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Information to help you understand the law 

Dear Noel, 

You contacted us recently on behalf of Pedder’s Shock Absorber Service 
Pt Ltd (PSAS) to ask about Luxury car tax. 

We’ve included some general information below to help you understand 
how the law applies. 

The liability for luxury car tax (LCT) arises when a taxpayer makes either 
a taxable supply or importation of a luxury car, which are specified in 
section 5-10 and section 7-10 of A New Tax System (Luxury Car Tax) 
Act 1999 (LCT Act). 

Is the taxpayer making a taxable supply? 
PSAS is an Australian based company specialising in the provision of an 
extensive range of suspension and brake products for automobiles. 
PSAS has been contacted by Jeep dealers (Jeep) across Australia for 
the purpose of undertaking a 2nd stage manufacturer’s modification to 
the 3 models in the range of Jeep Gladiator Dual Cab utilities, prior to 
first registration or sale, for the purpose of safely increasing the Load 
Carrying capacity of those vehicles. 

You confirmed that the title to the ownership of the vehicle never passes 
to PSAS, but always remains with Jeep. PSAS’s activities are in the 
nature of post-construction modification to the vehicle, while it is still the 
property of Jeep. The works are completed by PSAS prior to the sale of 
the vehicle by Jeep. 

Based on the information provided, PSAS would not be liable to luxury 
car tax, if any, because PSAS is not making a taxable supply of the car 
under section 5-10 of the LCT Act. 

Is the vehicle subject to LCT? 
In determining whether the vehicle is subject to LCT, it will need to fall 
within the definition of luxury cars under the LCT Act. 

Section 27-1 of the LCT Act defines a car is as follows: 

car means a *motor vehicle (except a motorcycle or similar vehicle) 
that is: 
(a) designed to carry a load of less than 2 tonnes and fewer than 9

passengers; or
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(b) a limousine (regardless of the number of passengers it is
designed to carry)

motor vehicle means a motor-powered road vehicle (including 
4 wheel drive vehicles). 

Dual or Crew cab utility vehicle 
The Jeep Gladiator dual cab utility vehicle (Jeep Dual Cab) is a motor-
powered road vehicle with a 5-seater capacity and has a load carrying 
capacity of less than 2 tonnes, and thus would fall under the definition of 
a car for the purposes of the LCT Act. 

The Jeep Dual Cab would fall under the definition of a luxury car if its 
LCT value is above the LCT thresholds. However, under paragraph    
25-1(2)(c) of the LCT Act, a car is not a luxury car if it is a commercial
vehicle that is not designed for the principal purpose of carrying
passengers.

For LCT purposes, the Commissioner considers a commercial vehicle is: 
• designed for the principal purpose of carrying goods used for business
or trade
• not subject to LCT

For a dual or crew cab utility vehicle with a load capacity of less than one 
tonne, to work out the main purpose (principal purpose) for which it has 
been designed, see Miscellaneous Taxation Ruling MT 2024 Fringe 
benefits tax: Dual cab vehicles eligibility for exemption where private use 
is limited to certain work-related travel. 

MT 2024 provides that the principal purpose of certain utility trucks may 
be determined by using the ‘dual purpose test’. The dual-purpose test is 
derived from Clause 4.5.2 of the Australian Design Rules made under 
the Motor Vehicle Standards Act 1989 (MVS Act). The test provides that: 

4.5.2. A vehicle constructed for both the carriage of persons and 
the carriage of goods shall be considered to be primarily for the 
carriage of goods if the number of seating positions times 68 kg is 
less than 50 percent of the difference between the ‘Gross Vehicle 
Mass‘ and the ‘Unladen Mass‘. 

Applying the principle above to the specifications of all 3 of the Jeep Dual 
Cab models after modification (the modified Jeep Dual Cab), the 
passenger capacity of 340kg (5 x 68kg) does not exceed the remaining 
load capacity. 

Where the passenger capacity does not exceed the remaining load 
capacity, the modified Jeep Dual Cab utility vehicle is treated as not 
being designed for the principal purpose of carrying passengers, and on 
that basis would not be subject to LCT. 

The above guidance and principles may be applied to other dual cab 
utility vehicles that will be subject to modifications. 

Any other vehicle 
For all other vehicles other than dual cabs, the Commissioner’s view is 
that a vehicle’s principal purpose is to be determined by reference to 
Taxation Determination TD 94/19 Fringe benefits tax: is the method 
outlined in Taxation Ruling MT 2024 appropriate for determining whether 
a vehicle, other than a dual or crew cab, is 'designed for the principal 
purpose of carrying passengers' and thereby ineligible for the work-
related use exemption available under subsection 8(2) of the Fringe 
Benefits Tax Assessment Act 1986?. 
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As per TD 94/19, we will need to consider other factors when 
determining the principle purpose of a vehicle, which include but not 
limited to, the following: 

• The appearance and presentation of the vehicle
• Any relevant promotional literature
• The emphasis evident in marketing
• The vehicle’s specifications
• Load carrying capacity
• Passenger carrying capacity

While the ATO considers all relevant factors in determining whether LCT 
applies to a modified vehicle we specifically consider whether or not the 
vehicle can be returned to its original state, and whether in its modified 
form, the vehicle maintains its initial design as a vehicle for the principal 
purpose of carrying passengers. A major factor we also consider is also 
the appearance of the vehicle, and where modifications include the 
permanent removal of seats and installation of a permanent tray would 
be a strong indicator that the car’s principal purpose has changed, as 
opposed to modifications limited to increasing the GVM which on its own 
is less likely to cause a change in the vehicle’s principal purpose. 

Additional information: 
• Miscellaneous Taxation Ruling MT2033 Fringe benefits tax: application
of sub-section 8(2) exemption to modified cars – This MT provides that a
car’s ‘principal purpose’ is generally established at the point of manufacture,
and only permanent modifications are considered when determining the
principal purpose of a modified car, as well as explaining the ATO view of
what ‘permanent’ means in the context of vehicle modifications.

How this information protects you 
If you follow this information and it turns out to be incorrect, or it is 
misleading and you make a mistake, we will take this into account when 
deciding what action, if any, we should take. Although you may still have 
to pay the correct amount of tax, you are protected from penalties and 
interest provided you have acted reasonably and in good faith. 

Yours sincerely, 

Tim Dyce 
Deputy Commissioner of Taxation 




