Fact sheet for employers

COVID-19 and car fringe benefits
Determining how your FBT obligations relating to work cars may be impacted by the
COVID-19 pandemic, and how to calculate your FBT liability

Key points
•

•

Your fringe benefits tax (FBT) obligations may be
affected if your employees have been garaging
work cars at their homes due to the impacts of
COVID-19.
Where a car isn’t being driven at all, or is only
being driven for maintenance purposes, we
accept that you aren’t holding the car for the
purposes of providing fringe benefits. If you elect
to use the operating cost method, and maintain
appropriate records, you may not have an FBT
liability for a car.

•

Certain kinds of cars may also be exempt from
FBT even where they are garaged at employee
homes.

•

If an exemption doesn’t apply and a work car is
garaged at your employee’s home, it will be
deemed to be available for private use and you
may have an FBT liability.

•

•

•

You can take into account the impact of
COVID-19 on the business use of a car if it is
being driven during the period it is garaged at
home. This will require you to maintain a logbook
(or to have kept a logbook in any of the previous
four years) which will enable you to calculate your
FBT liability.
Your logbook-keeping requirements will depend
on whether you are already maintaining an
existing logbook for the year.
For any car fringe benefits calculated using the
operating cost method, you may adjust your
business use estimates to reflect changes in your
employees’ driving patterns due to COVID-19.

Garaging a car at an employee’s
home
Generally, a car fringe benefit will arise where you make
a car you own or lease available for the private use of an
employee. Where your employee is garaging a work car
at home, you may be providing them with a car fringe
benefit.
For FBT purposes, a car is a motor vehicle (except a
motor cycle or similar vehicle) designed to carry a load
of less than one tonne and fewer than nine passengers.

If an exemption does not apply, you need to determine
the taxable value of the car fringe benefit. It’s calculated
using either the:
•

statutory formula method – the taxable value is
a set formula based on the car’s cost price

•

operating cost method – the taxable value is
based on the operating costs of the car, reduced
by any business use.

Exemption for certain car benefits
In some cases, the use of a car is exempt from FBT. An
employee’s private use of a taxi, panel van, or utility
vehicle designed to carry less than one tonne is exempt
from FBT if its private use is limited to:
•

travel between home and work

•

incidental travel in the course of performing
employment-related travel, and/or

•

non-work-related use that is minor, infrequent and
irregular (such as occasional use of the vehicle to
remove domestic rubbish).
For more information on exempt car benefits,
see Fringe benefits tax – exempt motor vehicles.

If a home-garaged car is not being driven
Where a car has not been driven at all during the period
it has been garaged at home, or has only been driven
briefly for the purpose of maintaining the car, we will
accept that you don’t hold the car for the purpose of
providing fringe benefits to your employee.
In these situations, provided you elect to use the
operating cost method, there will be a nil taxable value
for the car and no FBT liability. You need to elect to use
the operating cost method in writing before you lodge
your FBT return for the year. You should maintain
odometer records to show that, during the period the car
is garaged, it has not been driven, or has only been
driven briefly for the purposes of maintaining the car.
If you don’t elect to use the operating cost method, or
don’t have odometer records, the statutory formula
method applies and you will have an FBT liability for the
year. This is because the car is garaged at the
employee’s home and is taken to be available for private
use.

If a home-garaged car is being driven
If an employee is driving a car for business purposes,
and you elect to use the operating cost method, you may
be able to reduce the taxable value of the car fringe
benefit to take into account this business use. This may
include reducing the taxable value to nil if the car is only
being used for business travel.
You will only be able to reduce the taxable value if you
have logbook records and odometer records for the
period in question. If you have not previously maintained
a logbook for the car, the logbook will need to be for at
least:
•

12 continuous weeks, or

•

until the car stops being garaged at home, if this is
less than 12 weeks.
For more information about car fringe benefits,
see Chapter 7 of Fringe benefits tax - a guide
for employers – Car fringe benefits.
For more information about business travel, see
Miscellaneous Taxation Ruling MT 2027 Fringe

benefits tax: private use of cars: home to
work travel.

Logbook requirements for car
fringe benefits
Your logbook requirements will vary depending on
whether:
•

you already use the operating cost method and
have an existing logbook in place, or

•

it’s your first time electing to use the operating
cost method or it’s a logbook year for you.

Generally, if you have used a logbook for the car before,
it will be a logbook year if you have not kept a logbook
for the car in the previous four years.

If COVID-19 has impacted driving patterns
and you have an existing logbook
Where you’re already using the operating cost method,
you may have an existing logbook in place. You can still
rely on this logbook, despite changes in driving patterns
due to COVID-19. You must keep odometer records for
the year, and these will show how much the car has
been driven during the year, including any lockdown
period.
You need to make a reasonable estimate of the
percentage of business use of the car, taking into
account logbooks, odometer records and any changes in
the pattern of business use throughout the year,
including changes due to COVID-19.
Where your driving patterns and business-use
percentage are impacted by COVID-19, you can choose
to keep a new logbook provided that the period is
representative of your usage throughout the year. This is

so, even if it is not a logbook year. This may provide a
more accurate base to estimate the business use of the
car.

Example 1 – FBT year ended 31 March 2020 –
new logbook not kept
An employer uses the operating cost method to value
their car fringe benefits. They kept a logbook in the FBT
year ended 31 March 2018.
For the FBT year ended 31 March 2020, there is no
requirement for the employer to keep a new logbook.
The employees’ driving patterns were not impacted
significantly by COVID-19 across the 2020 FBT year,
with any impact occurring in March 2020, so the
employer decides not to keep a new logbook.
They use the existing logbook, odometer records,
employee fuel card records, plus client records to
estimate the business use percentage for the year.

Example 2 – FBT year ended 31 March 2021 –
new logbook kept
An employer uses the operating cost method to value
their car fringe benefits, and kept a logbook in the FBT
year ended 31 March 2018.
For the FBT year ended 31 March 2021, there is no
requirement for the employer to keep a logbook.
However, employee driving patterns have been
significantly impacted by COVID-19, and so the
employer chooses to keep a new logbook as it provides
a more accurate base to estimate the business use of
the car. Odometer records of the total kilometres
travelled during the logbook period and during the FBT
year are also kept.

If it is your first time using the operating
cost method, or it is a logbook year for the
car
Where it’s your first time using the operating cost
method or it is a logbook year, you must:
•

keep a logbook recording details of business
journeys undertaken in the car for a continuous
period of at least 12 weeks (the logbook period
must also be recorded in the logbook)

•

keep odometer records of the total kilometres
travelled in the logbook period, and the total
kilometres travelled during the year, and

•

estimate the number of kilometres travelled on
business journeys during the FBT year.

For this estimate, you must consider all relevant matters
including logbook and odometer records, any other
records, and any variations in the pattern of business
use throughout the year.

If the car was not driven for a period due to COVID-19
impacts, it is recommended that you also keep odometer
records to show this.

If COVID-19 impacted driving patterns
during the period you were maintaining a
logbook
You may have been in the middle of maintaining a
logbook for a 12-week period at the time the COVID-19
pandemic impacted driving patterns. You may be
concerned that the resulting logbook does not reflect the
business use of the car for the 2020 FBT year.
If you are making a reasonable estimate of the business
use, you can adjust the use indicated from the logbook
to account for the change in driving patterns from
COVID-19 impacts.
However, you must ensure that the logbook still records
a period of at least 12 weeks – if the logbook does not
reflect a 12-week period you cannot apply it to reduce
the taxable value to take business use into account.

the business journeys recorded in the period of the
logbook before COVID-19 impacted driving patterns, to
ensure it is a reasonable estimate of the business use
across the FBT year.

Reportable fringe benefits
If the value of certain fringe benefits you provide to an
individual employee exceeds $2,000 in an FBT year
(1 April to 31 March), you must report the grossed-up
taxable value of those benefits on their payment
summary or through Single Touch Payroll for the
corresponding income year (1 July to 30 June). These
are called ‘reportable fringe benefits’.
However, where an employee uses a pooled or shared
car that results in a taxable fringe benefit, the use of this
car is not included for payment summary or Single
Touch Payroll purposes.

More information
Example 3 – FBT year ended 31 March 2020 –
logbook impacted by COVID-19
An employer uses the operating cost method to value
their car fringe benefits, and the 2020 FBT year is a
logbook year. They begin maintaining a logbook on
2 February 2020, meaning the logbook must run for at
least a 12-week continuous period to 26 April 2020.
However, from early April, in response to the COVID-19
pandemic, the employees’ car usage changes
significantly, and there are few or no business journeys
for the final four weeks of the logbook period.

For more information about car fringe benefits, see:
•

Chapter 7 of Fringe benefits tax - a guide for
employers – Car fringe benefits.

•

FBT car calculator

•

Miscellaneous Tax Ruling MT 2027 Fringe
benefits tax: private use of cars: home to work
travel
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When estimating the business use for the 2020 FBT
year, the employer may adjust their estimate to reflect

Our commitment to you
We are committed to providing you with accurate, consistent and clear information to
help you understand your rights and entitlements and meet your obligations.
If you follow our information in this publication and it turns out to be incorrect, or it is
misleading and you make a mistake as a result, we must still apply the law correctly. If
that means you owe us money, we must ask you to pay it but we will not charge you a
penalty. Also, if you acted reasonably and in good faith we will not charge you
interest.
If you make an honest mistake trying to follow our information in this publication and
you owe us money as a result, we will not charge you a penalty. However, we will ask
you to pay the money, and we may also charge you interest. If correcting the mistake
means we owe you money, we will pay it to you. We will also pay you any interest you
are entitled to.

If you feel that this publication does not fully cover your circumstances, or you are unsure
how it applies to you, you can seek further assistance from u s.
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