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0 Relying on this Guide

We are committed to providing you with accurate, consistent and clear information to help you understand
your rights and entitlements and your obligations.

If you follow our information and it turns out to be incorrect, or it is misleading and you make a mistake as a
result, we will take that into account when determining what action, if any, we should take.

Some of the information in this Guide applies to a specific financial year. This is clearly marked. Make sure
you have the information for the right year before making decisions based on that information.

Introduction

Primary legislative references

The fringe benefits tax (FBT) legislation consists of the following Acts:

. Fringe Benefits Tax Assessment Act 1986 establishes the rules for assessing and
collecting the tax. The Act is quite separate from the income tax assessment Acts.

o Fringe Benefits Tax Act 1986 imposes tax on the taxable value of fringe benefits.
Any change to the rate of tax is effected by amending this Act.

. Fringe Benefits Tax (Application to the Commonwealth) Act 1986 ensures that the
FBT legislation also applies to Australian Government authorities and departments.

Most of the information in this guide relates to the legislation contained in the Fringe Benefits Tax
Assessment Act 1986 (FBTAA).

Overview of the Guide
This Guide is our most comprehensive guide to FBT and is divided into three areas:
. Chapters 1 to 5 which explain the operation of FBT and your responsibilities as an
employer
. Chapters 6 to 21 which deal with how to identify and value each type of benefit and
the various concessions available, including for not-for-profit organisations

. Chapter 22 which explains the meaning of terms used throughout the guide
chapters and the primary FBT legislative references referred to throughout the
guide.

Below is a list of chapters that comprise the Guide with links to each and a brief summary of their
content. Changes and updates we have made can be found within each chapter through the online
version available on the Legal Database.


http://ato.gov.au/law/view/document?DocID=PAC/19860039/ATOTOC
http://ato.gov.au/law/view/document?DocID=PAC/19860040/ATOTOC
http://ato.gov.au/law/view/document?DocID=PAC/19860042/ATOTOC
http://ato.gov.au/law/view/document?DocID=SAV/FBTGEMP/00001

Chapter 1 — What is fringe benefits tax?
A fringe benefit is a '‘payment' to an employee, but in a different form to salary or wages.

According to the FBT legislation, a fringe benefit is a benefit provided in respect of employment.
This effectively means a benefit is provided to somebody because they are an employee. This
chapter expands on this principle including various ways you can reduce your FBT liability. It also
expands on related information in respect of GST, income tax and salary sacrifice and things that
are excluded from being a fringe benefit.

Chapter 2 — Calculating fringe benefits tax

Where you provide taxable fringe benefits to employees, there are some distinct steps involved in
calculating your FBT liability. When working out your FBT liability you must gross-up the taxable
value of benefits you provide, to reflect the gross salary employees would have to earn at the
highest marginal tax rate (including Medicare levy) to buy the benefits after paying tax.

Chapter 3 — How fringe benefits tax works
You must lodge an FBT return if you have a liability during an FBT year (1 April to 31 March).

You must lodge your return and pay the total FBT amount you owe for the FBT year ending
31 March by 21 May. However, if a tax agent is preparing your FBT return, different lodgment
arrangements may apply.

If you haven't paid FBT before, or if the amount of FBT you had to pay for the previous year was
less than $3,000, you only make one payment for the year when you lodge your FBT return. If it
isn't your final FBT return and you had to pay FBT or $3,000 or more in the previous year, you
must pay quarterly FBT instalments with your activity statement for the next FBT year.

Chapter 4 — Fringe benefits tax record keeping

There is a general requirement that you must keep records that are adequate to enable your FBT
liability to be assessed. For FBT purposes, these records must be kept for five years from the date
they are prepared, obtained or the transactions completed, and in a form that tax officers can
access and understand in order to determine your tax liability.

Chapter 5 — Reportable fringe benefits
As an employer, you must record the value of fringe benefits provided to each of your employees.

If the value of certain fringe benefits provided exceeds $2,000 in an FBT year (1 April to 31 March),
you must record the grossed-up taxable value of those benefits on your employee's payment
summary or income statement in Single Touch Payroll (STP) by the due date for finalisation for the
corresponding income year (1 July to 30 June). You may also have to report the notional value of
certain exempt benefits.

Chapter 6 — Not-for-profit organisations and fringe benefits tax

Depending on your type of organisation, certain benefits you provide to employees receive
concessional FBT treatment. Charities that want to access FBT concessions must be registered
with the Australian Charities and Not-for-profits Commission (ACNC) as a charity and endorsed by
us.
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Chapter 7 — Car fringe benefits

A car fringe benefit commonly arises where you make a car you own or lease available for the
private use of an employee. A car is taken to be made available for private use by an employee on
any day the car:

o is actually used for private purposes by the employee or associate
. is not at your premises, and the employee is allowed to use it for private purposes
. is garaged at their place of residence, regardless of whether they have permission

to use it privately.

As a general rule, travel to and from work is private use of a vehicle. Private use of a motor vehicle
that is not a car may give rise to a residual fringe benefit.

Chapter 8 — Loan and debt waiver fringe benefits

A debt waiver fringe benefit arises where you waive or forgive an employee's debt. For example, if
you sold goods to an employee and later told them not to bother about paying the amount invoiced
for the goods, you have provided a debt waiver fringe benefit.

A debt owed by an employee that you write-off as a genuine bad debt is not a debt waiver fringe
benefit

A loan fringe benefit arises where you provide a loan to an employee and charge a low rate of
interest (or no interest) during the FBT year. A low rate of interest is one that is less than the
statutory rate of interest. See Fringe benefits tax — rates and thresholds for the current statutory
rate of interest.

The use of the term 'loan' is quite broad. For example, if an employee owes you a debt but you
don't enforce payment after the debt becomes due, the unpaid amount is treated as a loan to the
employee. Such a loan commences immediately after the due date, at the rate of interest (if any)
that accrues on the unpaid amount.

Chapter 9 — Expense payment fringe benefits
An expense payment fringe benefit may arise where you:
. reimburse an employee for expenses they incur
. pay a third party for expenses incurred by an employee.

In either case, the expenses may be business or private expenses, or a combination of both but
they must be incurred by the employee.

Chapter 10 — Housing fringe benefits

If you provide an employee with the right to use a unit of accommodation and that unit of
accommodation is the usual place of residence of the employee, the right to use the unit of
accommodation is a housing fringe benefit.

A unit of accommodation includes:

. a house, flat or home unit

. accommodation in a house, flat or home unit

. accommodation in a hotel, motel, guesthouse, bunkhouse or other living quarters
. a caravan or mobile home

. accommodation on a ship or other floating structure.
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The employee doesn't have to have exclusive use of the accommodation.

Chapter 11 — Living-away-from-home allowance fringe benefits

If you pay an employee a living-away-from-home allowance, you are providing a living-away-from-
home allowance fringe benefit.

For FBT purposes, a living-away-from-home allowance is an allowance you pay to an employee. It
is intended to compensate for additional expenses incurred and any disadvantages suffered
because the employee has to live away from home to perform employment-related duties.
Additional expenses don't include expenses the employee could claim as an income tax deduction.

Chapter 12 — Airline transport fringe benefits

Changes were made to the FBT law relating to airline transport fringe benefits. Under these
changes, airline transport benefits are now taxed under the in-house benefit provisions.

Chapter 13 — Board fringe benefits

If you provide an employee with accommodation and there is an entitlement to at least two meals a
day — the meals may be a board fringe benefit.

Examples include:

o meals provided in a dining facility located on a remote construction site, oil rig or
ship

o meals provided to a live-in housekeeper or to resident teachers in a boarding
school.

Chapter 14 — Entertainment and fringe benefits

The provision of entertainment means the provision of entertainment by way of food, drink or
recreation. There is no category of fringe benefit called an entertainment fringe benefit, but the
following types of fringe benefits may arise from providing entertainment:

. a tax exempt body entertainment fringe benefit (only employers who are exempt
from income tax, see Chapter 15)

. an expense payment fringe benefit — for example, the cost of theatre tickets
purchased by an employee and reimbursed by the employer

. a property fringe benefit — for example, providing food and drink

. a residual fringe benefit — for example, providing accommodation or transport in

connection with such entertainment

Chapter 15 — Tax-exempt body entertainment fringe benefits

A tax-exempt body entertainment fringe benefit may arise where you incur entertainment expenses
and you are wholly or partially exempt from income tax, or don't derive assessable income from the
activities related to the entertainment.

Only entertainment expenditure that is non-deductible for income tax purposes can give rise to a
tax-exempt body entertainment fringe benefit.
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Chapter 16 — Car parking fringe benefits

Broadly, a car parking fringe benefit may arise where you provide car parking for an employee at or
near their place of employment, and:

o there is a commercial parking station available for all-day parking within a one-
kilometre radius of the premises on which the car is parked, and

o that commercial car parking station charges a fee for all-day parking that is more
than the car parking threshold.

The car parking threshold is indexed in line with the consumer price index. See Fringe benefits tax
— rates and thresholds for the current car parking threshold.

Chapter 17 — Property fringe benefits
A property fringe benefit arises when you provide an employee with free or discounted property.

For FBT purposes, property includes:

. goods (including gas and electricity, unless provided through a reticulation system)
and animals

. real property, such as land and buildings

. rights to property, such as shares or bonds.

Benefits specifically covered by earlier chapters of this Guide are excluded from being property
fringe benefits.

Chapter 18 — Residual fringe benefits

The term fringe benefit has a very broad meaning. It includes any right, privilege, service or facility
provided in respect of employment.

Any fringe benefit that is not subject to the rules outlined in one of the preceding chapters of this
Guide is called a residual fringe benefit. Essentially, these are the fringe benefits that remain, or
are left over, because they are not one of the more specific categories of fringe benefit.

Chapter 19 — Reductions in fringe benefit taxable value

A number of fringe benefits attract concessional treatment. The concession is a reduction in the
taxable value of the fringe benefit that results in a reduced amount of FBT, or even no FBT, being
payable.

The taxable value of a fringe benefit is calculated in accordance with valuation rules. Where the
‘otherwise deductible' rule applies, the taxable value is then reduced.

If the fringe benefit is of a type that attracts any of the concessions listed in Chapter 19, you may
reduce the taxable value further. In some instances there may be special conditions that must be
satisfied before the concession applies — for example, keeping certain records.

Chapter 20 — Exempt benefits

A number of benefits are exempt from FBT. Although these are popularly called ‘exempt fringe
benefits', they are referred to in the FBT legislation as 'exempt benefits' — in fact, by definition, an
exempt benefit cannot be a fringe benefit.
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Chapter 21 — Employee cars — applying the 'otherwise deductible’ rule

Various chapters in this Guide describe a procedure for calculating the reduction in FBT available
under the otherwise deductible rule. There is a modified procedure used to calculate the amount
that hypothetically would have been allowable as an income tax deduction to the employee where
the costs of operating the employee's own car are involved.

Chapter 22 — Definition of key terms

Various chapters in this Guide describe specific terms and processes that are used in

FBT legislation. These terms and a brief explanation of each are provided to help establish their
application to particular types of fringe benefits and their use in the calculation of taxable value and
liability.
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CHAPTER 1 — What is fringe benefits tax?
1.1 What is a fringe benefit?

A fringe benefit is a '‘payment' to an employee, but in a different form to salary or wages.

According to the FBT legislation, a fringe benefit is a benefit provided in respect of employment.
This effectively means a benefit is provided to somebody because they are an employee. The
employee may even be a former or future employee.

An employee is a person who is, was, or will be entitled, to receive salary or wages, or benefits in
lieu of salary and wages. Benefits provided in respect of someone who has died are not fringe
benefits as a deceased person does not meet the definition of 'employee’ in the FBT legislation.

The terms ‘benefit’ and ‘fringe benefit’ have broad meanings for FBT purposes. Benefits include
rights, privileges or services.

As a guide to whether a benefit is provided in respect of employment, ask yourself whether you
would have provided the benefit if the person had not been an employee. When we refer to 'you' in
this Guide, we are referring to you as an employer.

To simplify the explanations in this Guide, we generally discuss examples where the fringe benefit
is provided directly by an employer to an employee. However, a fringe benefit may be provided by
an associate of the employer or under an arrangement between a third party and the employer. It

may also be provided to an associate of the employee (for example, a relative).

Example — benefit provided in respect of employment
David's employer reimburses him for his home telephone rental costs.

If David was not an employee, the reimbursement would not have been made. Therefore,
reimbursement is a benefit provided in respect of employment and, consequently, it is a fringe
benefit.

Example — benefit not provided in respect of employment

Sarah, an adult daughter of a business owner, is employed in the family business. Her parents give
her a birthday present. The gift is given because of the family relationship and would have been
given even if Sarah had not been employed in the family business.

Although the recipient of the gift is an employee, the gift was not provided in respect of
employment and, therefore, is not a fringe benefit.

1.2 Who pays the tax?

FBT is paid by the employer.

You will be an employer for FBT purposes if you make a payment to an employee, company
director or office holder that is subject to withholding obligations, or if you provide benefits in lieu of
such payments. These withholding obligations may apply to payments made to an Australian
resident employee working overseas.

If you are an international organisation and provide benefits to employees in Australia, these
benefits may be subject to FBT in Australia (keeping in mind that Australia has comprehensive
double tax agreements with the United Kingdom and New Zealand, which currently include FBT).

As an employer, you pay FBT irrespective of whether you are a sole trader, partnership, trustee,
corporation, unincorporated association, government or government authority.
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This is regardless of whether you or another party provides the fringe benefit. FBT is payable
whether or not you are liable to pay other taxes such as income tax.

You may claim an income tax deduction for the cost of providing fringe benefits and for the amount
of FBT you pay.
1.3 Are you providing fringe benefits?

The following checklist will help you work out if you are already providing a fringe benefit to your
employees. If any of the following apply, you may have an FBT liability.

. Do you hold any cars or other vehicles that are available to employees for their
private use, including a car garaged at the employees' place of residence?

. Do you provide loans at reduced interest rates to employees?

. Have you released an employee from a debt?

. Have you paid for, or reimbursed, an employee's non-business expense?

. Do you provide a house or other accommodation to your employees?

. Do you provide employees with living-away-from-home allowances?

. Do you provide entertainment including food, drink or recreation to your employees?

. Do any of your employees have a salary package arrangement in place?

. Have you provided your employees with goods at a lower price than they are

normally sold to the public?

Fringe benefits have been categorised into 13 different types so that specific valuation rules can be
used. These benefits are dealt with separately in their respective chapters in this Guide.

A number of benefits are exempt from FBT. These include certain benefits provided by religious
institutions and benefits provided by some international organisations and public benevolent
institutions. In addition, there are some specific types of benefits that are exempt from FBT.

There are also a range of concessions available. Some of these concessions reduce the taxable
value of a fringe benefit to nil, whereas others provide only a partial reduction. The concessions
relevant to each type of benefit are listed in the respective chapters of this guide.

See also:
. Chapter 20 — Exempt benefits

) Chapter 19 — Reductions in fringe benefit taxable value

1.4 Reducing your FBT liability

There are various ways you can reduce your FBT liability — sometimes to nil. You can reduce an
FBT liability in the following ways.

Replace fringe benefits with cash salary

An employee pays income tax on the salary or wages, rather than you paying FBT if you replace
an employee's fringe benefits with the cash equivalent in the form of salary or wages.
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Provide benefits that are exempt from FBT

You will not have an FBT liability if you provide only exempt benefits, or benefits that are not fringe
benefits.

Provide tax-deductible benefits

You may not have an FBT liability if you pay for or reimburse an expense an employee would
otherwise have been able to claim as an income tax deduction.

Use employee contributions

In most cases, you can reduce your FBT liability if employees make payments towards the cost of
providing a fringe benefit. The payment is commonly called an employee contribution.

Generally, the payment is a cash payment made to you or the person who provided the benefit.
However, an employee can also make an employee contribution towards a car fringe benefit by
paying a third party for some of the operating costs (such as fuel) that you don't reimburse.
Contribution of services as an employee is not considered an employee contribution for FBT
purposes.

Important points to note about employee contributions are:
. the employee contribution must be paid out of the employee's after-tax income

. an employee contribution towards a particular fringe benefit can't be used to reduce
the taxable value of any other fringe benefit

. in certain circumstances, employee contributions can be made by offsetting against
amounts owed to an employee

o an employee contribution paid directly to you (including those received by offsetting
against amounts owed to an employee) is included in your assessable income

° an employee contribution paid to a third party who is not an associate (for example,
to a mechanic for the servicing of a car) is not assessable to you (and not
deductible, because you did not incur the outgoing)

) an employee contribution may be treated as consideration for a taxable supply for
goods and services tax (GST) purposes. Accordingly, you would have to pay GST
on the supply. However, there is no GST payable on an employee's contribution
where

- the benefit is GST-free or input taxed
- the GST is paid to a third party (for example, to purchase fuel)

- you (or another provider of the benefit) are not registered or required to be
registered for GST

- the benefit is not a taxable supply.

When calculating the taxable value of the benefit, the full amount of the contribution (GST-inclusive
amount) is used to reduce the taxable value of the benefit.

1.5 What is not subject to FBT?

Not all benefits provided in respect of employment are fringe benefits. The FBT legislation
excludes certain benefits from being fringe benefits.
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Salary or wages

Payments of salary or wages are not fringe benefits. The term 'salary or wages' means a payment
from which an amount of tax must be withheld.

Employee share schemes

Benefits provided to employees from the acquisition of shares or rights to acquire shares, are not
fringe benefits if the share acquisition scheme conforms to the necessary income tax requirements.
This exemption extends to relatives of employees.

Superannuation
The following are not fringe benefits:

. contributions you make to a complying super fund for an employee. To have
reasonable grounds for believing a fund is a complying super fund, you must obtain
an appropriate written statement from the fund trustee

. contributions you make to a foreign super fund for super benefits for an employee
where the employee is a temporary resident when the contribution is made

. payments you make to a retirement savings account held by an employee.

However, super contributions you make for an associate of an employee are subject to FBT.

Employment termination payments

Employment termination payments are not fringe benefits. Broadly, employment termination
payments are payments made as a result of terminating the employment of an employee (for
example, a lump sum paid on retirement). Property you transfer to an employee in relation to
terminating their employment is an employment termination payment (for example, a company car
you give or sell to an employee on termination).

Payments of a capital nature

Payments of a capital nature for a legally enforceable contract in restraint of trade, or for personal
injury to a person, are not fringe benefits.

Dividends
Payments of amounts that are dividends are not fringe benefits.

Payments made to shareholders or their associates of a private company are fringe benefits if they
are made in respect of employment.

1.6 What are the GST consequences of providing benefits?

GST (input tax) credits

You are entitled to GST credits for acquisitions made to provide fringe benefits if you are registered
or required to be registered for GST. However, there are some exceptions to this general rule,
such as where the acquisition relates to a GST-free or input taxed supply.
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If you are entitled to a GST credit in providing a fringe benefit, you use the higher gross-up rate
(called type 1) to calculate the FBT payable. For more on calculating FBT payable, refer to
Chapter 2.

GST on employee contributions

If the fringe benefit or exempt benefit you provide is a taxable supply for GST purposes, and your
employee makes an employee contribution towards that benefit, you have to pay GST on the
consideration received.

The contribution or payment (excluding recipient's rent — refer to Chapter 10) is the price of that
supply. Therefore, the GST you have to pay is 1/11th of that amount.

Where an employee makes a contribution by paying a third party — for example, they purchase fuel
or oil in respect of a car fringe benefit — you don't have to pay any GST. In such cases, GST has
already been paid when the third party made the sale to the employee or associate.

Contributions related to GST-free or input taxed supplies are not taxable supplies and, therefore,
no GST is payable on any contribution towards these supplies.

If you are not registered or required to be registered for GST, you will not pay GST on an employee
contribution.

Example

During the FBT year ending 31 March 2020, a hardware retailer provides their employee, Derek,
with a car benefit. The FBT value of the benefit is $7,000. Derek pays $5,500 to his employer on
15 April 2019, and $1,000 in petrol costs and $500 car insurance during the year ending 31 March
2017. Because the total employee contribution of $7,000 equals the FBT value of $7,000, the FBT
taxable value of the benefit is zero.

As Derek has contributed $5,500 directly to his employer, the employer is liable for GST of 1/11th
of $5,500 — that is, $500. Derek's payments of $1,500 to third parties are not a contribution for the
supply of the benefit for GST purposes and his employer does not have to remit 1/11th of this
contribution.

When calculating the taxable value of a benefit, the value of the fringe benefit is the GST-inclusive
value where applicable.

Where the otherwise deductible rule applies, you reduce the taxable value of a fringe benefit by the
hypothetical income tax deduction the employee would have been entitled to if they had incurred
the expense. In these situations, you take into account the GST-inclusive value where applicable.

1.7 What are the income tax consequences of providing benefits?

The cost you incur when providing a fringe benefit or exempt benefit is usually an allowable income
tax deduction. Certain expenses that are prevented by the income tax legislation from being
deductible, for example, entertainment expenses, become allowable deductions when subject to
FBT. For more information about entertainment and tax deductibility, refer to section 14.15.

You must include any employee contributions paid directly to you in your assessable income,
including those contributions received by way of an offset against an amount payable to the
employee. Employee contributions paid to a third party who is not an associate (for example, for
fuel) are not assessable to you.
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The amount of FBT you have paid is generally an allowable income tax deduction. If an employee
reimburses you for the FBT paid, the reimbursement is included in your assessable income.
However, it is not an allowable deduction for the employee.

A fringe benefit is exempt income for income tax purposes in the hands of the recipient.

Where a GST credit is available in respect of a fringe benefit, the income tax deduction is the
GST-exclusive value of the fringe benefit. If no GST credit is available, the income tax deduction is
the full amount paid or incurred on the relevant acquisition, including GST where applicable.

Where the benefit provided is a GST taxable supply, and you receive an employee contribution,
you include the GST-exclusive value of the contribution in your assessable income.

1.8 Salary sacrifice

What is a salary sacrifice arrangement?

A salary sacrifice arrangement is an arrangement between you and your employee, where your
employee agrees to forgo part of their future entitiement to salary or wages in return for you
providing them with benefits of a similar value. A salary sacrifice arrangement is commonly
referred to as salary packaging or total remuneration packaging.

Under an effective arrangement:

. the employee pays income tax on the reduced salary or wages
. you, as the employer, may be liable to pay FBT on the fringe benefits provided
. salary-sacrificed super contributions are classified as employer super contributions

(not employee super contributions) and are taxed in the super fund under tax laws
dealing specifically with super contributions.

What are the requirements for an effective salary sacrifice arrangement?
The agreement cannot cover past service

An effective salary sacrifice arrangement is an arrangement between you and your employee
specifying the amount of salary or wages income to be sacrificed. The arrangement should be
entered into before the work is performed. If the arrangement is put into place after the work has
been performed, the salary sacrifice arrangement may be ineffective.

It is advisable that you and your employees have a written agreement including all the terms of any
salary sacrifice arrangement.

Employees can renegotiate a salary sacrifice arrangement at any time, subject to the terms of any
contract of employment or industrial agreement.

If a fringe benefit has not been provided and is cashed out at the end of a salary sacrifice
arrangement accounting period, the amount cashed out is salary and is subject to the normal rules
for salary and wages, including PAYG withholding and super guarantee obligations. The amount
will be assessable to the employee.

What types of benefits can be included in a salary sacrifice arrangement?

All non-cash benefits can be sacrificed. The important thing is that these benefits form part of the
employee's remuneration, replacing what could otherwise have been paid as salary. The types of
benefits employers generally provide in salary sacrifice arrangements include super, fringe benefits
and exempt benefits.
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Superannuation

Super contributions you make under a salary sacrifice arrangement to an employee's complying
super fund are not fringe benefits.

Where super contributions are paid for the benefit of an associate of an employee, such as a
spouse, they are considered to be a fringe benefit. Similarly, where contributions are paid to a non-
complying super fund, they will be considered to be a fringe benefit.

Fringe benefits

Fringe benefits provided in salary sacrifice arrangements are often car fringe benefits and expense
payment fringe benefits, such as payment of an employee's loan repayments, school fees, child
care costs and home telephone costs.

Exempt benefits

The FBT legislation states that certain benefits are exempt from FBT. For example, expense
payments, property or residual benefits arising from the provision of certain work-related items are
commonly provided in salary sacrifice arrangements. For more information on the exemption of
certain work-related items, refer to section 20.8.

Donations made

Donations made to a deductible gift recipient under salary sacrifice arrangements don't result in
employers incurring an FBT liability.

What are the implications of an effective salary sacrifice arrangement for employers?
FBT

You may have FBT obligations when you enter into a salary sacrifice arrangement giving
employees non-cash benefits.

Assessable income

The reduced salary amount specified in a salary sacrifice arrangement is the employee's
assessable income.

GST

You may be able to claim an input tax credit for GST paid in providing the benefit if you are
registered for GST. For expenses incurred to provide fringe benefits that are subject to GST and
where you hold a valid GST invoice, you are entitled to claim the GST credit when submitting your
activity statement.

Employee contributions

The taxable value of a benefit may be reduced through the payment of employee contributions.
The amount sacrificed does not count as an employee contribution when determining the taxable
value of any fringe benefits the employee receives. Employee contributions must be paid out of the
employee's after-tax income.
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PAYG withholding and payment summaries

Tax withheld should be based on gross salary and wages paid and should not include salary-
sacrificed amounts. The employee's payment summary or income statement should show the
gross amounts of all salary and wages (excluding salary-sacrificed amounts) and the relevant total
amount of tax withheld for the year.

Where an employee's individual fringe benefits amount is more than $2,000 (that is, the equivalent
grossed-up taxable value of $3,738), you must report the grossed-up value on their payment
summary or income statement.

What are the implications of an effective salary sacrifice arrangement for employees?
Assessable income

The employee pays income tax on the cash component of their salary package, not including the
salary-sacrificed fringe benefits.

FBT

You are liable for any FBT payable on the benefits received. The FBT payable is determined at the
highest marginal income tax rate, including the Medicare levy. However, you may ask the
employee to contribute towards the FBT payable.

See also:

o Fringe benefits tax — rates and thresholds

Reportable fringe benefits

If the total taxable value of certain fringe benefits received by an employee in an FBT year (1 April
to 31 March) exceeds $2,000, you must report the grossed-up taxable value of those benefits on
their payment summary or income statement for corresponding income year (1 July to 30 June).

As employees don't pay income tax on fringe benefits, the grossed-up taxable value of a benefit
reflects the gross salary that would have to be earned to purchase the benefit from after-tax
dollars. This is calculated at the highest marginal tax rate, including the Medicare levy.

See also:
. Fringe benefits tax — rates and thresholds

The value of fringe benefits reported on a payment summary or income statement is known as the
reportable fringe benefits amount.

The reportable fringe benefits total is not included in the employee's taxable income and does not
affect the amount of basic Medicare levy payable. It is, however, included in a number of income
tests relating to government benefits and obligations.

See also:
) Reportable fringe benefits
o Miscellaneous Taxation Ruling MT 2050 Fringe benefits tax: payment of a recipients

contribution by journal entry
. Taxation Ruling TR 2007/12 Fringe benefits tax: minor benefit

o Taxation Ruling TR 2001/10 Income tax: fringe benefits tax and superannuation
guarantee: salary sacrifice arrangements
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CHAPTER 2 - Calculating fringe benefits tax

Remember, a fringe benefit may be provided by another person on behalf of an employer. It may
also be provided to an associate of an employee (for example, a relative).

We do not usually notify you of how much FBT you have to pay. Rather, you self-assess your FBT
payable. For more on FBT assessments, refer to section 3.3.

2.1 FBT year

The FBT year is the 12 months beginning 1 April and ending 31 March.

2.2 Rate of tax

The rate of FBT may vary from year to year but we will advise you of the rate each year. For the
current FBT rate, see Fringe benefits tax — rates and thresholds.

2.3 How is the amount of tax determined?

Where you provide taxable fringe benefits to employees, there are some distinct steps involved in
calculating your FBT liability. With the introduction of the GST, there are two separate gross-up
rates used to calculate fringe benefits taxable amounts — a higher (type 1) and a lower (type 2)
gross-up rate.

The higher gross-up rate (refer to section 2.11) is used where you (or other benefit providers) are
entitled to a GST credit for GST paid on benefits provided to an employee. These benefits are
known as GST-creditable benefits (refer to section 2.5 for a full definition of a GST-creditable
benefit).

The lower gross-up rate is used where there is no entitlement to a GST credit (refer to section
2.11).

You use the lower gross-up rate to calculate an employee's reportable fringe benefits amount
(refer to section 5.4).

2.4 GST and fringe benefits

A GST of 10% applies on most goods and services supplied in Australia and on goods imported
into Australia. GST affects the calculation of your FBT liability.

As outlined in section 2.3, you use a higher gross-up rate to calculate your FBT liability where you
(or other providers) are entitled to GST credits for GST paid on goods or services acquired to
provide the benefits. Where there is no entitlement to a GST credit, the lower gross-up rate is
used.

If an employee makes a contribution or payment towards the cost of the fringe benefit provided,
this may be treated as consideration for a taxable sale for GST purposes.

2.5 GST-creditable benefits

A GST-creditable benefit arises where the person who provided the fringe benefit (or another
member of the same GST group) is entitled to a GST credit for providing the benefit.
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A benefit provided in respect of an employee is also a GST-creditable benefit if:
. the benefit consists of

- a thing (as defined in the A New Tax System (Goods and Services Tax) Act
1999 (the GST Act))

- an interest in such a thing

- a right over such a thing

- a personal right to call for or be granted any interest in or right over such a
thing

- a licence to use such a thing, or
- any other contractual right exercisable over or in relation to such a thing, and

o the thing was acquired or imported and the person who provided the fringe benefit
(or another member of the same GST group) is entitled to a GST credit because of
the acquisition or importation.

Example — travel

An employee travels interstate on business for his employer. His wife accompanies him. They stay
an extra few days to visit relatives. Their stay at the motel is a taxable sale and the employee
receives a tax invoice when he pays the account. His employer reimburses him on his return by
paying him the full cost of their accommodation expenses. The employer is entitled to a GST credit
equal to the amount of GST included in the price of the accommodation.

Example — provision of benefits

An employer provides an employee with a home entertainment system for their private use. The
employer received a tax invoice when they purchased the home entertainment system. The
employer is entitled to a GST credit equal to the amount of GST included in the price of the
entertainment system.

2.6 GST-free and input taxed benefits

Any fringe benefits that are wholly GST-free or input taxed, or for which you (or another provider)
are not otherwise entitled to a GST credit, are classified as type 2 benefits. They are grossed up at
the lower gross-up rate (refer to section 2.11).

2.7 Establishing the individual fringe benefits amount

You must allocate the taxable value of all fringe benefits, except excluded fringe benefits, related to
an FBT year to the relevant employee. This is the employee's individual fringe benefits amount.
Where you provide benefits to an associate of an employee in respect of that employee's
employment, you allocate the value to the employee, not to the associate.

The taxable value of a fringe benefit is established from a series of valuation rules. There are
different categories of fringe benefit and each has its own specific rules for calculating the taxable
value. These rules are set out in later chapters of this Guide on the specific types of fringe benefits.

There are also different rules for calculating the individual fringe benefits amount and FBT payable
if you are a not-for-profit employer, refer to Chapter 6.
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2.8 Employee contributions

In most categories, if an employee makes a payment to you as a contribution towards the cost of
providing a fringe benefit, the taxable value of that fringe benefit is reduced by the amount of the
payment. Such a payment is referred to as an employee contribution (or recipient's contribution).

Some important points to note about employee contributions are:

an employee contribution may be made only from an employee's after-tax income

you can't use an employee contribution towards a particular fringe benefit to reduce
the taxable value of any other fringe benefit

in certain circumstances, journal entries in your accounts can be an employee
contribution

an employee contribution paid directly to you (including those received by journal
entry) are included in your assessable income (as a general rule, the costs you incur
in providing fringe benefits are income tax deductible)

an employee contribution paid to a third party who is not an associate (for example,
for the servicing of a car) is not assessable to you

when calculating the taxable value of either a type 1 or type 2 benefit, you use the
full GST-inclusive amount of the contribution to reduce the taxable value of the
benefit.

2.9 Excluded fringe benefits

Excluded fringe benefits are those fringe benefits that don't have to be reported on payment
summaries. For a list of these benefits, refer to section 5.2.

2.10 Calculating the fringe benefits taxable amount

Use the following steps to calculate your fringe benefits taxable amount.

Step | Action

1 For each employee, identify those fringe benefits that are GST-creditable benefits.
Work out the employee's individual fringe benefits amount (refer to section 2.7) for
those benefits.

2 Add up all the individual fringe benefits amounts worked out in Step 1.

3 Identify the excluded fringe benefits (refer to section 2.9) that are GST-creditable
benefits.

4 Add up the totals from Steps 2 and 3. This is known as the type 1 aggregate fringe
benefits amount.

5 For each employee, identify those benefits that are not taken into account under Step
1. Work out the individual fringe benefits amount for each employee for those benefits.

6 Add up all the individual fringe benefits amounts worked out in Step 5.

7 Identify the excluded fringe benefits that are not taken into account under Step 3 and

add up the taxable value of those excluded fringe benefits.
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8 Add up the totals from Steps 6 and 7. This is known as the type 2 aggregate fringe
benefits amount.

9 Calculate the fringe benefits taxable amount (refer to section 2.11) by grossing up the
type 1 aggregate fringe benefits amount and the type 2 aggregate fringe benefits
amount and adding them together.

10 Calculate the amount of tax payable as a percentage of the fringe benefits taxable
amount.
See also:
o Chapter 6 — Not-for-profit organisations and fringe benefits tax

2.11 The fringe benefits taxable amount

Higher gross-up formula (type 1)

The higher gross-up formula was introduced to avoid allowing employers the benefit of GST credits
for goods and services purchased for the private use of employees. The higher gross-up rate
effectively recovers the GST credit you can obtain in providing a fringe benefit. You use the
following formula to calculate the higher gross-up rate:

Type 1 aggregate fringe FBT rate + GST rate
benefits amount (1 - FBT rate) x (1 + GST rate) x FBT rate

For the current type 1 gross-up rate, see Fringe benefits tax — rates and thresholds.

The type 1 aggregate fringe benefits amount represents the total taxable values of fringe benefits
(including any excluded fringe benefits) that are GST-creditable benefits (refer to section 2.5).

Lower gross-up formula (type 2)

Fringe benefits and excluded fringe benefits that are not type 1 benefits are called type 2 benefits.
The lower gross-up rate is used for type 2 benefits. You use the following formula to calculate the
rate:

Type 2 aggregate fringe " 1
benefits amount 1 - FBT rate

For the current type 2 gross-up rate, see Fringe benefits tax — rates and thresholds.

The type 2 aggregate fringe benefits amount represents the total taxable values of all other fringe
benefits (including any excluded fringe benefits) that are not type 1 benefits.

Formula for calculating the fringe benefits taxable amount

You calculate your fringe benefits taxable amount as follows:

Type 1 aggregate fringe FBT rate + GST rate
benefits amount (1 - FBT rate) x (1 + GST rate) x FBT rate
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plus
Type 2 aggregate fringe " 1
benefits amount 1 - FBT rate

Example — using gross-up rates

An employer provides the following benefits to a single employee.

Car fringe benefit (GST taxable supply with an entitlement to GST $7,700
credits)

Restaurant meals valued as expense payment fringe benefits (excluded | $1,100
fringe benefit with an entitlement to GST credits)

School fees valued as expense payment fringe benefits (GST-free $6,000
supplies with no entitlement to GST credits)

Remote area rent reimbursement (excluded fringe benefit with no $3,000
entitlement to GST credits)

Type 1 individual fringe benefits amount (Steps 1 and 2) $7,700
Type 1 excluded fringe benefits amount (Step 3) $1,100
Employer's type 1 aggregate fringe benefits amount (Step 4) $8,800
Type 2 individual fringe benefits amount (Steps 5 and 6) $6,000
Type 2 excluded fringe benefits amount (Step 7) $3,000
Employer's type 2 aggregate fringe benefits amount (Step 8) $9,000

If the FBT rate is 47% and the GST rate is 10%, the employer's fringe
benefits taxable amount is calculated as follows:

$8,800 x [47% + 10%] + [(1 — 47%) x (1 + 10%) x 47%)]

= $8,800 x 2.0802 (rounded to the nearest dollar) $18,306
$9,000 x 1+ (1—-47%)
= $9,000 x 1.8868

= (rounded to the nearest dollar) $16,981
The total fringe benefits taxable amount (Step 9) $35,287
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2.12 Calculating the FBT payable

The tax payable is the fringe benefits taxable amount multiplied by the rate of tax.

Example

If the fringe benefits taxable amount is $35,287 and the rate of tax is 47%, the tax payable is
$16,584.89 — that is, $35,287 x 47% (Step 10 from section 2.10).

For an explanation of how to calculate FBT if you are a not-for-profit organisation, refer to
Chapter 6.

See also:

o Miscellaneous Taxation Ruling MT 2050 Fringe benefits tax: payment of recipients
contribution by journal entry
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CHAPTER 3 - How fringe benefits tax works
3.1 Registration

We recommend you register once you establish that you have to pay FBT. To register for FBT,
complete an Application to register for fringe benefits tax and send it to the ATO.

Once you are registered, we will send you additional information to help you lodge your return. You
don't need to make your first payment until you lodge your first FBT return.

Your FBT number is the same as your tax file number.

3.2 Annual return

The FBT year runs from 1 April to 31 March each year. You must lodge your annual FBT return
with the ATO by 21 May each year, unless you have made an arrangement with us for an
extension of time to lodge, or you lodge via a tax agent who has been given another lodgment
date. Any returns that we receive later than the first business day after 21 May, without prior
arrangement, may incur an administrative penalty. Where 21 May falls on a weekend or a public
holiday, your annual FBT return is due on the next business day.

Using the rules explained in this Guide, you can calculate the FBT you have to pay. This amount is
shown on your annual return and is the basis of your assessment. You are also required to provide
some other brief details on your annual return, such as the different categories of fringe benefits
provided, the total taxable value of each category, and the total employee contributions for some
categories.

You don't need to lodge an FBT return if your fringe benefits taxable amount for the year is nil. If
you are registered for FBT but don't need to lodge an FBT return, you must lodge a Notice of non-
lodgment — Fringe benefits tax.

However, if you had FBT instalment obligations during the year and did not vary those instalments
to nil, lodging an FBT return will allow us to update your account to ensure these credits are made
available to you.

See also:

. FBT regqistration, lodgment, payment and reporting

Request for deferral of time to lodge

If you prepare and lodge your own return and need additional time, phone us before the due date
on 13 11 42 between 8am and 6pm, Monday to Friday.

You will be granted a deferral only where there are extenuating circumstances.

Organisations with more than one office or employer

You lodge one FBT annual return, covering the fringe benefits provided to all your employees. This
is the case even if you have decentralised operations (for example, you own several branch offices
or businesses).

Employers who form part of a corporate group (that is, a group of associated companies) must
lodge a separate FBT annual return for each employer in the group that provides employees with
fringe benefits.

Fringe benefits tax — a guide for employers Page 21 of 313


https://www.ato.gov.au/Forms/Application-to-register-for-fringe-benefits-tax/
https://www.ato.gov.au/Forms/FBT---notice-of-non-lodgment/
https://www.ato.gov.au/Forms/FBT---notice-of-non-lodgment/
https://www.ato.gov.au/businesses-and-organisations/hiring-and-paying-your-workers/fringe-benefits-tax/fbt-registration-lodgment-payment-and-reporting

3.3 FBT assessments
We don't usually issue FBT assessment notices. This is because FBT is self-assessed by
employers. In effect, assessment occurs when you lodge a properly completed annual return.

The basis of this self-assessment lies in the following steps that are taken to occur on the day your
annual return is lodged with us.

. We are regarded as having made an assessment of your fringe benefits taxable
amount and also of the total amount of tax payable.

. The annual return is regarded as being a notice of our assessment.

. The notice of assessment is regarded as having been served on you, the employer.

If you don't lodge a self-assessed FBT return, we may assess your FBT payable and serve notice
of that assessment.

3.4 Amendments
If you realise after lodging your return that you have made a mistake, request an amendment as
soon as possible.
We may amend an FBT assessment if:
. you don't disclose benefits or wrongly valued benefits

. you request an amendment to your FBT payable (for example, because you have
overpaid or underpaid FBT).

As you may incur a penalty for an incorrect return, it is important to advise us of any mistakes
early. An amendment can usually be made only within three years from the date an FBT return is
lodged. However, where tax has been avoided, the amendment can be made within six years of
lodgment. In cases of fraud or evasion, there is no time limit on when we can amend an
assessment.

See also:

. Fringe benefits tax returns

3.5 Paying FBT

If you have not previously paid FBT or if the amount of FBT payable in the previous year was less
than the instalment threshold (currently $3,000), you pay the tax once a year when you lodge your
annual FBT return.

If you had to pay FBT of $3,000 or more in the previous year, you pay the tax quarterly with your
activity statement. This is the case even if you estimate you will pay less than $3,000 FBT in the
current year.

Instalments on the activity statement

If you have to pay your FBT liability in quarterly instalments, we will send you an activity statement
with your instalment amount printed on it. The amount on which instalments are based is called the
notional tax amount. Generally, this amount is the same as your previous year's liability.

The instalment amount is simply one quarter of the notional tax amount. For example, if you had to
pay $20,000 FBT for the year 1 April 2016 to 31 March 2017, the instalments payable for the
following year would be $5,000 each quarter. You make any balancing payment when you lodge
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your annual return. If your instalments are more than your annual liability and you have no other
taxes outstanding, we will refund you the difference.

Varying instalments on the activity statement

If you estimate that your FBT payable will be less than the notional tax amount, you may vary your
quarterly instalment on your activity statement. However, you may vary an FBT instalment only if
you lodge your activity statement by the due date. To do this, you must record on your activity
statement the estimated amount of tax payable for the whole year, the varied FBT instalment and a
reason code for the variation.

The amount payable as a varied instalment is a quarter of the estimated FBT liability for the year.

Example

An employer's notional tax amount is $20,000. The instalment ordinarily payable is $5,000.
However, before paying the first instalment, the employer estimates that their FBT liability for the
year will be $16,000. Provided the variation is notified on the activity statement and the activity
statement was lodged on time, the employer may pay varied instalments of $4,000.

If you vary your instalment on the second or third quarter activity statement, you can use the
excess paid on any earlier instalments as part payment of the varied instalments. However, the
amount of a varied instalment must be sufficient to ensure that:

. for the quarter ended 30 June, 25% of your estimated liability for the year is paid
. for.éhe quarter ended 30 September, 50% of your estimated liability for the year is
pai
. for.éhe quarter ended 31 December, 75% of your estimated liability for the year is
pai
. for the quarter ended 31 March, 100% of your estimated liability for the year is paid.
Example

An employer's notional tax amount is $20,000. They:
o pay $5,000 as the first instalment, based on the notional tax amount, and

. when the second instalment is due, lodge a variation based on an estimated annual
tax payable of $16,000.

The amount payable for the second instalment is half of the estimated liability, less the amount
already paid (that is, half of $16,000, less $5,000). Therefore, the amount payable is $3,000.

Similarly, the amount payable for the third instalment is three-quarters of the estimated liability,
less the amounts already paid (that is, three-quarters of $16,000, less $8,000.) Therefore, the
amount payable is $4,000.

You can lodge more than one variation during the year and can even vary each instalment
payment.

It is important to take care when estimating your instalment amount as you may incur a general
interest charge if you underpay your FBT liability for the year.
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Variation below instalment threshold

Where your notional tax amount (based on your previous year's liability) is more than the
instalment threshold, you must pay your annual FBT liability in quarterly instalments. This is the
case even where your estimated liability for the year is less than the instalment amount.

Example
The instalment threshold is $3,000.

An employer's notional tax, based on the previous year's liability, is $4,000. At the time of the first
instalment, the employer estimates that their liability for the year will be $2,400 and lodges a
variation to that amount.

Even though the estimated notional tax is less than the instalment threshold, the employer still has
to pay instalments of a quarter of $2,400 (that is, $600).

Reason code for variation

If you vary your FBT instalment amount, you must explain why by showing on your activity
statement the reason code that best describes your circumstances.

Codes for variation

Reason for varying Code
Current business structure not continuing 22
Change in fringe benefits for employees 30
Change in employees with fringe benefits 31
Fringe benefits rebate now claimed 32
See also:
. FBT — how to complete your activity statement labels
How to pay

You must pay the total amount of FBT payable by 21 May or the first business day after, unless
you have made other arrangements with us.

All FBT payments can be rounded down to the nearest multiple of five cents.
We offer several different payment methods.
See also:

. How to pay

Payment difficulties

If you are having difficulty making a payment, you should phone 13 11 42 to discuss your
circumstances.
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3.6 Objection, review and appeal rights

You can object to a decision relating to an assessment or an amendment to an assessment in the
following ways.

Objection
We recommend you use our objection forms. An objection must:
. be in writing
. be lodged with the Commissioner within certain time limits (if you have not

requested an extension of time), and
. state the grounds for the objection fully and in detail.

You must lodge objections within four years of the date of your notice of assessment or
self-assessment.

If the objection relates to an amended assessment, you must lodge it within four years of the date
of the notice of the assessment that was amended, or within 60 days of the notice of the amended
assessment, whichever is the later. The time limit may be extended, but this will only be done in
limited circumstances — for example, where you can show that the delay in lodging the objection
was due to circumstances beyond your control.

When we provide you with our decision on your objection, we will include information that explains
what you can do if you are dissatisfied with the objection decision.

See also:

. Complete and lodge your objection

Review

If you are dissatisfied with the decision on an objection, you may seek a right of review by the
Administrative Review Tribunal or appeal to the Federal Court.

To obtain a review by the Administrative Review Tribunal, you should lodge an appeal directly with
the tribunal, generally within 60 days from the date the notice of decision on the objection was
served. A referral fee applies, but is refunded if your appeal is successful. If you are dissatisfied
with the decision by the Administrative Review Tribunal on a question of law, you have the right to
appeal to the Federal Court.

If you appeal to the Federal Court against our decision on an objection, you must lodge an
application directly with the Federal Court within 60 days of the date the notice of the decision on
the objection was served. You must then serve a sealed copy of the application on the
Commissioner of Taxation at the office of the Australian Government Solicitor.

Under either alternative, you can request an extension of the 60-day referral period. In doing this,
you must supply full details of the reasons why your request for referral of the matter to the
Tribunal or Court was not lodged within the 60-day period. The Tribunal or Court will decide
whether an extension of time will be granted.

See also:

. If you disagree with an ATO decision
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3.7 Taxation rulings

We issue rulings and determinations to advise taxpayers of our views on the interpretation and
application of tax law, including FBT law.

Public rulings

A public ruling is a written expression of the Commissioner's opinion of the way in which a relevant
tax law applies, or would apply to:

. any person in relation to a class of arrangements
. a class of persons in relation to an arrangement, or
. a class of persons in relation to a class of arrangements.

An 'arrangement' includes a scheme, plan, proposal, course of action, course of conduct,
transaction, agreement, understanding, promise or undertaking. It also includes part of an
arrangement.

A public ruling is binding on the ATO where the ruling is favourable to you, the employer. For
example, if the amount of your tax payable under a proper application of the law is more than the
amount payable in accordance with the ruling, your FBT liability is determined as if the ruling were
correct.

If there are conflicting public rulings, the ruling most favourable to you applies for the purposes of
assessing your FBT liability.

Class rulings

Class rulings are a form of public ruling that enable the Commissioner to provide legally binding
advice, in response to a request from an entity seeking advice about the application of a relevant
provision to a specific class of persons, in relation to a particular arrangement.

The purpose of a class ruling is to provide certainty to participants and prevent the need for
individual participants to seek private rulings.

Private rulings

A private ruling is a written expression of the Commissioner's opinion of the way in which a
relevant provision applies, or would apply, to you in relation to a specified scheme. It may deal with
anything involved in the application of relevant provision, including issues relating to liability,
administration, procedure and collection, and ultimate conclusions of fact.

The difference between a private ruling and a public ruling is the private ruling deals with a specific
course of action by a particular person, whereas a public ruling is provided for the information of a
person or class of persons generally.

Typically you can apply for a private ruling when you want certainty about the way a tax law applies
to your particular circumstances. For example, if you are uncertain about the FBT liability that may
arise from an existing or proposed arrangement, you may apply for a private ruling on that
arrangement.

You must apply in the approved private ruling application form and provide the required information
and supporting documents.

If your affairs are based on a private ruling that applies to you, the Commissioner will be bound to
act in the way set out in the ruling even if the private ruling is later found to be incorrect.
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See also:

. ATO advice and guidance

Objection to a private ruling

You can object to most private rulings in the same way as you can object to a tax assessment. You
must lodge your objection before the later of:

. 60 days after notice of the ruling is served on you, or
. four years from the last day allowed for lodging a return for the FBT year covered by
the ruling.

If dissatisfied with the decision on the objection, you may apply to the Administrative Review
Tribunal for a review of the decision, or appeal to the Federal Court against the decision.

See also:

. Dispute or object to an ATO decision

3.8 Compliance measures

There are penalties for lodging incorrect returns or late returns, or failing to lodge returns. A
general interest charge applies to all outstanding amounts of FBT, including FBT instalments and
understatements of FBT instalments. In addition, there are substantial penalties for underpayments
of tax arising from false or misleading statements.

See also:
. Interest and penalties
. Law Administration Practice Statement PS LA 2008/3 Provision of advice and

guidance by the Tax Office
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CHAPTER 4 - Fringe benefits tax record keeping

4.1 General record-keeping requirements

There is a general requirement that you must keep records that are adequate to enable your FBT
liability to be assessed. Your records must be written in English or, if in electronic form (for
example, on a computer), made readily accessible and convertible into written English. For
record-keeping purposes, electronic records (including encrypted records) are subject to the same
record-keeping requirements as paper records.

For FBT purposes, these records must be kept for five years from the date they are prepared,
obtained or the transactions completed, and in a form that tax officers can access and understand
in order to determine your tax liability.

You need to keep records that show the following:

. The taxable value of each fringe benefit provided to each employee (that is, its value
before it is grossed up). Some examples of records you may need to keep are
invoices, receipts, travel diaries, logbooks, odometer records and employee
declarations.

. The method of allocating the taxable value of a fringe benefit provided to two or
more employees. This may include any reasonable agreement between an
employer and an employee regarding the apportionment of fringe benefits.

. That 100% of the taxable value of the benefits has been allocated to employees.
The taxable value of excluded benefits (such as remote area housing assistance)
doesn't need to be allocated to individual employees.

Where a fringe benefit is provided by an associate, the associate is required to provide copies of
the records to you within 21 days of the end of the FBT year. Both you and the associate are
required to keep the records for five years from the date of the relevant transaction.

You must also keep records if you want to take advantage of various exemptions or concessions
that reduce your FBT liability. These documents must be kept for five years from when the relevant
FBT return is lodged. Examples of these records are:

o all documents you are required to obtain from employees, such as declarations,
invoices and/or receipts, bills of sale, lease documents, travel diaries, copies of
logbooks, and odometer records

. where the benefit is a car fringe benefit valued under the operating cost method,
fleet management records, logbook records and odometer records.

For some concessions and exemptions, you have to obtain 'documentary evidence' of expenditure
by an employee. Broadly, you are required to obtain the original invoice and/or receipt from the
employee. This must show the date of the receipt or invoice, the date of the expense, the name of
the supplier, what was bought and the amount paid.

You must make elections and declarations and obtain all employee declarations no later than the
day on which your FBT return is due to be lodged with us or, if you don't have to lodge a return, by
21 May. There is no need to notify us of the election or declaration as your business records are
sufficient evidence of this.

Fringe benefits tax — a guide for employers Page 28 of 313



4.2 Logbook records and odometer records

Logbook and odometer records are kept when you use:

. the operating cost method to calculate the taxable value of a car fringe benefit (refer
to section 7.5)

. the first method for employee cars when applying the 'otherwise deductible' rule
(refer to section 21.1).

In a logbook year, you must keep both types of records. In a year other than a logbook year, you
need keep only odometer records.

A logbook year commonly occurs when you use the operating cost method to value a car fringe
benefit for the first time. The term is dealt with in more detail in section 7.8.

Logbook records contain a record of business use and are usually maintained for a continuous
12-week period. Odometer records are a record of the total distance travelled during the same
12 weeks that logbook records are maintained, and the total distance travelled each year. The
12-week period chosen should be representative of the car's business use.

You should keep records of additional information such as the car's make, model, registration
number and percentage of business use as part of your business records.

Information to be recorded in logbook records

We don't produce an official logbook, but we have provided a sample that you can use. If you
prefer, you can design your own logbook or buy one of the many commercial products available.
Regardless of which type of logbook you use, all of the following details must be recorded for each
business journey:

. the dates on which the journey began and ended

. the odometer readings at the start and end of each journey
. the kilometres travelled

. the purpose of the journey.

When recording the purpose of the journey, an entry stating 'business' or 'miscellaneous business'
will not be enough. Your entry should sufficiently describe the purpose of the journey so that it can
be classified as a business journey.

Your logbook records must be in English and entries should be made at the end of a trip or as
soon as reasonably practicable afterwards.

Where two or more business trips are undertaken consecutively on any day, only one entry for the
series needs to be recorded in the logbook. For example, an entry for a salesman who called on
10 customers while working in the Bathurst-Orange area of New South Wales could record the
odometer readings at the start and end of the consecutive journeys and describe the purpose of
the travel as '"10 customer calls, Bathurst-Orange area'.

The period during which the logbook is kept must be specified. This continuous period may overlap
two tax years. You can keep your logbook for up to five years (assuming there is no major change
in the pattern of use). After the fifth year, you will need to keep a new logbook.
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Sample car logbook record

Employer name: FBT year ended 31 March 2020
Make: Model: Engine type: Registration
Holden Commodore 3,800cc No:
AAA 999
Date trip Date trip Odometer | Odometer | Kilometres Purpose of
began ended start end travelled the journey
Business | Private
km km*
06/06/2019 | 06/06/2019 | 118,500 km | 118,570 km | 70 km 0 km Visit
mechanic,
ATO
07/06/2019 | 07/06/2019 | 118,570 km | 118,580 km | O km 10 km | Private travel

Private travel is not required to be shown, but you may include it in your records to help with
calculations.

You need one logbook per car.

Information to be recorded in odometer records

Odometer records are a record of the total kilometres travelled by a car during the FBT year or for
that part of the year when it was used to provide fringe benefits. Odometer records should be kept
for the same period for which a logbook is kept.

As with logbooks, we don't produce an official odometer record form. You are entitled to keep
records of your own design, or to purchase one of the many commercial products available.
However, the following details must be recorded for the beginning of each period (that is, year,
part-year or logbook period) and also for the end of each period:

. the date the period began, or ended
. the odometer reading at the start of the period.

The odometer records must be in English, and the entries should be made at, or as soon as
reasonably practicable after, the respective times to which the readings relate.

If you replace a car during the year and the business percentage is transferred to a new car, the
odometer records must also include an entry showing odometer readings of the replaced car and
the new car on the replacement date.

Sample odometer reading

Employer name: FBT year ended 31 March 2020

Car Model Registration | Start End

make number Date Odometer Date Odometer
reading reading

Holden | Commodore | AAA 999 01/04/2019 | 116,000 km | 31/03/2020 | 126,000 km
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An odometer record can be used for more than one car.

4.3 Living-away-from-home allowances and benefits

You and your employee must meet certain record-keeping requirements for the relevant living
away from home concessions to apply if you provide your employee with:

. a living-away-from-home allowance (refer to Chapter 11)

. food because their employment duties require them to live away from home (refer to
section 19.4)

. accommodation because their employment duties require them to live away from

home (refer to section 20.4).

Substantiating exempt accommodation and exempt food components
Employee living away from home from 1 October 2012

To reduce your FBT liability on the living-away-from-home allowance by any exempt
accommodation component and any exempt food component, your employee must meet certain
substantiation requirements:

. Your employee must substantiate the accommodation expenses incurred while
living away from home in full.

. Your employee only needs to substantiate food or drink expenses if the expenses
incurred while living away from home exceed an amount the Commissioner
considers reasonable — if so, your employee needs to substantiate the full amount of
the expenses incurred, not just the excess amount.

We issue advice specifying reasonable amounts for food or drink expenses in an annual Taxation
Determination.

Your employee satisfies the substantiation requirements if they give you, before the declaration
date for the relevant FBT year, either:

. documentary evidence of the expense — that is, either the actual receipt or other
evidence as appropriate (for example, receipts, tax invoices, credit card or bank
statements), or a copy of these documents, or

o an appropriate declaration in a form approved by the Commissioner setting out
information about the expense.

If your employee gives you an appropriate declaration, they must retain the relevant documents to
substantiate the expense incurred for a period of five years from the declaration date. However,
this is not required if your employee gives you the documentary evidence of the expense — in that
situation, you must keep the evidence for five years.

Declaration about living away from home

Your employee must give you an appropriate declaration about living away from home in the
approved form if any of the following apply:

. they maintain a home in Australia at which they usually reside and the fringe benefit
relates to the first 12 month period

. the transitional rules apply and they are not required to maintain a home in Australia
and/or the 12 month period does not apply

Fringe benefits tax — a guide for employers Page 31 of 313



. they work on a fly-in fly-out or drive-in drive-out basis.
See also:

. Living-away-from-home declaration — to download a form, and for an explanation
when each should be used

You must obtain all employee declarations no later than the day on which your FBT return is due to
be lodged with us or, if you don't have to lodge a return, by 21 May.

4.4 The 'otherwise deductible' rule and travel diaries

If you use the otherwise deductible rule, you must have certain documentation to substantiate the
extent to which the benefit provided would have been 'otherwise deductible' to the employee. You
must obtain the documentation from the employee before lodging the relevant FBT return.

A 'travel diary' is a diary or similar document that you must obtain from an employee where:

. you provide a fringe benefit for travel within Australia for more than five consecutive
nights and the travel is not exclusively for performing employment-related duties (the
fact that the business travel requires the employee to stay away over a weekend will
not, in itself, mean the trip is not undertaken exclusively in the course of their
employment)

. you provide the benefit for travel outside Australia for more than five consecutive
nights.

In determining whether a travel diary needs to be kept, you need to look at the number of nights
the employee is away from home. The number of nights away from home includes transit time.

Example — travel more than five consecutive nights

An employee lives in Brisbane and travels to Hawaii for work purposes. The employee's flight to
Hawaii departs from Sydney. The employee leaves their home in Brisbane on 2 April, flies to
Sydney, and departs for Hawaii on 3 April. The employee returns directly to Brisbane on 8 April.
The employee is away from their home for six nights in total and would need to keep a travel diary.

A travel diary shows where the activity took place, the date and the approximate time when the
activity commenced, the duration and the nature of the activity.

If the provision of the expense payment or residual benefit is subject to a consistently enforced
prohibition on private use and would result in a taxable value of nil, the requirement to obtain a
travel diary will be waived. In such instances, you will then be able to make an annual no private
use declaration stating that the benefit which was provided was only for employment related
purposes and there was no private portion.

A travel diary is used to substantiate the following fringe benefits:

. airline transport (refer to Chapter 12)

. expense payments (refer to Chapter 9)
. property (refer to Chapter 17)

. residual (refer to Chapter 18).

Fringe benefits tax — a guide for employers Page 32 of 313


https://www.ato.gov.au/forms/living-away-from-home-declarations/

4.5 Reportable fringe benefits

If you provide fringe benefits with a total taxable value of more than $2,000 to an employee in an
FBT year, you must report the grossed-up taxable value of fringe benefits on the employee's
payment summary for the corresponding income year (1 July to 30 June). These are called
reportable fringe benefits.

You will need to keep records in sufficient detail to be able to report each individual's fringe
benefits amount.

See also:

. Chapter 5 — Reportable fringe benefits

Correcting an amount on a payment summary already issued

Where you have inadvertently understated an employee's reportable fringe benefits amount by
$195 or less, you don't have to amend the employee's payment summary unless the
Commissioner is of the view that you deliberately understated the amount of fringe benefits
provided to the employee.

To correct a reportable fringe benefits amount on a payment summary already issued to an
employee, you need to complete a new payment summary, marking the ‘amending a payment
summary’ box.

When you complete amended payment summaries, you must:

. complete all payee, payment and payer information on each amended payment
summary

. send it to us

. give a copy to the payee.

If the employee has already lodged their tax return, they should request an amendment to their
reportable fringe benefits amount.

If the change alters the amount of your FBT payable, you also need to request an amendment to
your FBT return (refer to section 3.4).

4.6 Electronic records

Electronic record-keeping systems

The information recorded in a computerised accounting system is generally the same as that
contained in a manual accounting system. If you choose to keep your business records
electronically, your records must be in a form that tax officers can access and understand in order
to determine your FBT liability. You can choose at any time to satisfy access requests by providing
a printed copy of your electronic records and, where necessary, system documentation.

Essential elements of an electronic record-keeping system

There are important guidelines you need to follow in electronic record keeping. These include the
following.

Fringe benefits tax — a guide for employers Page 33 of 313



Record retention

You should retain electronic records for the same length of time that you retain paper records. For
FBT purposes, this is for a period of five years.

Data security and integrity

You should be able to demonstrate that your electronic records system is secure from both
unauthorised access and data alterations.

System documentation

The entire electronic records system should be documented, including physical and logical
descriptions of the system's structure and programs, including all inputs and outputs.

Retaining archival copies

It is generally not necessary to keep a hard copy of the information contained in an electronic
record unless a particular law or regulation requires you to keep paper copies.

Accessibility

Electronic records should be readily accessible. To this end, you should ensure the conversion of
electronic records to a compatible format when upgrading or changing data-processing
capabilities.

Storing paper records electronically

Whether you use a manual or a computerised accounting system, you may want to store and keep
paper records electronically. Advances in technology, such as the internet, have meant that many
business transactions are processed and kept electronically rather than through a paper-based
system. This includes encrypted records. These records must be in a form that we can access and
understand.

Where paper records are produced or received in the course of carrying on a business you may
scan the paper records onto an electronic storage medium, provided the electronic copies are a
true and clear reproduction of the original paper records.

Where paper records are scanned and stored electronically, record-keeping requirements are
satisfied if the electronic records are:

o not altered or manipulated once stored
. retained for the statutory period of five years
. capable of being retrieved and read at all times by tax officers. You are expected to

provide appropriate facilities for viewing electronic records kept in that format and,
where necessary, for printing a paper copy or providing an electronic copy.

Paper records that can be scanned and stored include:

o invoices, purchase orders, receipts, vouchers, credit notes, delivery dockets and
other such records

o bank statements and other bank records and documents

o any other paper source documents produced or received in the course of carrying

on a business.
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You don't have to keep original paper records once they have been scanned onto an electronic
storage medium.

Internet and electronic data interchange

Many businesses transfer data and information electronically to both internal and external sources.
This process is commonly referred to as electronic data interchange (EDI). If you do conduct
business transactions through the internet or by EDI you are required to keep records explaining all
relevant transfers. All other requirements relating to electronic record-keeping systems explained
above still apply.

If electronic information systems are used to conduct business transactions such as those that may
be conducted by websites, there will be no evidence of those transactions. Without this evidence
your organisation or business may not be considered to have complied with its record-keeping
requirements. Some businesses, however, use electronic information systems that have special
functionality for maintaining the integrity of the digital data as electronic records over time to
conduct business transactions. These organisations will have developed software integration
between record-keeping systems and other corporate systems to ensure that data can be
seamlessly and deliberately captured as electronic records.

See also:

. Taxation Ruling TR 2018/2 Income tax: record keeping and access — electronic
records

4.7 Record-keeping exemption arrangements

The record-keeping exemption arrangements provide certain employers with an alternative means
of calculating their FBT liability. These arrangements mean that an employer is not required to
keep full FBT records.

If you use the record-keeping exemption arrangements, you may still be required to record the
value of fringe benefits on employees' payment summaries (refer to Chapter 5).

Who may use the record-keeping exemption arrangements?

You can elect to use the record-keeping exemption arrangements if:

. you are not a government body or income tax exempt at any time during the current
year

. the Commissioner has not issued a notice requiring you to resume keeping records

. you were in business for the whole of the base year

. you kept FBT records in the base year

. you lodged the FBT return for the base year by the due date

. the aggregate fringe benefits amount (total of taxable values of all fringe benefits,

refer to section 2.10) in the base year did not exceed the exemption threshold

. you have elected that the record-keeping exemption arrangements apply in all years
from the most recent base year to the current year

. the aggregate fringe benefits amount for benefits provided in the current year is not
more than 20% greater than it was in the most recent base year, unless the
difference is $100 or less, and

Fringe benefits tax — a guide for employers Page 35 of 313


http://ato.gov.au/law/view/document?DocID=TXR/TR20182/NAT/ATO/00001

. the above conditions are also satisfied for all years between the base year and the
current year.

The base year

The base year is any FBT year that meets the required conditions. The most recent record-keeping
exemption thresholds are available in Fringe benefits tax — rates and thresholds.

Records relating to the base year

Records kept in the most recent base year must be kept for five years after the end of any year in
which the record-keeping exemption arrangements applied.

Records relating to years where the exemption arrangements are applied

If you elect to use the record-keeping exemption arrangements, you are required to keep records
of benefits provided to employees by your associates.

It is important to note that you may still need to keep records for income tax or other purposes.

Calculating FBT liability under the exemption arrangements

In calculating your FBT liability in the current year, you use the aggregate fringe benefits amount
for the most recent base year.

Determine whether the aggregate fringe benefits amount has increased by more than 20%

You use special rules to calculate the taxable value of car fringe benefits under the statutory
formula and the operating cost methods to determine whether the aggregate fringe benefits
amount in the current year has exceeded the 20% or $100 tolerance limit.

For the statutory formula method (refer to section 7.4) the statutory fraction established for a car in
the most recent base year may be used for that car (or a replacement car) in the current year,
provided the annualised number of kilometres in the current year is at least 80% of the annualised
number of kilometres in the base year.

Where you first provide the car benefit in a year later than the base year, you may use the statutory
fraction established in that later year, provided the number of annualised kilometres in the current
year is at least 80% of the number of annualised kilometres in the first year.

For the operating cost method (refer to section 7.5), the business use percentage used for
calculating a car benefit in the most recent base year may be used for that car (or a replacement
car) in the current year, provided the business use percentage in the current year is at least 80% of
the business use percentage in the base year.

Where you first provide the car benefit in a year later than the base year, you may use the
business use percentage established in that later year, provided the business use percentage in
the current year is at least 80% of the business use percentage in the first year.

Employer is not in business throughout current year

If you are not in business for the whole of the current year, you must adjust the aggregate fringe
benefits amount in the base year in accordance with the following formula.
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Aggregate fringe benefits Number of days in the current year
amount in most recent x during which the employer carried +
base year on business operations

Number of days
in current year

4.8 Employee declarations
It is not necessary for you to send employee declarations to us. However, you should keep them
as part of your tax records. These declarations must be in a form approved by the Commissioner.

The approved wording and information to be contained in these employee declarations are
included throughout this Guide, or by referring to About declarations.

4.9 Electronic declarations
You can receive employee declarations electronically. However, the declaration still must be
signed by the employee using an electronic signature.

This means that employees can provide employee declarations to you, in the format approved by
the Commissioner, electronically with their electronic signature if:

. you consented to the method of electronic signature

. the electronic declaration is readily accessible and understandable, and convertible
into written English, in order to determine your FBT liability.

Format of declaration and form of electronic signature

The electronic declaration must contain the same information as is required for approved paper
declarations.

The electronic declaration must be provided using a secure system, and in a way that clearly
identifies the employee and indicates their approval of the information being provided. A secure
system could be a system that requires a personal identification number, access code or password
to use.

Example — electronic declaration provided from work email address

An employer agrees to an employee declaration being provided to them electronically in the body
of an email or as an attachment to an email. This is an acceptable method of receiving the
declaration where:

o the employees have work email addresses that are password protected

. the employee's name appears either in the 'From' line or in the body of the email, or
both, as the method for identifying the person and indicating the person's approval
of the information communicated.

Example — electronic declaration provided through payroll system

An employer has an electronic form available through their payroll system that allows employees to
provide the same information as required by paper declarations. This is an acceptable method of
receiving employee declarations where:
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. the employer agrees to employees providing electronic declarations through this

system

. in order to complete the form, employees must log on to their account using a
password

. completion of the form is linked to the employee's user identification or their name,

as the method for identifying the person and indicating their approval of the
information communicated.

Example — electronic declaration provided from employee's home email address

An employer agrees to an employee providing their employee declaration from their home email
address. This would be an acceptable method of receiving an employee declaration where the
employer is satisfied that the declaration was provided by the employee, using a secure system.

Example — electronic declaration provided on behalf of another employee using their work
email address

An employer has an email system that allows employees to action emails on behalf of other
employees. Pam Smith, an employee, is given permission by her manager Jim Jones, to action
emails on Jim's behalf while Jim is on leave. The 'From' line of emails actioned for Jim appears as
'Pam Smith on behalf of Jim Jones'. An employee declaration received via email with the 'From'
line 'Pam Smith on behalf of Jim Jones' would not be acceptable because it doesn't contain the
employee's approval of the information communicated.

See also:
. Taxation Ruling TR 2018/2 Income tax: record keeping and access — electronic
records
. Taxation Ruling TR 96/7 Income tax: record keeping — section 262A — general
principles
. Taxation Determination TD 2019/7 Fringe benefits tax: reasonable amounts under

section 31G of the Fringe Benefits Tax Assessment Act 1986 for food and drink
expenses incurred by employees receiving a living-away-from-home allowance
fringe benefit for the fringe benefits tax year commencing on 1 April 2019
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CHAPTER 5 — Reportable fringe benefits

As an employer, you must record the value of fringe benefits provided to each of your employees.

If the value of certain fringe benefits provided exceeds $2,000 in an FBT year (1 April to 31 March),
you must record the grossed-up taxable value of those benefits on your employee's payment
summary or through Single Touch Payroll (STP) by the due date for finalisation for the
corresponding income year (1 July to 30 June). You may also have to report the notional value of
certain exempt benefits.

Remember, a fringe benefit may be provided by another person on behalf of an employer. It may
also be provided to another person on behalf of an employee, for example, a relative.

5.1 Benefits included in the reporting requirements
The value of all fringe benefits other than excluded fringe benefits (refer to section 5.2) must be
allocated to the relevant employees.

You must allocate to the relevant employees the notional taxable value of benefits that are exempt
solely because an employee either

) works in or for a
- public benevolent institution

- health promotion charity

- hospital
- public ambulance service, or
. is a live-in residential care worker.
See also:
) section 20.5 — Religious and not-for-profit organisation exemptions

These benefits are known as quasi-fringe benefits and although reportable, they remain exempt
from FBT.

Any references in this chapter to 'taxable value' and 'fringe benefits' include 'notional taxable value'
and 'quasi-fringe benefits' respectively.

The value of benefits exempted by other provisions (refer to Chapter 20) is exempt from these
allocation and reporting requirements.

5.2 Excluded fringe benefits

Fringe benefits that are excluded from the reporting requirements are still subject to FBT.

You do not have to allocate the following excluded benefits to employees or report them on
payment summaries. The benefits are excluded by provisions of the FBTAA and the Fringe
Benefits Tax Assessment Regulations 2018 (the Regulations).

Excluded by subsection 5E(3) of the FBTAA are:

. entertainment by way of food and drink, and benefits associated with that
entertainment, such as travel and accommodation (regardless of which category is
used to value the benefit). However, if these benefits are provided under a salary
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packaging arrangement on or after 1 April 2016, they are not excluded from the
reporting requirements

car parking fringe benefits (not including car parking expense payment benefits —
refer to section 9.9)

hiring or leasing entertainment facilities such as corporate boxes. However, if these
benefits are provided under a salary packaging arrangement on or after
1 April 2016, they are not excluded from the reporting requirements

remote area residential fuel where the value of the benéefit is reduced in accordance
with the conditions in section 19.2

remote area housing assistance where the value of the benefit is reduced in
accordance with the conditions in section 19.2

remote area home ownership schemes where the value of the benéefit is reduced in
accordance with the conditions in section 19.2

remote area home repurchase schemes where the value of the benefit is reduced in
accordance with the conditions in section 19.2

costs of occasional travel (being that which occurs from time to time and not at
regular intervals) to a major Australian population centre by employees and their
families living in a remote area

freight costs for food provided to employees living in a remote area

fringe benefits provided to address certain security concerns relating to the personal
safety of an employee, or an associate of the employee, arising from the employee's
employment.

Excluded by the Regulations pursuant to paragraph 5E(3)(i) of the FBTAA are:

emergency or other essential health care provided to an employee or associate who
is an Australian citizen or permanent resident, while the employee is working outside
Australia and no Medicare benefit is payable

certain Australian Government overseas living allowance payments, for example,
cost of living adjustment, post adjustment, child supplement, child reunion
supplement

certain benefits provided to Defence Force members, for example, particular forms
of housing assistance, reunion travel, assistance provided for removing and storing
household effects, allowances paid to families with special needs, education
assistance for children in critical years of schooling, elements of overseas living
allowances, and removal expenses of a spouse due to marriage breakdown

certain benefits provided to police officers, for example, particular forms of housing
assistance, assistance provided for removing and storing household effects, certain
relocation assistance and certain car benefits arising from travel between home and
work by police officers using unmarked police vehicles that are fitted with a police
radio and concealed or portable warning lights and sirens

certain car benefits arising from travel between home and work by police officers,
ambulance officers and fire fighters using marked emergency vehicles

from 1 April 2007, car benefits arising from an employee's private use of pooled or
shared cars

living-away-from-home allowances provided to Commonwealth employees on or
after 1 April 2012
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. taxable benefits provided on or after 1 April 2012 relating to accommodation
provided to Commonwealth employees whose duties of employment require them to
live away from their normal residence.

Pooled or shared cars
All of the following requirements must be met in order for the benefit to be an excluded benefit:

. the benefit provided to the employee must be either a car fringe benefit or an
exempt car benefit

. there must be an additional use of the same car during the year which gives rise to a
car fringe benefit or a exempt car benefit for a different employee

. the employer must direct, or consent to, the use of the car by each employee.

In these circumstances, the car will be a 'pooled or shared car' during the FBT year and the
reporting exclusion will apply to an employee's use of that car.

The use of a car can vary from year to year and accordingly the legislation requires that the
conditions for the reporting exclusion for pooled or shared cars must be determined and met for
each car and FBT year.

5.3 Individual fringe benefits amount

You must allocate the value of all benefits subject to these reporting requirements to the relevant
employees. The total value of all such benefits provided to a particular employee in an FBT year is
known as their individual fringe benefits amount.

Where benefits are provided to an associate of an employee, in respect of that employee's
employment, you allocate the value to the employee, not to the associate.

5.4 Reporting reportable fringe benefits amounts
You only report an amount relating to an employee if the total taxable value of certain fringe
benefits you provided to them exceeds $2,000 for the FBT year (1 April to 31 March).

This amount is known as a reportable fringe benefits amount (RFBA) and is calculated using the
following formula:

Individual fringe benefits amount
(1 - FBT rate)

This is the same as multiplying the individual fringe benefits amount by the lower (type 2) gross-up
rate. The higher gross-up rate formula is not used to calculate an employee's reportable fringe
benefits amount (refer to section 2.11).

You can report an employee's RFBA through STP by including it in a Pay event or submitting a
separate Update event. You can choose whether you report RFBA by:

. updating year-to-date RFBA throughout the year when you provide fringe benefits to
your employee, or

. reporting a single RFBA annual figure between the end of the FBT year and the time
you submit a declaration that you have finalised your reporting for that employee for
the financial year.
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An employee's RFBA that you report through STP will be displayed to the employee on their STP
Employment income statement. To access their Income statement, the employee will need a
myGov account linked to ATO online services.

If you cannot (or choose not to) report RFBA through STP, you must provide this information to
your employee on a payment summary and provide us with a PAYG payment summary annual
report. The payment summary should not include amounts you have already reported through
STP.

Example — grossing-up amounts to include in STP reporting or on a payment summary

The total value of benefits provided to an employee during the FBT year 1 April 2018 to 31 March
2019 is $3,500. The rate of tax is 47%. The value of reportable fringe benefits is calculated as
follows:

3500
$ = $6,603 (in whole dollars)
(1-0.47)
or
$3,600 x 1.8868 = $6,603 (in whole dollars)

You include the reportable fringe benefits amount relating to benefits provided during the FBT year
(1 April to 31 March) in your STP reporting or on a payment summary for the corresponding
income year. For example, you include the value relating to benefits provided during the FBT year
1 April 2019 to 31 March 2020, in your STP reporting or on a payment summary for the income
year 1 July 2019 to 30 June 2020.

Example — working out amounts to include in STP reporting or on a payment summary
Between 1 April 2018 and 31 March 2019 (the 2018-19 FBT year) you provide an employee with:

) a work car, with a taxable value of car fringe benefits totalling $1,440

. holiday accommodation with a taxable value of $600

o a briefcase primarily for use in their employment ($200)

o a mobile phone primarily for use in their employment ($300)

) ;g?g)gj/rsement of the employee's Higher Education Loan Program (HELP) debt

. reimbursement of spouse's HELP debt ($550).

The total taxable value of fringe benefits for this employee is $2,890. The total excludes the
briefcase and mobile phone as they are exempt and are not considered to be fringe benefits.
However it includes the reimbursement of the spouse's HELP debt as fringe benefits provided to
an employee's spouse are allocated to the employee.

The reportable fringe benefits amount will be included in the employer's STP reporting, or on a
payment summary issued to the employee, for the income year ending 30 June 2019.

$2,890 x 1.8868 = $5,452 (in whole dollars)

$56,452 will be included in the employer's STP reporting, or on a payment summary issued to the
employee for the income year ending 30 June 2019.
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Section 57A

The exemption under section 57A of the FBTAA is limited to the following types of entities and
circumstances:

o registered public benevolent institutions endorsed by the Commissioner as eligible
for exemption from FBT

. government bodies where the employee's duties are exclusively performed in or in
connection with
o a public hospital, or
. a hospital carried on by a society or association that is a rebatable employer

o registered health promotion charities endorsed by the Commissioner as eligible for
exemption from FBT, or

. public ambulance services and the employee is predominantly involved in providing
that service.

If you report RFBA through STP there are two amount fields — 'exempt' and 'non-exempt'. These
fields represent:

. RFBA reportable by an employer that is exempt from FBT under section 57A of the
FBTAA, and

. RFBA reportable by an employer that is not exempt from FBT under section 57A of
the FBTAA.

If your entity is exempt, include the RFBA you need to report in the 'exempt' field even if you
provided the employee with fringe benefits in excess of the relevant capping threshold. See
section 6.3 for an explanation of the capping thresholds.

Otherwise you should report RFBA in the 'non-exempt' field.

If you include RFBA on a payment summary rather than reporting it through STP, there is only one
amount label and you need to complete the following indicator box:

Is the employer exempt from FBT No |:| Yes |:|
under section 57A of the FBTAA 19867 -

Select Yes if you are eligible for exemption from FBT under section 57A for the benefits provided
as a:

registered public benevolent institution that is endorsed by the Commissioner as
eligible for exemption from FBT

. government body and the employee's duties are exclusively performed in or in
connection with

- a public hospital, or
- a hospital carried on by a society or association that is a rebatable employer

. registered health promotion charity that is endorsed by the Commissioner as eligible
for exemption from FBT, or

. public ambulance service and the employee is predominantly involved in providing
that service.
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If your organisation is one of these entities you should select Yes even if you provided the
employee with fringe benefits in excess of the relevant capping threshold. See section 6.3 for an
explanation of the capping thresholds.

Otherwise, select No.

If you do not have any reportable fringe benefits amounts to report, you should leave both boxes
blank.

An employee may change roles within an organisation that is eligible for exemption under section
57A. For instance, an employee of a state health department may work as a nurse in a hospital
(exempt duties) for part of the FBT year and, in an administration role at head office (non-exempt
duties) for the remainder. If an employee performs both exempt and non-exempt duties during the
year while receiving reportable fringe benefits, the employer will have to provide two payment
summaries.

If the combined value of the exempt and non-exempt fringe benefits exceeds $2,000 in the FBT
year, you must provide the grossed-up taxable value of each fringe benefit on a separate payment
summary. On one payment summary you will show the section 57A exempt reportable fringe
benefits amount and select Yes. On the other payment summary you will show the non-exempt
reportable fringe benefits amount and select No.

No more than two payment summaries are required, even if the employee has several periods of
exempt and non-exempt service. You should report all of the exempt amounts in one payment
summary and all of the non-exempt amounts in a second payment summary.

5.5 What is RFBA included in STP reporting or on a payment summary
used for

Even though a reportable fringe benefits amount is shown on an online STP Employment income
statement or on a payment summary, it is not included in the employee's assessable income. It is,
however, used to assess the employee's eligibility for transfer payments and other tax concessions
as well as an employee's liability to certain levies and surcharges, including:

. Medicare levy surcharge

. private health insurance rebate

. Additional tax on concessional contributions (Division 293) — information for
individuals for superannuation contributions

o tax offset for eligible spouse superannuation contributions

o government co-contribution for personal superannuation co-contributions the

employee made

o Higher Education Loan Program (HELP) and Student Financial Supplement Scheme
(SFSS), Student Start-up Loan (SSL), ABSTUDY Student Start-up Loan (ABSTUDY
SSL) and Trade Support Loan (TSL) repayments

o child support obligations

o entitlement to certain income-tested government benefits.

Example — Medicare levy surcharge

In the 2017-18 income year, an employee has a taxable income of $70,000 and a reportable fringe
benefits total of $40,000. The employee's spouse has a taxable income of $70,000 and a
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reportable fringe benefits total of $10,000. Therefore, the couple's family income is $190,000. They
have three dependent children. No one in the family is covered by private hospital insurance.

The couple's family threshold for the surcharge is $183,000 (($180,000 + $1,500) x 2) for the
2017-18 income year. As their family income ($190,000) exceeds their family surcharge threshold
and they are both liable to pay the Medicare levy, the Medicare levy surcharge would apply to both
individuals. The amount of surcharge payable by the employee for the 2017-18 income year would
be $1,100 (the Tier 1 surcharge rate (1%) multiplied by the employee's taxable income +
reportable fringe benefits, that is 1% of $110,000). The amount of surcharge payable by the
employee’s spouse for the 2017—18 income year would be $800 (1% of $80,000).

Example — HELP debt

An employee has a HELP debt of $10,000, taxable income of $45,000 (including a net rental loss
of $2,000), and a total reportable fringe benefits amount of $17,000. In the 2017—18 income year,
they would have to make HELP repayments of $2,880 (being 4.5% of the employee's Australian
repayment income of $64,000 ($45,000 + $2,000 + $17,000)).

5.6 Employee’s share

An employee's individual fringe benefits amount must include their share of any benefit provided to
more than one employee, for example, a boat that may be used by a number of employees during
the FBT year.

The legislation does not specify what method you must use to allocate the value of the benefit to
each employee. It does, however, require you to reasonably allocate the taxable value between the
recipient employees, taking into account all relevant factors.

The portion of the taxable value you allocate to each employee must reasonably reflect the amount
of the benefit in respect of each employee's employment. In addition, you must allocate the total
taxable value of the benefit among the relevant employees.

Example - allocating the benefit — holiday package

An employer gives two employees a holiday package as a fringe benefit. The package is for two
people and cannot be taken as two single holidays. The taxable value of the package is $5,000.

It would be reasonable for the employer to allocate the taxable value between the employees on a
50-50 split basis. Therefore, each employee's share would be $2,500.

Example - allocating the benefit — residual fringe benefit

An employer has a motorbike that is used for business purposes and is available for unlimited
private use by 10 employees, who benefit equally from use of the motorbike. The taxable value of
the residual fringe benefit is $4,500.

The employer could calculate each employee's share as:

Total taxable value

Number of recipients
$4500 _
10 = $450
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5.7 What happens when an employee ceases employment and has
reportable benefits?

Where an employee ceases employment between 1 April and 30 June in a particular year and you
have provided them with reportable benefits since 1 April in that year, you must show the amount
of the reportable benefit in your STP reporting or on a payment summary for that employee for the
income year ended 30 June in the following year. This is the case even though you have not paid
them salary or wages during that income year.

When an employee ceases employment and has a reportable fringe benefits amount, you can
report this in the same way you would if they still worked for you.

You do not have to submit a declaration that you have finalised your reporting for that employee for
the financial year, or provide them with a payment summary, before the end of the income year
covered by that declaration or payment summary.

Example

An employee ceases employment with a particular employer on 15 May 2019. Between
1 April 2019 and 15 May 2019 the employee was provided with fringe benefits with a reportable
value of $4,000.

The reportable amount of $4,000 must be included in the employer's STP reporting for the income
year ended 30 June 2020 or shown on a payment summary covering that income year.

5.8 Who must have RFBA included in STP reporting or be issued with
payment summaries?

For FBT purposes, the definition of 'employee' has been extended to include former employees,
future employees and those who receive benefits, but no salary or wages, in return for employment
type services.

Anyone provided with reportable fringe benefits must be have an RFBA reported through STP or
be issued with a payment summary, even if they are not paid salary or wages during that income
year.

Example

As part of his remuneration package, a company manager was granted the use of a
company-owned house for life. The manager retired in 2006 and continues to occupy the company
house. The market rental value of the house is $15,000 for the FBT year 1 April 2018 to 31 March
2019.

The reportable fringe benefit that must be included in the employer's STP reporting (or shown on a
payment summary) for the income year ending on 30 June 2019 is $28,302, calculated as follows:

$15,000 x 1.8868 = $28,302

5.9 Correcting an amount you have already reported

Where you have inadvertently understated an employee's reportable fringe benefits amount by
$195 or less, you do not have to amend your STP reporting or the payment summary you have
issued to the employee unless the Commissioner is of the view that you have deliberately
understated the amount of fringe benefits provided to the employee.
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To correct a reportable fringe benefits amount that you have included in STP reporting, you should
submit an Update event as soon as possible to include the correct information.

If you:
o identify that the RFBA you have reported through STP is not correct, and
. you do not yet know what the correct information is, and
. you have already submitted a declaration that you have finalised your reporting for

that employee for the financial year

you should submit an Update event with the previous details and the finalisation indicator removed.
This will advise your employee that the current information is not final and that they should be
cautious of including that information in their tax return.

When you determine what the correct information is, you should submit another Update event that
includes the correct information and make another declaration that you have finalised your
reporting for that employee.

You can only make changes to information reported through STP up to five years after the end of
financial year.

To correct a reportable fringe benefits amount on a payment summary already issued to an
employee, you need to complete a new payment summary, marking the amending a payment
summary box.

When you complete amended payment summaries, you must:

) complete all payee, payment and payer information on each amended payment
summary

) send it to us

) give a copy to the payee.

If the employee has already lodged their tax return, they should request an amendment to their
reportable fringe benefits amount.

If the change alters the amount of your FBT payable, you also need to request an amendment to
your FBT return (refer to section 3.4).

5.10 Special rule — employers using the record-keeping exemption
arrangements

You may have chosen to lodge FBT returns under the record-keeping exemption arrangements
(refer to section 4.7). Under these arrangements, your aggregate fringe benefits amount in a base
year may form the basis for calculating your FBT liability in a following year. If you use this method
of calculation in a following year, you cannot exclude any benefits when allocating the value of
benefits to individual employees. You have to allocate the entire aggregate fringe benefits amount
from the base year among the employees to whom you provided benefits in that following year.

Your method of allocation must be reasonable, having regard to the fringe benefits provided in that
year in respect of each employee's employment.
5.11 Relationship with employees

As the provision of fringe benefits could affect an employee's obligations and entitlements, you
may wish to discuss with employees such issues as:
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. which fringe benefits they receive, as some employees may not identify some items
as being fringe benefits

o the actual or approximate value of fringe benefits provided (employees may not be
aware of fringe benefits valuation rules)

. the method used to reasonably apportion the value of shared benefits (where you
and your employees can agree on a suitable method, this may reduce the need for
detailed record keeping).

In some cases, an employee may wish to reduce the reportable fringe benefits amount reported for
them through STP or shown on their payment summary for future years. Where you and the
employee agree, the following options may be considered:

. replacing fringe benefits with cash salary
. providing benefits that are exempt from FBT
. providing benefits that the employee would otherwise have been able to claim as an

income tax deduction

o making employee contributions to reduce the taxable value of a fringe benefit.

The contributions must be made from an employee's after-tax income, and employee contributions
towards a particular benefit cannot be applied to reduce the taxable value of any other fringe
benefit.

More information
For more information, refer to:
. Reportable fringe benefits — facts for employees

o How to complete the PAYG payment summary — individual non-business.

Fringe benefits tax — a guide for employers Page 48 of 313


http://www.ato.gov.au/General/Fringe-benefits-tax-(FBT)/In-detail/Employees/Reportable-fringe-benefits---facts-for-employees/
http://www.ato.gov.au/Forms/PAYG-payment-summary---individual-non-business/

CHAPTER 6 — Not-for-profit organisations and fringe
benefits tax

If your organisation provides a fringe benefit to its employees or to associates of its employees,
your organisation may have an FBT liability. Remember, a fringe benefit may be provided by
another person on behalf of an employer. It may also be provided to another person on behalf of
an employee (for example, a relative).

Depending on your type of organisation, certain benefits you provide to employees receive
concessional FBT treatment. Charities that want to access FBT concessions must be registered
with the ACNC as a charity and endorsed by us.

6.1 Employees, independent contractors or volunteers

It is important to determine whether an individual is an employee, volunteer or contractor of your
organisation. This status may affect the tax treatment between the individual and the organisation.
You should always consider the facts and circumstances of each individual when determining
whether they are an employee, volunteer or independent contractor.

Employees

For the purposes of FBT, an employee is a person who receives (or is entitled to receive) salary or
wages in return for work or services provided.

If an organisation provides non-cash benefits to employees in lieu of salary or wages, FBT can
apply.

Independent contractors

An independent contractor is an entity (such as an individual, partnership, trust or company) that
agrees to produce a designated result for an agreed price.

For more information about determining if workers are employees or contractors, refer to How to
work it out: employee or contractor

Volunteers

A volunteer is not paid for work. Reimbursing a volunteer for out-of-pocket expenses does not
cause them to become an employee. Generally, benefits provided to volunteers don't attract FBT.
For more information, refer to Volunteers and FBT.

6.2 FBT concessions and endorsement

The FBT concessions which specifically apply when the employer is a not-for-profit organisation
are:

o FBT exemption

. FBT rebate

. certain benefits provided by registered religious institutions and not-for-profit
companies

. car parking
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L remote area concessions.

For these concessions to apply to a not-for-profit entity that is a charity, the entity must be
registered with the ACNC and endorsed by us.

A charity which is registered by the ACNC as a charity is a registered charity. The ACNC also
registers each registered charity in a sub-type according to its charitable purposes. The relevant
sub-types for FBT purposes are:

o registered health promotion charity (charitable institution whose principal activity is
to promote the prevention or the control of diseases in human beings)

o registered public benevolent institution (charitable institution that is a public
benevolent institution)

o registered religious institution (charitable institution that is a religious institution).
Endorsement of a registered charity is also required to access:

o FBT exemption for public benevolent institutions
o FBT exemption for health promotion charities
. FBT rebate for Registered Charities

To apply for endorsement, see the Application for endorsement for charity tax concessions.

Registered charities who are applying for endorsement can indicate on their application form the
type of FBT concession and the date from which it applies.

A registered charity's endorsement details are recorded on the Australian Business Register.

6.3 FBT exemption — subject to capping

Subiject to certain conditions, some organisations are exempt from FBT. These organisations
include:

. registered public benevolent institutions endorsed by the ATO for FBT concessions
. registered health promotion charities endorsed by the ATO for FBT concessions

. public and not-for-profit hospitals

o public ambulance services

Benefits provided by these organisations may be exempt where the total grossed-up value of
certain benefits (which are benefits not otherwise exempt) provided to each employee during the
FBT year is equal to, or less than, the capping threshold. If the total grossed-up value of fringe
benefits provided to an employee is more than that capping threshold, your organisation will need
to pay FBT on the excess.

Table 1 — capping thresholds

Organisation Capping threshold
Registered public benevolent and health promotion charities $30,000 per employee
Public and not-for-profit hospitals and public ambulance services $17,000 per employee

The full capping threshold applies even if the employer did not employ the employee for the full
FBT year. For example, if a registered public benevolent institution employed an employee
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between October and March and the total grossed-up value of benefits provided was $25,000, FBT
will not be payable.

If an organisation is a registered public benevolent institution and a public or not-for-profit hospital,
the hospital capping threshold applies. The organisation cannot be endorsed for FBT concessions
as a registered public benevolent institution and cannot apply the $30,000 capping threshold.

The term ‘public hospital’ includes government-run hospitals and most not-for-profit privately
controlled hospitals operating for the benefit of the public. Whether a hospital is a public hospital, is
a question of fact taking all circumstances into account. A major factor is whether its purpose is
directed toward the public, not whether it is publicly or privately controlled.

Example — not-for-profit privately owned hospital is a public hospital

A hospital is privately owned and is funded in the form of payments based on a fee for the service
provided to patients. The hospital does not operate for the purpose of distributing gain or profit to
its members. The Government does not control the hospital. Its main activities involve the provision
of acute medical and surgical care and associated accommodation and nursing services on the
premises of the hospital. Private patients are entitled to access the hospital and, while the public
has no right of admission, they are entitled to the services of the hospital provided they pay the
corresponding fee for the services.

The hospital, while privately owned, is a public hospital and even if the public hospital is a
registered public benevolent institution, the hospital capping threshold of $17,000 applies.

The term ‘not-for-profit hospital’ includes not-for-profit hospitals operated by a charity.

Hospital organisations that provide certain entertainment benefits under salary packaging
arrangements may be eligible for a separate exemption cap. Refer to section 6.5 for further
information.

FBT exemptions are also available to registered religious institutions and not-for-profit companies.
These exemptions are not subject to capping. For more information see sections 6.6 and 20.5.

For information about:

. hospitals, see Health organisations

. registered public benevolent institutions (other than public or not-for-profit hospitals),
see Is your organisation a public benevolent institution?

. registered health promotion charities, see Is your organisation a health promotion
charity?

. the meaning of the word ‘public’, see Taxation Ruling TR 2000/10 Income tax: public

libraries, public museums and public art galleries

6.4 FBT rebate

The FBT rebate is an entitlement to a rebate equal to a percentage of the gross FBT payabile,
subject to a capping threshold. Organisations that qualify for the FBT rebate are referred to as
'rebatable employers'. Rebatable employers are certain non-government, not-for-profit
organisations. Organisations that may qualify for the FBT rebate include:

o registered charities (other than public benevolent institutions or health promotion
charities) that are an institution, not established under a government law and are
endorsed by us as a tax concessions charity

o certain scientific or public educational institutions
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. certain trade unions and employer associations located in Australia exempt from
income tax

. not-for-profit tax exempt organisations established for
- musical purposes
- community service purposes
o not-for-profit tax exempt organisations established for the encouragement of
- science
- animal racing
- art
- a game or sport
- literature
- music

. not-for-profit tax exempt organisations established for the purpose of promoting the
development of

- aviation or tourism
- Australian information and communications technology resources

- Australia's agricultural, pastoral, horticultural, viticultural, aquacultural,
fishing, manufacturing or industrial resources.

Registered charities must be endorsed by us to access the FBT rebate. The FBT rebate is only
available to registered charities that are institutions.

The FBT rebate is not available to:
. registered charities that are funds

. registered charities that are institutions established by a government law. A
government law is a law of the Commonwealth, a State or a Territory. Examples are
public universities, public museums and public art galleries

. registered public benevolent institutions and registered health promotion charities —
these organisations are eligible for the FBT exemption

A registered charity is an entity who is registered by the ACNC as a charity.
For more information refer to Getting endorsed.

Other not-for-profit organisations can self-assess their entitlement to the FBT rebate provided they
are a rebatable employer.

The FBT rebate is an entitlement to a rebate equal to a percentage of the gross FBT payabile,
subject to a capping threshold as follows.

FBT rebate percentage and capping threshold

FBT year ending Rebate percentage Capping threshold
31 March 2019 and later years 47% $30,000

Note: The rebate percentage is the FBT rate for each relevant FBT year. If the total grossed-up
taxable value of fringe benefits provided to an employee is more than the capping threshold, a
rebate cannot be claimed for the FBT liability on the excess amount. The capping threshold applies
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even if the rebatable employer did not employ the employee for the full FBT year. For example, if
the total grossed-up value of benefits provided to an employee between October and March was
$15,000, a rebate applies to all of the FBT payable for providing these benefits.

The organisations that provide certain entertainment benefits under salary packaging
arrangements may access a separate capping threshold. Refer to section 6.5 for further
information.

6.5 Separate cap for salary packaged entertainment benefits

A separate single grossed-up cap of $5,000 applies to fringe benefits that are salary packaged
meal entertainment and entertainment facility leasing expenses. This cap is available to employers
able to access an FBT exemption or rebate for the FBT year ending 31 March 2017 and
subsequent years. See sections 6.3 and 6.4 for information about the rebate.

Salary packaging

The separate cap only applies to meal entertainment or entertainment facility leasing benefits
provided under a salary packaging arrangement. A salary packaging arrangement generally
involves an arrangement between you and your employee, whereby your employee agrees to
forgo part of their future entitlement to salary or wages in return for you providing them or an
associate with benefits of a similar value. A salary packaging arrangement is commonly referred to
as salary sacrifice or total remuneration packaging.

Entertainment
The following types of salary packaged entertainment are subject to the cap:
. entertainment by way of food or drink

. accommodation or travel in connection with, or to facilitate the provision of, such
entertainment

. entertainment facility leasing expenses.

Refer to Chapter 14 and Chapter 15 for more information about what is entertainment.

Separate cap

Salary packaged entertainment provided is now included in the capping thresholds referred to in
sections 6.3 and 6.4. However, if these capping thresholds are exceeded in a particular year, it is
raised by the lesser of:

. $5,000, and
. the total grossed-up taxable value of salary packaged entertainment benefits.

This means employers are provided with a single grossed-up cap of $5,000 per employee each
FBT year for salary packaged entertainment benefits which remain eligible for concessional FBT
treatment. The $5,000 cap is available even if you did not employ the employee for the full FBT
year.

Grossing-up and the $5,000 cap

The $5,000 separate cap for meal entertainment and entertainment facility leasing expenses is the
grossed-up amount. It is important to work out which gross-up rate to use to calculate whether or

Fringe benefits tax — a guide for employers Page 53 of 313



not the $5,000 cap has been exceeded. For more information, refer to Goods and Services Tax
Ruling GSTR 2001/3 Goods and Services Tax: GST and how it applies to supplies of fringe
benefits.

Exceeding the $5,000 cap

The amount of those benefits exceeding the separate grossed-up cap of $5,000 are included in
calculating whether the value of all benefits an employee receives during the FBT year exceeds
their general FBT exemption or rebate cap.

Remember, this separate cap only applies to fringe benefits that are meal entertainment and
entertainment facility leasing expenses if they are under a salary packaging arrangement.

See section 6.9 for more information.

6.6 Concessions available for registered religious institutions

Your organisation is a registered religious institution if it is:
. a registered charity with the ACNC
. registered with the ACNC under the charity sub-type 'advancing religion', and
) an institution.

For more information refer to Registered religious institutions: access to tax concessions.

FBT rebate

Religious institutions are eligible for the FBT rebate when they are a registered charity. If a
religious institution is a charity it must be registered with the ACNC as a charity and endorsed by
us as a charitable institution to access the FBT rebate.

For more information see section 6.4.

Other concessions

Registered religious institutions may also be eligible for FBT concessions for benefits they provide
to:

o religious practitioners
. live-in carers
. domestic employees.

A registered religious institution does not need to be endorsed by us to access these concessions,
but it must be registered with the ACNC as a charity with a sub-type 'advancing religion'.

For more information refer to section 20.5 and also Taxation Ruling TR 2019/3 Fringe benefits tax:
benefits provided to religious practitioners.

6.7 Not-for-profit companies and live-in residential carers

The following not-for-profit organisations that provide care for elderly or disadvantaged people, can
provide certain FBT exempt benefits to live-in carers:

. a company that is a registered charity
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. a not-for-profit company that is not a charity (referred to in the FBT legislation as a
non-profit company).

The exemption is for live-in carers where the carer resides with the elderly or disadvantaged
person in residential accommodation you provide. The benefits that may be exempt include the
employees' live-in accommodation, residential fuel, meals or other food and drink.

For your organisation to be a not-for-profit company:

o it must be a company that is not carried on for the purposes of profit or gain to its
individual members

. its constituent documents must prohibit it from making any distribution, whether in
money, property or otherwise, to its members.

Your organisation can be a not-for-profit company and still make a profit. However, any profits it
makes must be used to carry out its purposes. The profits must not be distributed to the members.

The prohibition on distributions applies while the organisation is operating, and on its winding up. If
it permits the organisation's members to transfer the assets to themselves on winding up, itis not a
not-for-profit company.

A not-for-profit company can make payments to its members as bona fide remuneration for
services they have provided to it, and as reasonable compensation for expenses incurred on
behalf of the organisation.

An organisation carried on for the joint or common benefit of members can qualify as a
not-for-profit company. An example would be a professional association established to advance
the professional interests of its members.

6.8 Other concessions

Car parking

A car parking fringe benefit and car parking expense payment fringe benefit is exempt from FBT
when provided by:

. registered charities

. a scientific institution (other than an institution run for the purposes of profit or gain
to its shareholders or members)

o a public educational institution.

Remote area concessions

An extended definition of ‘remote’ applies to housing benefits provided for employees of:

. a public hospital

. a government body where the duties of the employee are exclusively performed in,
or in connection with, a public hospital or a not-for-profit hospital

. a hospital carried on by a not-for-profit society or a not-for-profit association that is a
rebatable employer

. a registered charity

o a public ambulance service

o a police service.

This means that more areas will be considered remote for the purposes of the:
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. remote area housing exemption explained at section 10.8
. remote area residential fuel reduction explained at section 19.2.

6.9 Calculating FBT — benefits excluded from FBT capping thresholds

The following fringe benefits, which are excluded benefits for reporting purposes, are also
specifically excluded from an employee's individual fringe benefits amount and, as such, are not
included in the calculation for certain employer's respective capping thresholds:

. car parking fringe benefits when provided by:
- registered public benevolent institutions
- registered health promotion charities
- public hospitals

- not-for-profit hospitals (including those carried on by a society or association
that is a rebatable employer) and

- public ambulance services

. meal entertainment (not salary packaged) — the provision of benefits that constitute
the provision of meal entertainment that is not under a salary packaging
arrangement, whether or not the employer elected to value the benefits as meal
entertainment fringe benefits. This applies to meal entertainment provided by:

- registered public benevolent institutions
- registered health promotion charities
- public hospitals

- not-for-profit hospitals (including those carried on by a society or association
that is a rebatable employer), and

- public ambulance services
. entertainment facility leasing expenses (not salary packaged) when incurred by:
- registered public benevolent institutions
- registered health promotion charities
- public hospitals

- not-for-profit hospitals (including those carried on by a society or association
that is a rebatable employer), and

- public ambulance services.

For rebatable employers, other than hospitals mentioned above, these benefits are not taken into
account when determining the aggregate non-rebatable amount. They are, however, taken into
account when determining the gross tax. See section 6.11 Calculating the FBT rebate for more
information.

6.10 Calculating the FBT exemption

Where your organisation (registered health promotion charity or registered public benevolent
institution or public or not-for-profit hospital or public ambulance service) provides employees with
benefits above the capping threshold), you are subject to FBT on the aggregate non-exempt
amount.
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In order to calculate your FBT payable, you must first calculate the individual grossed-up type 1
and type 2 non-exempt amounts. To calculate the individual grossed-up type 1 and type 2 non-
exempt amounts, and the FBT payable, you will need the following rates.

FBT rate
47%

FBT year

Ending 31 March 2019
(and later years)

Type 1 gross-up rate Type 2 gross-up rate
2.0802 1.8868

Table 1 — Calculating the individual grossed-up type 1 and 2 non-exempt amounts

Step | Action Result
1 Establish what the employee's individual fringe benefits Pxxx
amount would be if the capping concession was not available.
The individual fringe benefits amount is the value of all
benefits, other than excluded benefits. For a list of excluded
fringe benefits, refer to section 5.2.
2 Identify the amount of GST-creditable fringe benefits included | $xxx
in the amount for Step 1. (Amount 1)
3 Identify those fringe benefits not taken into account under $xxx
Amount 1. (Amount 3)
(That is, the result from Step 1 minus the result from Step 2.)
4 Determine the employee's share of the benefits that would be | $xxx
excluded fringe benefits if the capping concession was not
available. For a list of excluded fringe benefits, refer to
section 5.2.
Excluded benefits specifically not to be included in this
calculation are listed in section 6.9.
5 Identify the GST-creditable fringe benefits included in Step 4. | $xxx
(Amount 2)
6 Identify those excluded fringe benefits that are not taken into $xxx
account under Amount 2. (Amount 4)
(That is, the result from Step 4 minus the result from Step 5.)
7 | Add Amount 1 and Amount 2. Type 1 individual base
(That is, the result from Step 2 plus the result from Step 5.) non-exempt amount
8 Use the following formula: Individual grossed-up
FBT rate + GST rate type 1 non-exemt
Type 1 individual base amoun
non-exempt amount x (1 - FBT rate) x (1 + GST rate) x
FBT rate
(That is, the result from Step 7 multiplied by type 1 gross-up
rate.)
9 | Add Amount 3 and Amount 4. Type 2 individual base
(That is, the result from Step 3 plus the result from Step 6.) non-exempt amount
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10

Use the following formula:

Type 2 individual base 1
non-exempt amount 1 - FBT rate

(That is, the result from Step 9 multiplied by type 2 gross-up
rate.)

Individual grossed-up
type 2 non-exempt
amount

Calculating your FBT payable

After calculating the individual grossed-up type 1 and type 2 amounts, you can then calculate your
FBT payable.

If

Then

you have not provided entertainment benefits under a salary
packaging arrangement

follow the steps in Table 2a.

you have provided entertainment benefits under a salary
packaging arrangement to your employees

follow the steps in Table 2b.

Table 2a — Use this table if you did not provide salary packaged entertainment benefits

Step | Action Result
1 For each employee add: The result is the
 the individual grossed-up type 1 non-exempt amount individual grossed-up
(from Table 1, Step 8) non-exempt amount.
e the individual grossed-up type 2 non-exempt amount
(from Table 1, Step 10).
2 Subtract the appropriate capping threshold from the individual If the individual grossed-
grossed-up non-exempt amount for each employee. up non-exempt amount
Refer to section 6.3 for the appropriate capping threshold. is less than or equal f[o
the appropriate capping
threshold, the amount
calculated under this
step is nil.
3 | Add together all the amounts calculated under Step 2 for each The total is your
employee. aggregate non-exempt
amount.
4 Multiply the result in Step 3 by the FBT rate. The result is your
FBT payable.
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Table 2b — Use this table if you provided salary packaged entertainment benefits

Step | Action Result
1 For each employee add: The result is the
o the individual grossed-up type 1 non-exempt amount individual grossed-up
(from Table 1, Step 8) non-exempt amount.
e the individual grossed-up type 2 non-exempt amount
(from Table 1, Step 10).
2 Subtract the appropriate capping threshold from the individual | $xxx
grossed-up non-exempt amount for each employee. If the individual
Refer to section 6.3 for the appropriate capping threshold. grossed-up non-exempt
amount is less than or
equal to the appropriate
capping threshold, the
amount calculated
under this step is nil.
If this amount is
positive, continue to
Step 3.
If this amount is nil or
less do not continue.
3 From Step 2 at Table 1 (Amount 1), determine how much of Pxxx
that amount relates to salary packaged meal entertainment GST-creditable salary
and entertainment facility leasing expense benefits. packaged entertainment
benefits
4 Use the following formula: The result is the
- 1 individusl b FBT rate + GST rate grogiegl'LJp CIBST
ype 1 individual base ~ creditable salary
non-exemptamount (1~ FBT rate) x (1 t+ GST rate) x FBT 4 ckaged entertainment
rate benefits
(That is, the result from Step 3 multiplied by the type 1 gross-
up rate.)
5 From Step 3 at Table 1 (Amount 3), determine how much of $xxx
that amount relates to salary packaged meal entertainment Non-GST creditable
and entertainment facility leasing expense benefits. salary packaged
entertainment benefits
6 Use the following formula: Grossed-up non-GST
Non-GST creditable 1 creditable salary _
salary packaged x 1 - FBT rate packaged entertainment
entertainment benefits benefits
(That is, the result from Step 5 multiplied by the type 2 gross-
up rate.)
7 | Add the grossed-up GST creditable and grossed-up non-GST | Grossed-up salary
creditable salary packaged entertainment benefit amounts. packaged entertainment
(That is, the result from Step 4 plus the result from Step 6.) benefits
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8 | Subtract from the amount calculated at Step 2 the lesser of: $xxx
e $5,000 and If the result is less than
e the amount calculated at Step 7. $0, include $0 here.
(That is, the result from Step 2 minus $5,000 or the result from
Step 2 minus the result from Step 7.)
9 | Add together all the amounts calculated under Step 8 for each | The total is your
employee. aggregate non-exempt
amount.
10 | Multiply the result in Step 9 by the FBT rate. The result is your FBT
payable.

Example — FBT exemption capping threshold exceeded

An employee of a registered health promotion charity receives the following benefits during the
FBT year ending 31 March 2019:

Car fringe benefit $7,700 GST taxable supply with an entitlement to GST credits.
Salary packaged $3,300 Valued as expense payment benefits. Exempt benefits under
restaurant meals section 57A with no entitlement to GST credits.
Reimbursement of $6,000 Expense payment fringe benefit. GST-free supplies with no
school fees entitlement to GST credits.

Remote area rent $3,000 Excluded fringe benefit for payment summary reporting
reimbursement purposes only. No entitlement to GST credits.

In order to calculate their FBT payable, the registered health promotion charity must first calculate
the individual grossed-up type 1 and type 2 non-exempt amounts.

Table 1 — Calculating the individual grossed-up type 1 and 2 non-exempt amounts

Step

Action

Result

1

Establish what the employee's individual fringe benefits
amount would be if the capping concession was not available.

The individual fringe benefits amount is the value of all
benefits other than excluded fringe benefits.

The individual fringe
benefits amount =

Car fringe benefit +
salary packaged
restaurant meals +
reimbursement of
school fees.
$7,700 + $3,300 +
$6,000

= $17,000

The individual fringe
benefits amount is
$17,000.

Identify the amount of GST-creditable fringe benefits included
in the amount for Step 1.

$7,700
(Amount 1)
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In this example, the
employer is entitled to
GST credits for the car
fringe benefit.

3 | Identify those fringe benefits not taken into account under $17,000 - $7,700
amount 1. = $9,300
(That is, the result from Step 1 minus the result from Step 2.) | (Amount 3)
4 | Determine the employee's share of the benefits that would be | $3,000
excluded fringe benefits if the capping concession was not The excluded fringe
available. These excluded fringe benefits are listed in benefit is the remote
SeCﬁOI’I 52 area rent
Excluded benefits specifically not to be included in this reimbursement.
calculation are listed in section 6.9.
5 | Identify the GST-creditable fringe benefits included in Step 4. | $0
(Amount 2)
The employer is not
entitled to GST credits
for the remote area rent
reimbursement.
6 | Identify those excluded fringe benefits that are not taken into $3,000 - $0
account under Amount 2. = $3,000
(That is, the result from Step 4 minus the result from Step 5.) | (Amount 4)
7 | Add Amount 1 and Amount 2. $7,700 + $0
(That is, the result from Step 2 plus Step 5.) =$§7,700
The type 1 individual
base non-exempt
amount is $7,700.
8 | Use the following formula: $7,700 x 2.0802
Tvoe 1 individual b FBT rate + GST rate =$16,018
ype 1 indiviaual base rounded to the nearest
nonexompt ameunt (1= FBT rate) x (1 : GST rate) x FBT ((10 o
rate :
. . The individual grossed-
( Tll:iat is, the result from Step 7 multiplied by type 1 gross-up up type 1 non-exempt
rate.) amount is $16,018.
9 | Add Amount 3 and Amount 4. $9,300 + $3,000
(That is, the result from Step 3 plus Step 6.) =$12,300
The type 2 individual
base non-exempt
amount is $12,300.
10 | Use the following formula: $12,300 x 1.8868
Type 2 individual base 1 = $23,208
non-exempt amount 1 - FBT rate (rounded to the nearest

(That is, the result from Step 9 multiplied by type 2 gross-up
rate.)

dollar).
The individual grossed-

up type 2 non-exempt
amount is $23,208.
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After calculating the individual grossed-up type 1 and type 2 amounts, the registered health
promotion charity will calculate their FBT payable by following the steps in Table 2b.

Table 2b — Calculating the FBT payable

This table is used as the registered health promotion charity provided salary packaged

entertainment benefits.
Step | Action Result
1 For each employee add: $16,018 + $23,208
e the individual grossed-up type 1 non-exempt amount = $39,226
(from Table 1, Step 8) The individual grossed-
e the individual grossed-up type 2 non-exempt amount iLép $g%nz)éemp tamount
(from Table 1, Step 10). T
2 Subtract the appropriate capping threshold from the individual | $39,226 - $30,000
grossed-up non-exempt amount for each employee. = $9,226
The capping threshold for the FBT year ending 31 March 2019
for the registered health promotion charity is $30,000.
3 | From Step 2 at Table 1 (Amount 1), determine how much of $0
that amount relates to salary packaged meal entertainment The GST-creditable
and entertainment facility leasing expense benefits. salary packaged
entertainment benefits is
$0.
4 Use the following formula: $0
Type 1 individual FBT rate + GST rate The grossed-up GST
base non- * (1-FBTrate) x (1 + GST rate) x FBT rate creditable salary
exempt amount packaged entertainment
(That is, the result from Step 3 multiplied by type 1 gross-up benefits is $0.
rate.)
5 | From Step 3 at Table 1 (Amount 3), determine how much of $3,300 — salary
that amount relates to salary packaged meal entertainment packaged restaurant
and entertainment facility leasing expense benefits. meals
The non-GST creditable
salary packaged
entertainment benefits is
$3,300
6 Use the following formula: $3,300 x 1.8868
Non-GST creditable 1 (= 36, 323 ,
salary packaged rounded to the nearest
entertainment benefits 1 - FBT rate dollar)
(That is, the result from Step 5 multiplied by type 2 gross-up The grossed-up non-
rate.) GST creditable salary
packaged entertainment
benefits is $6,226.
7 | Add the grossed-up GST creditable and grossed-up non-GST $0 + 36,226
creditable salary packaged entertainment benefit amounts. = $6,226
(That is, the result from Step 4 plus the result from Step 6.)
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The grossed-up salary
packaged entertainment
benefits is $6,226.

8 Subtract from the amount calculated at Step 2 the lesser of: ?9226 - $5,000
. $5,000 and = $4,226
e the amount calculated at Step 7 ($6,226).

(That is, the result from Step 2 minus $5,000 or the result from
Step 2 minus the result from Step 7.)

9 | Add together all the amounts calculated under Step 8 for each | As there is only one
employee. employee, the result is
the same as for Step 8.
The aggregate non-
exempt amount is
$4,226.

10 | Multiply the result in Step 9 by the FBT rate. $4,226 x 0.47

= $1,986.22

The FBT payable is
$1,986.22.

6.11 Calculating the FBT rebate

Use the following formula to calculate the rebate available to you:

FBT rebate _ ) rebatable days in year
percentage (gross tax — aggregate non-rebatable amount) x total days in year
o FBT rebate percentage is the FBT rate for the relevant FBT year.
. Gross tax is the FBT you would have paid if you had not been entitled to claim a
rebate.
. Rebatable days in the year are the number of days during the FBT year that you

qualified as a rebatable employer.

For the purpose of calculating the rebate, the total days in the year means the number of days you
were an employer. It does not refer to the total number of days in the year.

The aggregate non-rebatable amount is the proportion of the taxable value of fringe benefits for
which you can't obtain a rebate.

In order to calculate your FBT payable, you can use the steps in the tables below.

To calculate your FBT payable, you need to first calculate your gross tax (see Table 1). You also
need the following rates.

Table — FBT Rate, gross-up rates, rebate percentage and cap

FBT year FBT | Type 1 Type 2 FBT rebate | FBT Salary packaged
ending rate | gross-up | gross-up | percentag | rebate meal
rate rate e cap entertainment and

entertainment
facility leasing cap
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31 March 2018 | 47% | 2.0802 1.8868 47% $30,000 $5,000
(and onwards)

Table 1 — Calculating your gross tax

Follow the steps below to calculate your gross tax.

Step | Action Result
1 Establish the employee's individual fringe benefits amount. P$xxx
The individual fringe benefits amount is the value of all
benefits other than excluded benefits.
For a list of excluded fringe benefits, refer to Reportable fringe
benefits.
2 Identify the amount of GST-creditable fringe benefits included | $xxx
in the amount for Step 1. (Amount 1)
3 Identify those fringe benefits not taken into account in the $xxx
calculation for Amount 1. (Amount 3)
(That is, the result from Step 1 minus the result from Step 2.)
4 | Determine the employee's share of the benefits that would be | $xxx
excluded fringe benefits. These excluded fringe benefits are
listed in Reportable fringe benefits.
5 Identify the GST-creditable fringe benefits included in Step 4. | $xxx
(Amount 2)
6 Identify those excluded fringe benefits that are not taken into $xxx
account under Amount 2. (Amount 4)
(That is, the result from Step 4 minus the result from Step 5.)
7 | Add Amount 1 and Amount 2. Type 1 individual fringe
(That is, the result from Step 2 plus the result from Step 5.) benefits taxable amount
8 Use the following formula: Individual grossed-up
Type 1 individual FBT rate + GST rate type 1 fringe benefits
fringe benefits * (1 - FBT rate) x (1 + GST rate) x FBT rate taxable amount
amount
(That is, the result from Step 7 multiplied by type 1 gross-up
rate.)
9 | Add Amount 3 and Amount 4. Type 2 individual fringe
(That is, the result from Step 3 plus the result from Step 6.) benefits taxable amount
10 | Use the following formula: Individual grossed-up

Type 2 individual fringe 1
benefits amount 1 - FBT rate

(That is, the result from Step 9 multiplied by type 2 gross-up
rate.)

type 2 fringe benefits
amount
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11 | For each employee add:

« the individual grossed-up type 1 fringe benefits amount taxable amount
o the individual grossed-up type 2 fringe benefits amount.
(That is, the result from Step 8 plus the result from Step 10.)

Individual fringe benefits

12 | Add together the individual fringe benefits taxable amount Total fringe benefits

calculated for every employee.

(That is, the result from Step 11 for every employee.)

taxable amount

13 | Multiply the total fringe benefits taxable amount by the FBT Gross tax

rate.

(That is, the result from Step 12 multiplied by FBT rate.)

You need to then calculate your FBT rebate (see Table 2, following).

If

Then

you do not provide any of the following benefits:

benefits that would be a car parking fringe benefit

benefits that constitute the provision of meal
entertainment or entertainment facility leasing
expenses; and

not provided under a salary packaging arrangement

o enter the amount calculated at Step
12 in Table 1 into Step 11 in Table 2
below

o complete Step 12 in Table 2 below

« then move on to Table 2a or
Table 2b

o then move on to Table 3.

you do provide any of the following benefits:

benefits that would be a car parking fringe benefit

benefits that constitute the provision of meal
entertainment (and that are provided under a salary
packaging arrangement

benefits attributable to entertainment facility leasing
expenses (and that are provided under a salary
packaging arrangement

start from Step 1 in Table 2 below.

Table 2 — Calculating your FBT rebate

Follow the steps below to calculate your FBT rebate.

Step | Action

Result

1 Establish the employee's individual fringe benefits amount. $xxx

The individual fringe benefits amount is the value of all
benefits other than excluded benefits. These excluded fringe
benefits are listed in Reportable fringe benefits.

(This will be the same amount calculated in Table 1, Step 1.)

2 Identify the amount of GST-creditable fringe benefits $xxx

included in the amount for Step 1.

(This will be the same amount calculated in Table 1, Step 2.)

(Amount 1)
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3 Identify those fringe benefits not taken into account in the $xxx
calculation for Step 2. (Amount 3)
(That is, the result for Step 1 minus the result for Step 2.
This will be the same amount calculated in Table 1, Step 3.)
4 Determine the employee's share of the benefits that would $xxx
be excluded fringe benefits. These excluded fringe benefits
are listed in Reportable fringe benefits.
Excluded benefits specifically not to be included in this
calculation are listed in section 6.9.
5 Identify the GST-creditable fringe benefits included in Step $xxx
4. (Amount 2)
6 Identify those excluded fringe benefits that are not taken into | $xxx
account under Step 5. (Amount 4)
(That is, the result for Step 4 minus the result for Step 5.)
7 Add Amount 1 and Amount 2. Type 1 individual base
(That is, the result from Step 2 plus the result from Step 5.) | hon-rebatable amount
8 Use the following formula: Individual grossed-up
Type 1 individual FBT rate + GST rate type 1 ?on-rebatable
base non-rebatable x (1 - FBT rate) x (1 + GST rate) x FBT | amoun
amount
(That is, the result from Step 7 multiplied by type 1 gross-up
rate.)
9 Add Amount 3 and Amount 4 Type 2 individual base
(That is, the result from Step 3 plus the result from Step 6.) | hon-rebatable amount
10 Use the following formula: Individual grossed-up
Type 2 individual base 1 pe uzn?on'rebatable
non-rebatable amount 1 - FBT rate
(That is, the result from Step 9 multiplied by type 2 gross-up
rate.)
11 For each employee add: The result is the
« the individual grossed-up type 1 non-rebatable amount for | individual grossed-up
the FBT year non-rebatable amount
(That is, the result from Step 8.) for the employee.
o the individual grossed-up type 2 non-rebatable amount for
the FBT year
(That is, the result from Step 10.)
12 Subtract the FBT rebate cap from the individual grossed-up | If the individual grossed-

non-rebatable amount for each employee.
(That is, the result from Step 11 minus the FBT rebate cap.)

up non-rebatable
amount for an employee
is equal to or less than
the FBT rebate cap, the
amount calculated
under this step is nil.
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The steps you continue with to calculate your rebate depend on whether you have provided salary
packaged meal entertainment and entertainment facility leasing expense benefits to your
employees.

If Then

you have not provided meal entertainment or entertainment follow the steps in Table 2a.
facility leasing expense benefits under a salary packaging

arrangement

you have provided meal entertainment or entertainment facility follow the steps in Table 2b.
leasing expense benefits under a salary packaging arrangement

Table 2a — Calculating the FBT rebate continued

Use this table if you did not provide salary packaged entertainment benefits

Step | Action Result

1 | Add together the amounts calculated at Table 2, Step 12 for $xxx
each employee.

2 | Multiply the total amount calculated under Step 1 by the FBT The result is your
rate. aggregate non-
rebatable amount for
the FBT year.

3 | Use this formula: The result is your FBT

number of days in FBT | rebate.

FBT rebate  (gross tax - aggregate year you were a

percentage non-rebatable amount) rebatable employer
total days in FBT year

That is:
FBTrebate ,  (Table 1, Step 13-  _rebatable days in year
percentage Table 2a Step 2) total days in year

You then need to calculate your FBT payable (see Table 3, following).

Table 2b — Calculating the FBT rebate continued
Use this table if you provide salary packaged entertainment benefits

Note: If the amount calculated at Table 2, Step 12 is nil, you can enter $0 at Step 7 in the table
below for that employee and continue to Step 8.

Step | Action Result
1 Determine how much of the employee's individual fringe P$xxx
benefits amount relates to salary packaged entertainment
benefits.

(That is, how much of the amount at Table 1, Step 1 relates to
salary packaged meal entertainment and entertainment facility
leasing expense benefits.)
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2 Determine how much of the employee's individual fringe P$xxx
benefits amount relates to GST creditable salary packaged GST creditable salary
entertainment beneﬁts. packaged entertainment

(That is, how much of the amount at Table 1 Step 2 relates to | benefits
GST creditable salary packaged entertainment benefits.)

3 Determine how much of the individual grossed-up non- $xxx
rebatable amount relates to non-GST creditable salary Non-GST creditable
(That is, the result for Step 1 minus the result for Step 2.) entertainment benefits.
4 Gross up the GST creditable salary packaged entertainment Individual grossed-up
benefits using the following formula: GST creditable salary
GST creditable FBT rate + GST rate packaged entertainment
Sa|ary packaged benefItS amount

entertainment x (1 - FBTrate) x (1 + GST rate) x FBT raf

benefits
(That is, the result from Step 2 multiplied by type 1 gross-up
amount.)
5 | Gross up the non-GST creditable salary packaged Individual grossed-up
entertainment benefits using the following formula non-GST creditable
Non-GST creditable 1 salary packaged
salary packaged x 1 - FBT rate entertainment benefits.

entertainment benefits
(That is, the result from Step 3 multiplied by type 2 gross-up

rate.)

6 | Add the Individual grossed-up GST creditable and Individual Individual grossed-up
grossed-up non-GST creditable salary packaged salary packaged
entertainment benefits. entertainment benefits

(That is, add the amount calculated at Step 4 and Step 5.)

7 Subtract from the amount calculated at Table 2, Step 12 the P$xxx
lesser of: Use nil if the result is
e $5,000 and less than $0.

o the amount calculated at Step 6.
(but not below nil)

8 | Add together the amounts calculated at Step 7 for each $xxx
employee.

9 Multiply the amount calculated under Step 8 by the FBT rate. The result is your
aggregate non-
rebatable amount for
the FBT year.
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Use the following formula: The result is your FBT
number of days in rebate.
FBT rebate  (gross tax - aggregate FBT year you were a
percentage non-rebatable amount) rebatable employer
total days in FBT year

That is:

FBTrebate (Table 1, Step 13-  _rebatable days in year

percentage Table 2b Step 9) total days in year

You then need to calculate your FBT payable (see Table 3).

Table 3 — Calculating your FBT payable

Use the following step to calculate your FBT payable.

Step

Action

Result

1

Gross tax — FBT rebate

(That is, the result from Table 1, Step 13 minus the result from | Payable.
Table 2a, Step 3 or Table 2b, Step 10.)

The result is your FBT

Example — FBT rebate capping threshold exceeded

A rebatable employer provides the following benefits to a single employee during the FBT year.
The employer was an employer for the full year and a rebatable employer from 31 October 2018 in
the FBT year ending 31 March 2019.

Car fringe benefit | $7,700

GST taxable supply with an entitlement to GST credits.

Salary packaged | $3,300
restaurant meals

Valued as expense payment and there is an entitlement to GST
credits.

Reimbursement of | $6,000
school fees

Expense payment fringe benefit. GST-free supply with no
entitlement to GST credits.

Remote area rent | $3,000
reimbursement

Excluded fringe benefit for payment summary or income
statement reporting purposes only. No entitlement to GST
credits.

To calculate their FBT payable, the rebatable organisation needs to first calculate their gross tax
(see Table 1).
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Table 1 — Calculating the gross tax

Step

Action

Result

1

Establish the employee's individual fringe benefits amount.
The individual fringe benefits amount is the value of all
benefits other than excluded benefits.

Car fringe benefit +
restaurant meals +
reimbursement of
school fees

$7,700 + $3,300
+ $6,000
= $17,000

The individual fringe
benefits amount is
$17,000.

Identify the amount of GST-creditable fringe benefits included
in the amount for Step 1.

$11,000
(Amount 1)

In this example, the
employer is entitled to
GST credits for the car
fringe benefit and salary
packaged restaurant
meals.

Identify those fringe benefits not taken into account in the
calculation for Amount 1

(That is, the result from Step 1 minus the result from Step 2.)

$17,000 - $11,000
= $6,000
(Amount 3)

Determine the employee's share of the benefits that would be
excluded fringe benefits.

$3,000

The excluded fringe
benefit is the remote
area rent
reimbursement.

Identify the GST-creditable fringe benefits included in Step 4.

$0
(Amount 2)

In this example, the
employer is not entitled
to GST credits for the
remote area rent
reimbursement.

Identify those excluded fringe benefits that are not taken into
account under Amount 2

(That is, the result from Step 4 minus the result from Step 5.)

$3,000 - $0
= $3,000
(Amount 4)

Add Amount 1 and Amount 2
(That is, the result from Step 2 plus the result from Step 5.)

$11,000 + $0
=$11,000
The type 1 individual

fringe benefits taxable
amount is $11,000.
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8 Use the following formula: $11,000 x 2.0802
Type 1 individual FBT rate + GST rate = $22,862
fringe benefits % (1 - FBT rate) (1 + GST rate) x FBT | (rounded to the nearest
amount rate dollar)

. - The individual grossed-

(That is, the result from Step 7 multiplied by 2.0802.) up type 1 fringe benefits
taxable amount is
$22,882.

9 | Add Amount 3 and Amount 4 $6,000 + $3,000
(That is, the result from Step 3 plus the result from Step 6.). = $9,000

The type 2 individual
fringe benefits taxable
amount is $9,000.

10 | Use the following formula: $9,000 x 1.8868

o . 1 = $16,981
Type 2 individual fringe x
benefits amount 1 — FBT rate c(jrolsmjled to the nearest
ollar,

(That is, the result from Step 9 multiplied by 1.8868.) The individual grossed-
up type 2 fringe benefits
amount is $16,981.

11 | For each employee add: $22,882 + $16,981
e the individual grossed-up type 1 fringe benefits amount = $39,863
« the individual grossed-up type 2 fringe benefits amount Z;he il;gi\;iduab/lfringe t

: enefits taxable amoun

(That is, the result from Step 8 plus the result from Step 10.) is $39,863.

12 | Add together the individual fringe benefits taxable amount There is only one
calculated for every employee employee, so the total
(That is, the result from Step 11 for every employee.) fringe benefits taxable

amount is $39,863.

13 | Multiply the total fringe benefits taxable amount by the FBT $39,863 x 0.47
rate = $18,735.61
(That is, the result from Step 12 multiplied by 47%.) The gross tax is

$18,735.61.

The employer then needs to then calculate their FBT rebate (see Table 2).

Table 2 — Calculating your FBT rebate

Step

Action

Result

1

Establish the employee's individual fringe benefits amount.

The individual fringe benefits amount is the value of all
benefits other than excluded benefits.

(This will be the same amount calculated in Table 1, Step 1).

$17,000
(From Table 1, Step 1)

Identify the amount of GST-creditable fringe benefits included

in the amount for Step 1.
(This will be the same amount calculated in Table 1, Step 2).

$11,000
(Amount 1)

(From Table 1, Step 2)
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Identify those fringe benefits not taken into account in the
calculation for Step 2

(That is, the result from Step 1 minus the result from Step 2.
This will be the same amount calculated in Table 1, Step 3).

$6,000
(Amount 3)

(From Table 1, Step 3)

Determine the employee's share of the benefits that would be
excluded fringe benefits. These excluded fringe benefits are
listed in Reportable fringe benefits.

Excluded benefits specifically not to be included in this
calculation are listed in section 6.8.

$3,000

(The $3,000 is the
remote area rent
reimbursement. The
restaurant meals of
$3,300 are provided
under a salary
packaging arrangement
and are not excluded in
this FBT year).

Identify the GST-creditable fringe benefits included in Step 4.

$0
(Amount 2)

(The employer is not
entitled to GST credits
for the remote area rent

reimbursement).
Identify those excluded fringe benefits that are not taken into $3,000 - $0
account under Step 5. = $3,000
(That is, the result from Step 4 minus the result from Step 5.) (Amount 4)
Add Amount 1 and Amount 2. $11,000 +$0
=$11,000

(That is, the result from Step 2 plus the result from Step 5.)

The type 1 individual
base non-rebatable
amount is $11,000.

Use the following formula:

Type 1 individual FBT rate + GST rate

base non-rebatable x
amount

(That is, the result from Step 7 multiplied by 2.0802.)

(1 - FBT rate) x (1 + GST rate) x FBT ra

$11,000 x 2.0802
= $22,882

(rounded to nearest
dollar)

The individual grossed-
up type 1 non-rebatable

amount is $22,882.
Add Amount 3 and Amount 4 $6,000 + $3,000
(That is, the result from Step 3 plus the result from Step 6.) = $9,000

The type 2 individual
base non-rebatable
amount is $9,000.
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10 | Use the following formula: $9,000 % 1.8868

Type 2 individual base 1 = $16,981
non-rebatable amount 1 - FBT rate (rounded to the nearest
dollar)

(That is, the result from Step 9 multiplied by 1.8868.) The individual grossed-

up type 2 non-rebatable
amount is $16,981.

11

For each employee add:

o the individual grossed-up type 1 non-rebatable amount for

the FBT year

(That is, the result from Step 8.)

$22,882 + $16,981
= $39,863
The individual grossed-

up non-rebatable
amount is $39,863.

e the individual grossed-up type 2 non-rebatable amount for
the FBT year

(That is, the result from Step 10.)

12

Subtract $30,000 from the individual grossed-up non-rebatable
amount for each employee.

$39,863 — $30,000
= $9,863

Table 2b — Calculating the FBT rebate continued
The employer must use Table 2b to calculate the FBT rebate as they provided salary packaged

entertainment benefits.
Step | Action Result
1 Determine how much of the employee's individual fringe benefits $3,300
amount relates to salary packaged entertainment benefits The salary
(That is, how much of the amount at Table 1, Step 1 relates to packaged
salary packaged meal entertainment and entertainment facility restaurant meals of
leasing expense benefits.) $3,300 are meal
entertainment.
2 | Determine how much of the employee's individual fringe benefits $3,300
amount relates to GST creditable salary packaged entertainment That salary
beneﬁts packaged
(That is, how much of the amount at Table 1 Step 2 relates to GST | restaurant meals
creditable salary packaged entertainment benefits.) are GST creditable
salary packaged
entertainment
benefits.
3 | Determine how much of the individual grossed-up non-rebatable $3,300 - $3,300

amount relates to non-GST creditable salary packaged
entertainment benefits

(That is, the result for Step 1 minus the result for Step 2.)

= $O

There are no non-
GST creditable
salary packaged
entertainment
benefits.
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4 | Gross up the GST creditable salary packaged entertainment $3,300 x 2.0802
benefits using the following formula: = $6,864.66
GST creditable FBT rate + GST rate The Individual
salary packaged _ grossed-up GST
entertainment x (1~ FBTrate) x (1 +GST rate) x FBT rate creditable salary
benefits packaged
(That is, the result from Step 2 multiplied by type 1 gross-up entertainment
amount.) benefits amount is

$6,864.66.

5 | Gross up the non-GST creditable salary packaged entertainment $0 x 1.8868
benefits using the following formula =$0

Non-GST creditable 1 The Individual
salary packaged x 1 - BT rate grossed-up non-
entertainment benefits GST creditable
(That is, the result from Step 3 multiplied by type 2 gross-up rate.) | Salary packaged
entertainment
benefits amount is
$0.

6 | Add the Individual grossed-up GST creditable and Individual $6,864.66 + $0
grossed-up non-GST creditable salary packaged entertainment =$6,864.66
benefits The Individual
(That is, add the amount calculated at Step 4 and Step 5.) grossed-up salary

packaged
entertainment
benefits is
$6,864.66.

7 | Subtract from the amount calculated at Table 2, Step 12 the lesser | $9,863 — $5,000
of: = $4,863
e $5,000 and
e the amount calculated at Step 6 ($6,864.66).

8 | Add together the amounts calculated at Step 7 for each employee. | There is only one
employee, so this
amount is $4,863.

9 | Multiply the amount calculated under Step 8 by the FBT rate. $4,863 x 0.47
= $2,285.61
The aggregate non-
rebatable amount is
$2,285.61.

10 | Use the following formula: 0.47 x ($18,735.61

number of days in FB] ~ $2,285.61) x
FBT rebate (gross tax — aggregate non- year you were a 152/365
percentage rebatable amount) rebatable employer | 0.47 x $16,450 x
total days in FBT yeal 152/365
That is: = $3,219.69
FBT rebate (Table 1, Step 13 - rebatable days in yeal The FBT rebate is
percentage Table 2b Step 9) total days in year | $3,219.69.
The employer then needs to calculate their FBT payable
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Use the

following step to calculate your FBT payable.

Step

Action

Result

1

Gross tax — FBT rebate

(That is, the result from table 1, Step 13 minus the result from
Table 2b, Step 10.)

$18,735.61 - $3,219.69
= $15,515.92

The FBT payable is
$15,515.92.

6.12 Reportable fringe benefits

If the value of certain fringe benefits provided to your employees or their associates exceeds
$2,000 in an FBT year, you must record the grossed-up taxable value of those benefits on their
payment summaries for the corresponding income year.

This FBT reporting requirement applies even if you organisation is not liable to pay FBT. For a list
of benefits that are excluded from the reporting requirements, refer to Reportable fringe benefits.

More information

For more on:

reportable fringe benefits, refer to Reportable fringe benefits — facts for employees

the FBT gross-up rates, refer to Taxation Ruling TR 2001/2 Fringe benefits tax: The
operation of the new fringe benefits tax gross-up formula to apply from 1 April 2000

the interaction between FBT and GST, refer to Goods and Services Tax Ruling
GSTR 2001/3 Goods and Services Tax: GST and how it applies to supplies of fringe

benefits

charities, refer to Taxation Ruling TR 2011/4 Income tax and fringe benefits tax:

charities.

Fringe benefits tax — a guide for employers

Page 75 of 313


https://www.ato.gov.au/General/Fringe-benefits-tax-(FBT)/Reporting,-lodging-and-paying-FBT/Reportable-fringe-benefits/
http://www.ato.gov.au/General/Fringe-benefits-tax-(fbt)/In-detail/Employees/Reportable-fringe-benefits---facts-for-employees/
http://ato.gov.au/law/view/document?DocID=TXR/TR20012/NAT/ATO/00001
http://ato.gov.au/law/view/document?DocID=GST/GSTR20013/NAT/ATO/00001
http://ato.gov.au/law/view/document?DocID=TXR/TR20114/NAT/ATO/00001

CHAPTER 7 - Car fringe benefits

Where a vehicle is provided or made available to your employee (or their associate) for their
private use, it may be a ‘car benefit’ or a ‘residual benefit’. This Chapter deals with the provision of
a car benefit.

A car benefit (as defined in section 7.1) is subject to FBT where it is provided in respect of
employment and is not an exempt benefit.

Like all fringe benefits, you, as the employer, will be required to calculate and pay the FBT liability
in relation to the car fringe benefit. This Chapter helps you to work out the taxable value of a car
fringe benefit.

7.1 What is a car benefit?

Where you, or an associate of yours, make a car available to an employee (or their associate) for
private use, a car benefit may arise. A car benefit may also arise where you, or an associate of
yours, have organised someone else to make that car available. In some circumstances, the FBT
rules will also deem that a car is being made available to an employee.

A car fringe benefit will generally arise if a car which is held by the employer is:

. used for private purposes by the employee or their associate, or

) taken to be available for private use by an employee or their associate.
Note: The car needs to be provided in respect of the employment of the employee.

All subsequent references to an ‘employee’ in this Chapter are references to the employee and
their associates.

If a vehicle you (or your associate) provide does not satisfy the above requirements, you may
provide a residual benefit. This will most commonly arise where the vehicle that you have provided
is not a ‘car’ as defined in the FBT rules. Miscellaneous Taxation Ruling MT 2034 Fringe benefits
tax: private use of motor vehicles other than cars outlines when use of a vehicle other than a car
will give rise to FBT. Section 18.6 explains how to calculate the taxable value of a residual benefit.

The following table will help you to determine whether a car benefit is provided and how to
calculate the ‘taxable value’ of the car fringe benefit.

7.1.1 Working out if a car benefit is provided and the taxable value of the
car fringe benefit

Table 1: Working out if a car benefit is provided and the taxable value

Step Action Detail Decision
1 Is the vehicle a Section 7.2 outlines whatis | No: A car benefit is not provided
‘car'? a car for the purposes of but you may provide a residual
determining if you provide a | benefit. MT 2034 deals with
car benefit. vehicles that fall within the residual

benefit rules. Section 18.6 explains
how to calculate the taxable value
in respect of the vehicle.

Yes: Go to step 2.
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Step Action Detail Decision
2 Is the car held by You hold a car when you No: A car benefit is not provided.
you or your own it or lease it. Yes: Go to step 3.
associate? Alternatively, you or your
associate may enter into an
arrangement with another
party for them to provide the
car to your employee.
Section 7.3 outlines when a
car is held by you.
3 | Doyouprovidea |A carisused by your No: A car benefit is not provided.
car for your employee for private use | Yes: Go to step 4
employee to use for | even if they have done so in '
private use or iS accordance W|th the
private use? A car is available for private
And use if:
The caris provided | o it is garaged or parked, at
or made available or near your employee’s
to the ?mﬂﬁyge In residence, or
respect of their .
emgloyment?l o the car is not parkeq at
your business premises
and either
- your employee is
entitled to use the
car for private use,
or
- your employee has
the keys to the car
even when they are
not working.
See sections 7.3 and 7.4 to
determine if you provide or
make available a car for
your employee's private use.
4 Is the car an Section 7.4.4 outlines the No: Go to step 5.
emergency service | special rules that apply to Yes: If the car is not used for
car? emergency service cars. private use a car benefit is not
provided. If the car is used for
private use, go to step 5.
5 Is the car Section 7.6 outlines the No: A car benefit is not provided.
registered? requirements of certain Yes: Go to step 6.
exemptions from FBT.
6 Is the car a taxi, Section 7.5 outlines where Yes: Go to step 7.

panel van or utility
truck designed to
carry a load of less
than 1 tonne?

certain cars are exempt from
FBT provided employee's
private use of these vehicles
is limited.

No: Go to step 8.
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Step

Action

Detail

Decision

Or

Another road
vehicle that is not
designed principally
to carry passengers
and is designed to
carry a load of less
than 1 tonne?

7 Is the car used by Section 7.5 outlines where Yes: A car benefit is exempt from
the employee only | certain cars are exempt from | FBT if it is only used for home to
to travel from their | FBT provided employee's work travel, and any other private
place of residence | private use of these vehicles | use is minimal and ad hoc.
to their place of is limited. If the car is used privately and that
employment and private use is more than minimal
while on work? and ad hoc, go to step 8.

No: Go to step 8.

8 Are you a personal | Section 7.6 outlines special | Yes: You do not provide a car
service entity that rules that apply to personal benefit for the second and
provides more than | service entities. subsequent cars you provide. Go
one car? to step 9 to determine if you

provide a car benefit for one of the
cars you provide.
No: Go to step 9.

9 Is the car provided | If the car is not provided as | Yes: Go to step 10.
as partof a salary | part of a salary packaging | No: If the use is minor, you do not
package ) arrangement, the carmay | provide a car fringe benefit.
arrangement? be exempt from FBT if: If the use is not minor go to step

e the car is provided for 10.
private use minimally and
on an ad hoc basis, and

o the notional taxable value
of the benefit in the FBT
year is less than $300
(determined as if the
benefit was a residual
fringe benefit).

Section 20.8 outlines when

the minor benefits

exemption applies.

10 | Did you elect to use | See section 7.7 for the No: Use the statutory formula

the operating cost
method to value the
benefit which

needs to be made
prior to 21 May for
the FBT year that
you provided the
car?

requirements to be satisfied
to make the election and for
the records you are required
to keep for both methods.

method to value the benefit. See
section 7.8.

Yes: Use the operating cost
method to value the benefit. See
section 7.9.

Note that if the statutory formula
method results in a lower taxable
value, the statutory formula
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Step

Action Detail Decision

method will apply, even if you elect
to use the operating cost method.

7.2 What is a car?

A car is:
[ ]
[ ]

A car is not:

a road vehicle powered by a motor (petrol, diesel, hybrid or electric)
designed to carry a load of less than one tonne, and

designed to carry fewer than 9 passengers (for example, a people mover that is
designed to carry 9 or more passengers is not a ‘car’).

a motorcycle, electric bicycle, scooter or moped

a hearse

a semi-trailer

a station wagon, panel van or ute designed to carry more than one tonne

a motor vehicle which is not a road vehicle, such as a boat, train, tram, or aeroplane,
or

motor vehicles which cannot be registered for use on a public road because of their
design, such as

- motorised skateboards and kick-scooters, which are only permitted to be
used on separated pedestrian and bicycle paths

- golf carts or go-karts, which may only be used on roads in very limited
circumstances.

7.2.1 How do | work out if the vehicle is designed to carry a load of less
than one tonne?

Table 2: Working out if the vehicle is designed to carry a load of less than one tonne

Step 1

Work out the gross vehicle weight.
This is specified in the vehicle’s compliance plate.

It is the maximum the vehicle can weigh when fully loaded as specified by
the manufacturer with all of its fluids, oils, coolants, a full tank of fuel and
passengers.

Step 2

Work out the basic kerb weight.

Basic kerb weight is the weight of a vehicle without passengers and goods,
with all of its fluids, oils, coolants, a full tank of fuel and all standard
equipment.

Step 3

Subtract the basic kerb weight from the gross vehicle weight.

This gives you the designed load capacity and this is the carrying capacity
of the vehicle.

Gross vehicle weight — (basic kerb weight) = (designed load capacity)
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Designed load capacity takes into account accessories fitted by the manufacturer that are standard
equipment for the particular vehicle. The designed load capacity does not change by modifying a
vehicle with options or accessories after manufacture even if those parts are genuine accessories
supplied by the manufacturer.

A vehicle’s designed load capacity is distinct from its towing capacity. Where a vehicle is capable
of towing a load on a trailer, the load carrying capacity of the motor vehicle does not include the
towing capacity.

Example 1 - where a vehicle is a car
You provide an employee with use of a vehicle under a salary packaging arrangement.
Under the arrangement you propose to provide your employee with use of the following:
. Campervan XYZ, with a gross vehicle weight of 2,000 kg
. basic kerb weight of approximately 1,400 kg
. manufacturer designed to carry 4 passengers.

The Campervan XYZ has been modified to add various items such as a kitchen with a sink and
microwave oven,