
The automobile expense deduction 
limits and the prescribed rates for the 
automobile operating expense benefit 
that will apply in 2008 are as follows: 

• The ceiling on the capital cost of 
passenger vehicles for capital cost al-
lowance (CCA) purposes will remain 
at $30,000 (plus applicable federal and 
provincial sales taxes) for purchases 
after 2007. This ceiling restricts the 
cost of a vehicle on which CCA may 
be claimed for business purposes.  

• The limit on deductible leasing 
costs will remain at $800 per month 
(plus applicable federal and provincial 
sales taxes) for leases entered into after 
2007. This limit, which ensures that 
the level of deductions for leased and 
purchased vehicles is consistent, is one 
of two restrictions on the deduction of 
automobile lease payments.  

(Continued on page 2) 

OPERATING EXPENSES 

In the case of personal use of an em-
ployer-provided vehicle, certain em-
ployer-paid costs of running the auto-
mobile are included when calculating 
the operating cost. This includes gas, 
oil, maintenance charges, repair ex-
penses, licences, and insurance. It does 
not include interest cost, capital cost 
allowance, lease costs for a leased 
automobile and parking costs. 

For 2008, the benefit is equal to 22¢ 
per kilometre of personal use.  

STANDBY CHARGE 

The standby charge is designed to esti-
mate the depreciation (wear-and-tear) 
on the automobile attributable to the 
fact that the employer provided auto-
mobile was used for personal driving. 

(Continued on page 3) 
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Limits 

 
As we enter 2008, companies which provide owned or leased automobiles to its 
employees and / or provide operating expensed to its employees, will have to de-
termine the various amounts which must be included on the employee T4/R-1 
slips in February 2007 as well as the appropriate GST / QST treatment of these 
amounts. This newsletter will provide some guidance to you in connection with 
the calculations and planning to correctly address these issues. 
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A separate restriction prorates deductible lease costs 
where the value of the vehicle exceeds the capital 
cost ceiling.  

INTEREST DEDUCTION  

The maximum allowable interest deduction for 
amounts borrowed to purchase an automobile will 
remain at $300 per month for loans related to vehicles 
acquired after 2007. This limit reflects the reasonable 
cost of financing a vehicle for business purposes.  

TAX-EXEMPT ALLOWANCES 

The limit on the deduction of tax-exempt allowances 
paid by employers to employees using their personal 
vehicle for business purposes will increase by 2 cents 
to 52 cents per kilometre for the first 5,000 kilome-
tres driven and 46 cents for each additional kilometre. 
For the Yukon Territory, Northwest Territories and 
Nunavut, the tax-exempt allowance will rise by 2 
cents to 56 cents for the first 5,000 kilometres driven 
and 50 cents for each additional kilometre. The al-
lowance amounts reflect the key cost components of 
owning and operating an automobile, such as depre-
ciation, financing, insurance, maintenance and fuel 
costs.  

PERSONAL PORTION OF AUTOMOBILE                            
OPERATING EXPENSES 

The general prescribed rate used to determine the tax-
able benefit relating to the personal portion of auto-
mobile operating expenses paid by employers will 
increase by 2 cents to 24 cents per kilometre. For tax-
payers employed principally in selling or leasing 
automobiles, the prescribed rate will be increased by 
2 cents to 21 cents per kilometre. The amount of the 
benefit reflects the costs of operating an automobile. 
The additional benefit of having an employer-
provided vehicle available for personal use (i.e., the 
automobile standby charge) is calculated separately 
and is also included in the employee’s income.  

 

 

 

(Continued from page 1) HOW TO CALCULATE THE ALLOWANCE YOU GIVE TO 
YOUR EMPLOYEE FOR USING HIS OR HER OWN AUTOMO-

BILE OR OTHER VEHICLE 

 

Instead of providing the employee with a vehicle, you 
may give the employee an allowance for using his or 
her own automobile or other vehicle for work. This 
type of an allowance is a taxable benefit to the em-
ployee unless the allowance is calculated solely on 
the number of business kilometres driven in a year 
multiplied by a reasonable rate per kilometre. 

REASONABLE RATE PER KILOMETRE 

An amount is considered to be reasonable only if all 
of the following conditions apply: 

• use of the motor vehicle is measured solely by the 
number of business kilometres driven in a year;  

• the rate per kilometre is reasonable; and  

• the employer did not reimburse the employee for ex-
penses that relate to the same use, except if you reim-
burse an employee for supplementary business insur-
ance, tolls, ferry charges, and parking.  

THE RATES ARE FOR 2008 ARE : 

• 52¢ per kilometre for the first 5,000 kilometres 

• 46¢ per kilometre thereafter 

• an additional 4¢ per kilometre for travel in the North-
west Territories, Yukon, and Nunavut 

FLAT RATE ALLOWANCES 

A flat-rate allowance is not considered to be a reason-
able allowance since it is not based solely on the 
business kilometres driven in a year. Consequently, it 
is a taxable benefit. 

COMBINATION ALLOWANCES 

 
There may be situations where you pay a combina-
tion allowance that is comprised of both a flat rate 
and a reasonable per-kilometre allowance. If this al-
lowance covers the same use for the vehicle, the total 
combined allowance is taxable.  
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The calculation is based on the following: 

• the purchase cost or the lease cost of the automobile;  

• the number of days that the automobile is made avail-
able to the employee; 

• the actual extent of personal use (under certain condi-
tions); and  

• any reimbursement by the employee for the availability 
of the vehicle. 

When the automobile is owned by the employer, the 
standby charge is 2% x cost of automobile x # of 
months available to the employee in the year. 

If the automobile is available 12 months of the year, then 
24% of the cost of the automobile is included in the em-
ployee's income each year. 

When the automobile is leased by the employer, the 
standby charge is 2/3 x monthly lease costs (excluding in-
surance) x # of months available to the employee in the 
year. 

It’s important to note that the availability of an auto-
mobile is a separate consideration from that of per-
sonal use. An automobile is considered to be available 
to the employee until such time that the employee is 
required by the employer to return the automobile and 
the control over its use to the employer. It is consid-
ered to be available to the employee if it is used by the 
employee all day or for any part of the day or even if 
the automobile sits unused in the employee’s garage 
or on the employee’s driveway or parking spot. 

 

REDUCED STANDBY CHARGE 

The purpose of the reduced standby charge is to re-
duce the tax implications for employees who use the 
employer-provided automobile as little as possible for 
personal use. 

Prior to 2003, a reduced standby charge was applica-
ble if the total personal kilometres for the year was 
under 12,000 per year and the business use of the 
automobile was substantial (at least 90%). 

For 2003 and later years, the standby charge may be 
reduced if: 

• the kilometres driven for business use are at least 50% 
(90% previously) of the total kilometres driven, and 

• less than 20,004 km per year, or an average of 1,667 
km per month (1,000 km per month previously), are 
driven for personal use. 

The above rates remain unchanged for 2008. 

 

 

 

(Continued from page 1) 

Federal Website Auto benefits calculator 
You can calculate the value of an employee’s 

automobile benefits using the  
Automobile Benefits On-line Calculator 

www.cra-arc.gc.ca/autobenefits-calculator/ 
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