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a little simple house keeplng Onlc

Always quote your vehicle’s
odometer reading whenever you
use your fuel or Fleet Card.

We use this odometer data to track
your FBT liability. If you don’t provide
an accurate odometer reading when
purchasing fuel we won't be able to
tell you if you're on target to make your
nominated FBT bracket. Your employer
also requires you to provide this as part
of your novated lease.

If you’re not on target
to travel the minimum number of
kilometres in your nominated FBT
bracket, you must contact us.

If you are not on target to meet your
bracket you will need to contact nlc
to lower your target and re-cost your
vehicle deductions. If you don’t notify
nlc and miss your bracket then you will
incur additional FBT that your employer
will recover from you.
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At the end of the FBT year
you must provide us with your
vehicle’s odometer reading.

The FBT year is the 12-month period
from 1 April to 31 March. You need to
declare your odometer reading as at 31
March. We will contact you prior to 31
March to inform you of the procedure
for lodging your odometer declaration.



things you should know

As part of your remuneration you have elected
to take a non-cash benefit, in the form of a
vehicle fringe benefit.

Cash and non-cash bengfits are treated differently
under the taxation system. Income tax is payable
on cash benefits, and Fringe Benefits Tax (FBT)

is payable on most other types of non-cash

or employee benefits.

The term “novated lease” simply describes the way
in which your vehicle benefit is provided to you.

nlc purchases a vehicle and agrees to lease it to
you under a lease agreement. The lease agreement
is then substituted for a novation agreement and
your employer assumes responsibility for the
obligations created under the lease agreement.
While the novation agreement is in place your
employer is considered to be leasing the vehicle.
The residual value liability of the lease always
remains with you.

Remember, all costs associated with the vehicle,
including additional FBT, will be deducted from
your salary by your employer.

A novated lease vehicle is considered a vehicle fringe

benefit because a vehicle leased by your employer is
made available for your private use.
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A vehicle fringe benefit is one of the few salary-
packaging items that receives concessional
taxation treatment.

The taxable value of a vehicle fringe benefit is
calculated by either using the Statutory Formula
Method (Employee Contribution Method is part

of the Statutory Formula Method) or the Operating
Cost Method. The method elected depends on
your employer’s vehicle policy and the percentage
of business use.

If you mainly use your vehicle for private travel, using
the Statutory Formula Method will produce a lower
taxable value than using the Operating Cost Method.
It is important to remember that in most instances
travel to and from work is considered private travel,
not business use. The Statutory Formula Method
makes no distinction between kilometres travelled
for private purposes and kilometres travelled for
business use.

If there is a high percentage of business use,

generally over 75%, and only incidental private travel,
the Operating Cost Method is used on some occasions
to calculate FBT. Only a very small percentage of our
clients use the Operating Cost Method and this topic

is not covered in this information sheet.

If you would like to request information on the
Operating Cost Method please e-mail to
customersupport@nlc.com.au



how things work

Statutory Formula Method
The Statutory Formula Method is given by the following equation:

Taxable Value = = the base value of the vehicle
= the statutory percentage
(A X B X C) = E = the number of days in the FBT year when the vehicle

D was used or available for the employee’s private use

= the number of days in the FBT year

= the employee contributions (your post tax deductions)

By understanding each element of this equation you will understand how to manage your FBT.

A = Base value B = Statutory Percentage
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how things work

C = Number of Days Benefit was provided E = Employee contribution

To do this the following formula is used:

(M x N)

Gross-Up
O

= the number of kilometres travelled in
the period the vehicle was leased

= the number of days in the FBT
year (ie 365 or 366 in a leap year)

= the number of days your employer held
the vehicle for during the FBT year

Days Unavailable

Employers able to claim input tax
credits for any GST paid on expenses
incurred on the vehicle.

Employers unable to claim input tax
credits for any GST paid on expenses
incurred on the vehicle.

D = Number of Days in FBT year
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how things work

Employee Contribution Method

Important note to people using the Employee
Contribution Method

With Employee Contribution Method if you
miss your nominated bracket you will have to
pay more FBT.

By the end of the FBT year, in order for your after-
tax contributions to exactly match the taxable
value of the vehicle fringe benefit provided, you
must have travelled enough kilometres to qualify
for your nominated FBT bracket.

If you travel less than expected during the FBT
year, and you don’t make your FBT bracket, there
will be an FBT liability. You will not have salary-
sacrificed enough funds to cover the additional
amount of FBT payable. Therefore your employer
will need to deduct extra funds from your salary.

If you are using the Employee Contribution
Method and you travel further than expected,
and move outside your nominated FBT bracket,
you will have contributed too much salary in after-
tax dollars and reduced the tax effectiveness of
packaging a vehicle. You will also not be entitled
to a refund at the end of the FBT year

If you would like further information regarding FBT, please contact Customer Support Head Office
via phone on 1800 643 044 or email customersupport@nic.com.au Level 3 102 Albert Road
South Melbourne Vic 3205

T 038699 7000
F 038699 7199
www.nlc.com.au
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