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FBT statutory formula method for 
cars 
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In brief 

On July 16, 2013, the Federal Government announced significant and unexpected changes to the Fringe 

Benefits Tax (FBT) treatment of cars. The statutory formula method of calculating the taxable value of 

car fringe benefits provided to employees will not be available from April 1, 2014 (except those entitled to 

transitional relief).  This will impact both salary sacrifice arrangements and employer provided cars. 

 

In detail 

Under the current FBT rules, 
employers are able to choose 
between the statutory formula 
method and the operating cost 
method when valuing car fringe 
benefits. The statutory formula 
method is designed to provide 
employers with a low 
compliance cost alternative to 
the operating cost method, 
eliminating the need to 
maintain a vehicle log book. In 
addition, the statutory formula 
method does not explicitly 
distinguish between the 
business and private use of a 
vehicle. 

From April 1, 2014, all cars will 
be subjected to FBT based on 
the operating cost method.  
Under this method, the taxable 
value of a car fringe benefit is 
the cost of running the car 
multiplied by the proportion of 

personal use of the car worked 
out using a log book.  

The changes are not intended to 
affect existing exempt vehicles, 
such as exempt utility vehicles 
or panel vans. 

The amendments will require 
legislative change and are likely 
to be the subject of a level of 
consultation (including 
submissions) and debate in 
Parliament. 

Transitional measures 

Existing commitments as at July 
16, 2013 are expected to be 
unaffected by the changes 
unless they are materially varied 
or renewed post this date.  
Where a material variation or 
renewal occurs, the operating 
cost method is expected to apply 
from the commencement of the 
next FBT year. 

Discussions with Treasury 
confirmed that access to the 
transitional measures is 
expected to be consistent with 
the existing approach that was 
adopted in relation to the 
previous changes to the 
statutory formula method.  
Specifically, reference is 
expected to be made in the 
legislation to ‘commitments’ as 
at July 16, 2013 and subsequent 
‘material variations’ - rather 
than contracts as per the 
announcement.  That is, a new 
commitment to which the 
amendments might apply could 
potentially include a re-
novation, re-financing or 
extension of an existing lease, 
entering into a new contract, 
and transferring cars and/or 
employees to a new or related 
entity (if this affects the 
underlying vehicle contract). 
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The takeaway 

If these changes are legislated as per 
the announcements, they may impact 
employers and employees in several 
ways. For employers, the impact may 
include the following: 

 provision of motor vehicles for 

personal purposes as part of a 

salary package offering will no 

longer be a tax effective way to 

deliver remuneration 

 every employee who uses a car will 

have to complete a log book to 

enable a reduction in taxable value 

for business use – irrespective of 

whether the car is provided under a 

salary sacrifice arrangement or by 

the employer 

 increased administration on 

employers in relation to log books 

(education of employees, 

completion, analysis and retention 

of log books) as well as adding 

further complexities to the annual 

FBT compliance process 

 development and maintenance of 

systems that allow the allocation of 

every single operating expense to 

individual cars 

 the requirement to evaluate on-

going salary sacrifice and fleet 

arrangements, including 

adjustments to employee benefits 

and remuneration packages, and 

 reduced productivity due to 

changes in work practices. 

For employees, the impact may 
include: 

 increased reportable fringe benefit 

amounts for individual employees, 

and 

 imposition of additional paper 

work to complete valid log books. 
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