For many businesses, company vehicles are one of the most common fringe benefits
provided to employees. Whether you operate a fleet of vehicles, provide Utes to staff,
or have company vehicles used by shareholder employees, the Government's proposed
changes to the Fringe Benefit Tax (FBT) rules are likely to affect how those vehicles are
taxed from 1 April 2027.

While the proposed changes are intended to simplify the current rules, they may also
require businesses to review vehicle policies, permitted private use, branding

requirements, and existing vehicle arrangements.

Note: These changes are currently proposals only and have not yet been enacted into
legislation. We expect the proposed rules will apply from 1 April 2027.

Under the current rules, FBT is generally calculated based on the number of days a
vehicle is available for an employee's private use. The proposed changes would replace
this approach with a category-based system that focuses on the expected private use of
the vehicle. Employers would select a category when a vehicle is provided and would

generally only need to reassess that category if the expected use changes materially.

The proposal is intended to reduce compliance costs by removing the need to count

vehicle availability days and reducing record-keeping requirements.
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Under the proposed rules, each vehicle category is assigned an "inclusion rate". Put
simply, the inclusion rate determines how much of the vehicle's value is subject to FBT.
Generally, the more private use, the higher the inclusion rate and the higher the

potential FBT cost.

Description

Vehicle mainly for private use. Vehicle does not have to be branded.

Mainly business use, with private use allowed on non-workdays. Vehicle must be
branded.

Farm vehicles used in farming operations. Private use is allowed when not
working. Vehicle does not have to be branded.

Business-use vehicles where private use is limited to commuting to the same
worksite. Vehicle must be branded.

Business-use vehicle where work involves travel across multiple worksites.
Vehicle must be branded.

Pool vehicles with no private use other than incidental use. Vehicle does not
need to be sign written.

One of the most significant changes is the removal of the existing work-related vehicle

exemption (for example a sign written Ute taken home by an employee).

Businesses that currently rely on work-related vehicle exemptions should review how

their vehicles fit within the proposed framework.
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Under the proposed rules, the FBT treatment of a vehicle would depend on the
following factors:

e The extent of private use permitted.

e Whether the vehicle is primarily used for business purposes.

e Whether the vehicle is allocated to a specific employee.

e Whether branding requirements are met for certain categories.

e Whether the vehicle is used across multiple worksites or operates as a “pool
vehicle”.

The proposal also states that incidental or infrequent private use would generally not

affect a vehicle's classification and would not be subject to FBT.

Although the proposed rules are not expected to apply until 1 April 2027, we

recommend reviewing motor vehicle policies now.

Early review will help you prepare for these changes, particularly where multiple vehicle

policies are in place.

e Review current vehicle arrangements to identify vehicles affected by the

proposed changes.

e Assess how the proposed new categories may apply to your fleet.

e Prepare for any changes once the legislation is enacted.

Please contact us to discuss how these changes may affect your business.



