsprovidedby theemployer
eitherdirectlyor by wayof an expensepaymentbenefit
(section580 of theFBTAA).

Explanationof proposedamendments

CarParking Fringe Benefits

TheBill will includea newDivision to dealwith benefits
providedby an employerto anemployeein theform of car
parkingfacilities.[New DivisionWA]

Thefirst partof theDivision will describewhat is acar
parkingbenefit.[NewSubdivisionA ofDivision WA]

Generally,acarparkingbenefitexistswhereanemployer
providesto an employeeanycarparkingfacilities on
businesspremiseswhich areowned,controlledor leased,in
wholeor in part,by theemployer. However,nobenefitwill
existunless:

i. apermanentcommercialcarparkingfacility available
for all-thy parkingis within 1 kilometreof theemployer
providedcarparkingfacilities. If thereis no
commercialparkingstationwithin a 1 kilometreradius,
therewill be no benefit;
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CarParkingBenefits

ii. thecar:

a. is parkedat,or in thevicinity of, theemployee’s
primaryplaceof employment;and

b. is parkedatthatplacefor morethanfourhours
duringtheperiodbetween7.OOainand7.OOpmon
thatday;

iii. thecarwhich is beingparkedis ownedor leasedby the
employeeoran associateoftheemployee,or is provided
to theemployeeby theemployeroranyotherperson;

iv. theprovisionof carparkingfacilities is in respectofthe
employmentof theemployee;

v. theprovisionof carparkingfacilities is not excludedby
Regulation;and

vi. thecaris usedon that dayto commutebetweenthe
employee’sprimaryplaceofresidenceandthe
employee’splaceof employment.

[Newsection39AJ

TheBill specificallysetsout that theI kilometredistance
betweenthecommercialparking stationandtheemployer
providedparkingfacility is measuredby theshortest
practicableroute. Thisroutecanbe travelledby foot, car,
train,boat,etc.,whicheverproducestheshortestroute. The
routestartsfrom thecarentrypoint at theemployer
providedcarparkingfacility andextendsto thecarentry
point atthecommercialparkingstation.[Newsection3913]

Valuation

ThesecondpartoftheDivision will setout themechanism
by which thetaxablevalueof acarparkingfringebenefit
will bedetermined.[New SubdivisionB ofDivisionJOA]

TheBill prescribesthat thetaxablevalueofacarparking
fringe benefit is the lowestfeefor all-thy parkingcharged
by anycommercialparkingstationoperatorwithin a 1
kilometreradiusoftheemployerprovidedcarparking
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Taxation LawsAmendment(CarParking)Bill 1992

facilities. Thisvalueis reducedby any recipient’s
contributiontowardsthebenefit.[Newsection39C]

TheBill alsoprovidesa formulafor convertinglongerterm
parkingratesinto daily rateequivalentsfor thepurposeof
determiningthetaxablevalueof thecarparkingfringe
benefits.[Newsubsection39D(1)]

Anti-avoidance

TheBill includesanti-avoithnceprovisionswhichwill
complementtheexistinganti-avoidancemeasuresin section
67 of theFBTAA. Theseprovisionswill ensurethat car
parkingfringe benefitswill not be undervaluedfor the
fringe benefitstaxpurposes.[Newsubsection39D(2)]

Removalofpreviousexemption

TheBill will excludefrom themotorvehicleparking
exemptionin paragraph58G(a)of theFBTAA, expense
paymentbenefitsprovidedby anemployerfor an
employee’scarparkingcosts.Thosecarparkingcostsmust
beinrespectof parkingacarfora periodofmorethanfour
hoursbetween7.OOamand7.OOpmat or in thevicinity of
theemployee’sprimaryplaceof employment.Thatcarmust
alsohavebeenusedon thatday to travelbetweenthe
employee’splaceofresidenceandtheemployee’sprimary
placeof employment. [Clause5.]

Theseexpensepaymentbenefits,which areexcludedfrom
theexemptionin paragraph58G(a)of theFBTAA, will fall
for considerationasan ExpensePaymentFringeBenefit
underDivision 5 of PartIII of theFBTAA, unlessthe
employee’scarparkingcostsarein respectof theprovision
of carparkingfacilities whichareexcludedfrom these
provisionsby Regulation.

It is shouldbe notedthat theterm“car” hasaspecial
meaningwithin theFBTAA (definedin subsection136(1)
of theFBTAA).
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CarParkingBenefits

Minor Benefits

ThisBill will noteffect theoperationof Section58Pof the
FBTAA. Section58?exemptsfrom fringe benefitstax
certainminorbenefitswhich areprovidedon aninfrequent
basis.

Definitions

TheBill will amendsubsection136(1)of theFBTAA to
insertvariousdefinitionsarisingfrom theamendmentsin
this Bill. [Clause6.]

“AU-Day Parking”
Theterm “allay parking”is definedto meancarparking
which is available(ata commercialparkingstation)for a
continuousperiodof at least6 hours. This term is usedin
thedefinition ofa commercialparkingstation. Whethera
commercialparkingstationexistsis importantin
determiningif acarparkingbenefitexistsand,
subsequently,thetaxablevalueofthatbenefit.

The“6 hour” periodin thedefinition of “all-thy parking”
shouldnot beconfusedwith theseparateandquitedifferent
“4 hour” requirementfordetenniningwhetheracarparking

benefitexists. Thatrequirementcallsfor thecarto be
parkedfor aperiodexceeding4 hoursbetween7.OOamand
7.OQpmator in thevicinity of theemployee’sprimaryplace
ofemployment.

“Commercial Parking Station”

In relationto thedefinition of “commercialparkingstation”,
thewords“permanent”and“commercial” havetheftnormal
dictionarymeanings.Forexample,acarparksetup for a
shortperiodto caterfor aspecialfunction(like an Easter
Show)wouldnotbe permanent.A carparkwhich wasnot
runwith aview to makingaprofit (usuallyreflectedin
significantly lowercarparkingrateschargedcomparedwith
thenormalmarketvaluefor thatfacility) would notbe
commercial.
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TaxationLawsAmendment(Car Parking)Bill 1992

Somecarparkingfacilitieshavea primarypurposeto
provideshort-termshopperparking. To discourageall-thy
parking,theoperatorsof thesefacilities chargepenaltyrates
for all-thy parking. Theseratesaresignificantlygreater
thantheratesthatwould be chargedby a similar facility
which encouragedall-thy parking. Forthepurposesof
theseprovisions,short-termshopperparkingfacilities using
penaltyratesfor all-day parkingwill not betreatedasa
“commercialparkingstation”.

“Primary Placeof Employment”

Theterm “primary placeof employment”is definedto mean
theemployer’sbusinesspremises,orassociatedpremises,on
which theemployeewould normallycarryouthis orher
employmentduties. Whereanemployeecarriesout
employmentdutieson morethanoneof theemployer’s
businesspremisesin aparticularthy, theprimaryplaceof
employmenton thatdayis theplacewhere,in consideration
of thetimespentandthe substanceof thedutiescarriedout,
areasonablepersonwould conclu&thatplaceto bethe
primaryplaceofemployment.

CarParkingDeductions

TheBill includesa newsectionin theITAA to ensurethat
deductionsarenot availablefor expensesincurredby
employeesin parkinga carfor aperiodofmorethanfour
hoursbetween7.OOamand7.OOpmat or in thevicinity of
thetheftprimaryplaceofemploymentwherethecarwas
usedon thatthy in connectionwith travelbetweentheft
placeof residenceandtheftprimaryplaceofemployment.
(NewsectionSJAGA]

Thedeductionwill not be deniedwheretheexpenseis
incurredin respectof theprovisionof carparkingfacilities
which areexcludedfrom theseprovisionsby Regulation.

Thedenialof adeductionwill ensurethattheoverall tax
effectof providingeitheracarparkingbenefitoran
allowanceto an employeeto covercarparkingexpensesis
substantiallysimilar.
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CarParkingBenefits

Examplesof theeffectof theseamendments

ExampleI

Johnis an employeeofXYZ Ltd. Foraperiodof 3 weeks
(3 x 5 thys) XYZ Ltd allowedJohnto parkhisprivately
ownedcarinthebasementcarparkof theXYZ Ltd
building. Johndriveshiscarfrom hometo hisplaceof
employmenteachday. Thecaris parkedin the basementof
theXYZ Ltd building for motethan4 hoursbetween
7.OOamand7.OOpmeachday. As thereare2 permanentall-
thy commercialparkingstationswithin 1 kilometreofthe
vehicularaccesspoint to theXYZ Ltd building, acar
parkingbenefithasbeenprovidedto John.

ParkingstationNo. 1 charges$4.50perthy. Parking
stationNo. 2 charges$5 perthy or $80permonth(thethily
rateequivalentin this particularmonthis $80/20= $4).
Thus,thelowestfeechargedfor all-day parkingduringthe
relevantperiodis $4.

Thetaxablevalueof thecarparkingfringe benefitprovided
toJohnis $60(l5thys x$4).

Example2

Mary is alsoanemployeeof XYZ Ltd. XYZ Ltd provides
Mary with acarfor thefull year. Whenatwork, thecar is
parkedin thebasementof theXYZ Ltd Building. Although
Mary normallyonly usesthecar to go betweenhomeand
work, sheoften allowsotheremployeesofXYZ Ltd to use
hercarduring thedayfor businesspurposes.Nevertheless,
during thatyear,thecar hadbeenparkedin thebasementof
theXYZ Ltd Building for at leastfourhoursbetween
7.OOamand7.OOpmeachworkingthy.

Assumingtherateschargedby theparkingstationoperators
in Example 1 havenotchangedandthat Mary workedfor
250daysthis year,thetaxablevalueofthecarparking
fringe benefitprovidedto Mary is $1000(250thys x $4).

Thefact that Mary allowsemployeesof XYZ Ltd to useher
carorthat thecar is beingusedfor businesspurposesduring
thethy doesnot alterthetaxablevalueof thecarparking

PageS



TaxationLawsAmendment(Car Parking)Bill 1992

fringe benefit. However,if on aparticularthy, thecarhad
not beenparkedin thebasementof theXYZ Ltd Building
for at leastfourhoursbetween7.OOamand7.OOpm,nocar
parkingbenefitwould havearisenon that thy.

Example3

Mike is anotheremployeeofXYZ Ltd. XYZ Ltd provides
Mike with acarfor thefull yearbut only sothathecan
travelto andfrom work. Oncethecaris at work,XYZ has
totalcontrolovertheuseof thecarandMike hasnoaccess
to it until it is time to gohome. Whenat work, thecaris
parkedin thebasementof theXYZ Ltd Building. Thecar
is parkedin theXYZ Ltd Building for morethanfourhours
between7.OOamand7.OOpmeachthy.

Assumingtherateschargedby theparkingstationoperators
in ExampleI havenotchangedandthatMike workedfor
250 daysthis year,thetaxablevalueof thecarparking
fringe benefitprovidedto Mike is $1000(250daysx $4).

Thefactthatthecar is controlledby XYZ Ltd during the
dayorthat thecar is beingusedfor businesspurposes
during thedaydoesnotalter thetaxablevalueof thecar
parkingfringe benefit,providedthatthecar is parkedat the
employer-providedcarparkingfacility for morethanfour
hoursbetween7.OOamand7.OOpmeachday.

Example4

Janeis anotheremployeeofXYZ Ltd. Janeundertakesan
interstatetrip for XYZ Ltd. Janedoesnot owna car. Sheis
givenacarfrom theXYZ Ltd carpool to useon the trip.
Thecaris normallyparkedin thebasementcarparkof the
XYZ Ltd Building. Janetakesthecarhomeandtravels
interstatethenext thy. FourdayslaterJanereturnshome
from thetrip andreturnsthecarto thepoolon arrivalat
work thenextmorning.

Assumingthat thecar(whennot interstate)wasparkedin
theXYZ Ltd Building for morethan fourhoursbetween
7.OOamand7.OOpm,Janereceiveda carparkingbenefiton
thethy sheleft work andon thethy shereturnedto work.
However,asthis wastheonly trip Janehadundertakenthis
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Car ParkingBenefits

yearandasthevalueof thebenefitof$8 (2thys x $4) is
small,thecarparkingbenefitwould be consideredto be a
minorbenefitand,thus,exemptfrom fringe benefitstax
undersection58PoftheFBTAA.

ExampleS

Robertis an employee.He travelsbetweenhis homeand
workeachthy. Heparkshis carin an all-thy paycarpark
acrossthestreetfrom his office. Onethy,Roberttakeshis
caroutatlunchtime to visit friendsin anothersuburbwhere
he alsoparksin apaycarpark. After lunchhe returnshis
carto thecarparkacrosstheroadfrom theoffice. In total,
thecarwasparkedin thecarpark acrosstheroadfrom his
office for 5 hoursbetween7.OOamand7.OOpm. Robert’s
parkingexpensesfor thatday were$4, $2, $3, respectively.
Robert’semployerfully reimbursesRobert’stotalcar
parkingexpensesof $9. Thetaxablevalueofthebenefit
receivedby Robertis only $7 ($4 + $3)asthe
reimbursementof thecostof parkingawayfrom Robert’s
primaryplaceofemployment($2)is not acarparking
benefit.

If, however,Roberthadnotreceivedany reimbursement
from his employerandRobertwishedtoclalm his $9
expenseasanincometaxdeduction,only thatpartof the$2
which wasincurredin galningorproducingassessable
incomecouldbeadeduction.Theremaining$7 would not
be deductibleby virtue of section5 IAGA ofthe1TAA.

Printed by Authority by the Commonwealth Government Printer
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