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Car Allowance Factsheet 
for Employers

When employee’s are required to use their private motor vehicles for work-related purposes, it is common 
for their employers to pay them a Car Allowance, in addition to their salary or wages.   The amount should 
be calculated based on the estimated number of km’s that the employee will be required to travel for work.

Tax Benefits – Reduced PAYG withholding

When a car allowance that will be expensed by the employee in the course of carrying out their 
employment duties is paid, the employer is not required to withhold income tax from the allowance.  
Therefore, the net payments made to employees each week, fortnight or month will be higher than if the 
allowance was rolled in to and included with their normal salary and wages.

Furthermore, when the employee prepares and lodges their tax return, they may be able to access 
significant substantiation concessions if their car expenses do not exceed the allowance they received.

Payroll Tax

In Queensland, as long as the car allowance is 75c or less per kilometer, it will be exempt from payroll tax.  
Currently the Payroll Tax threshold for the 2012/2013 year is $1.1m.

In New South Wales, as long as the car allowance is in relation to work related travel, it will be exempt from 
payroll tax.  Currently the Payroll Tax threshold for the 2012/2013 year is $689,000.

Workcover

Car allowances do need to be reported for Workcover purposes except where the allowance is paid as a 
reimbursement for work related expenses.  That is, when the employee would incur an expense similar to 
the amount of the allowance paid.  Therefore, as long as the allowance has been calculated in line with 
the employees work related use of their vehicle, the allowance should be exempt from your Workcover 
calculations.

Superannuation

Similarly to workcover, where the car allowance is expected to be fully expensed, then it is not classified 
as ordinary time earnings for the calculation of Superannuation Guarantee.  Therefore, as above, if the 
allowance has been calculated in line with the employees work related use of their vehicle, the allowance 
will not need to be included in your calculation of superannuation costs.

Any questions? Please contact McKern. We are happy to assist you.


