
TOPIC 6A – 

FRINGE 

BENEFITS TAX 

(FBT) 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



TOPIC 6A – FRINGE BENEFITS TAX (FBT) 
_________________________________________________________

_______ 
 

INTRODUCTION TO FBT 

 
- A fringe benefit is a benefit, other than a salary or wage, derived from employment 

i.e. car, low interest loans, telephone expenses, family holidays etc.  

- Fringe benefits tax – applies to non-cash remuneration paid by an employer and 

received by or benefiting an employee or associate of an employee after 30 June 

1986.  

o FBT is imposed on the non-business value of fringe benefits provided to 

employees, less any contribution by the employee.  

o Exemptions: diplomats or consulates (s56), certain international organizations 

(s55) and religious institutions (s57).  

 

- ONLY APPLY TO BENEFITS GIVEN AFTER 30 JUNE 1986 

- The tax is imposed by a separate Act, the Fringe Benefits Tax Assessment Act 

1986 (Cth).  

o Reason: The limitations imposed by s 55 of the Constitution → it was believed 

that because tax was being imposed on the employer, the legislation dealt 

with a separate subject of tax.  

 

- There is also a separate rating Act: the Fringe Benefits Tax Act 1986 (Cth). 

- s 66 provides that tax is imposed in respect of the "fringe benefits taxable amount".  

- This amount is the sum of the taxable values of all fringe benefits provided during the 

year, grossed up by the fringe benefits tax payable thereon; Fringe Benefits Tax 

Assessment Act 1986 (Cth), s 136AA. 

 

 

- FBT year is from 1 April to 31 March. 

- Payable quarterly. 

- Tax rate is 47% on the fringe benefits taxable amount. 

- Where the employer’s FBT liability in the previous year was less than $3000, the 

employer only pays FBT on an annual basis. 

- Employers self-assess their liability for FBT by calculating the taxable value of each 

benefit provided to employees each year in accordance with valuation rules in the 

FBT Act. 

 

 

DIFFERENCES TO THE ITAA 
 

- Fringe Benefits Tax Assessment Act 1986 (Cth) [‘FBTAA’] has a number of key 

design features which distinguish it from the ITAA. They are: 



- Tax is imposed on the employer – that is, the provider (in most cases) of the benefit, 

rather than the recipient (recipient) of the benefit; 

 

- The FBTTA contains a number of different, but objective, valuation rules 

▪ Contrasts with the Income Tax Assessment Act 1936 (Cth), s 26(e) 

which is concerned with value to the taxpayer; 

 

- The rate of tax is the top marginal rate plus the Medicare levy –  

▪ Unlike other remuneration the rate applied is not progressive; 

 

- The tax year is 1 April to 31 March; 

- Since 1 April 1994, the method of calculating tax payable has changed. The method 

used is called the "gross-up" method.  

▪ Aim of this method is to remove the advantage associated with 

providing fringe benefits compared with a cash alternative – that is, 

the taxation of fringe benefits should match as closely as possible the 

taxation of cash remuneration; and 

- Taxpayers who are exempt from income tax are generally not exempt from fringe 

benefits tax, including state and federal government departments. 

 

- The FBTAA also contains an anti-avoidance provision similar to the ITAA: where an 

arrangement is entered into for the sole or dominant purpose of reducing liability for 

fringe benefits tax, the Commissioner of Taxation can effectively cancel any tax 

benefit from the arrangement – s 67 FBTAA 

- Does not, however, spell out relevant factors to be taken into account in determining 

whether or not a person had a tax avoidance purpose, unlike the Income Tax 

Assessment Act 1936 (Cth), s 177D. 

 

 

GENERAL SCHEME OF THE FRINGE BENEFITS TAX ACT 

 
- Employers are liable to pay tax on the total ‘grossed-up’ taxable value of fringe 

benefits provided to employees/ associates 

o INDIVIDUAL EMPLOYEES, RATHER THAN GROUPS OF EMPLOYEES 

 

- Fringe benefit → defined by section 136(1) FBTAA to mean a benefit provided to 

the employee or to an associate of the employee by the employer, an associate of 

the employer or a person (referred to as the "arranger"), in respect of the 

employment of the employee; s 136(1).  

o The definition excludes certain payments and benefits, such as: 

▪ Payments of salary or wages – s 136(1)(f) 

▪ Payments or benefits which come within a specific provision in the 

Income Tax Assessment Act 1936 (Cth) – ss 136(1)(h), (k), (n) or (p) 

▪ Payments which are not regarded as of an income nature – 

ss 136(1)(j) or (m)  

 

- Fringe benefit is defined in s136(1) FBA as: 



o A benefit; 

o Provided during the tax year; 

o By a (current, future or former) employer,  an associate of the employer, an 

arranger under an arrangement between the employer or associate and the 

arranger or some other third party or  

▪ where there is no arrangement with the third party, but the employer 

or its associate knowingly participates, facilitates or promotes 

provision or receipt of the benefit; 

o To a (current, future or former) employee (as defined in s221A) or associate 

of the employee; 

o In respect of the employee’s employment. 

 

 

Benefit: 

- Any right (including a right in relation to, and an interest in, real or personal property), 

privilege, service or facility: s136(1). 

o This definition is clearly very broad that will capture most benefits, including 

non-monetary benefits 

- Certain benefits, such as salary or wages, payments to a superannuation fund and 

certain ETPs, are expressly excluded from the notion of FBT: s136(1) 

o Clearly applies whether the benefit is a non-cash benefit or money.  

- Thirteen specific categories of fringe benefits, including a “resideual benefit” category 

which is a “catch-all” category. 

 

Provide: 

- In relation to a benefit: Allow, confer, give, grant or perform: s136(1) 

- In relation to property: disposal of a beneficial interest in or legal ownership of the 

property 

- “Provided” also includes where provision of the benefit is prohibited but the prohitbition 

is not consistently enforced: s 148(3): 

- Includes: turning a blind eye to employee’s private use of an employer-provided motor 

vehicle: CAMERON BRAE. 

 

Employer, associate or a third party arranger 

A benefit needs to be provided by either: 

1. Associate of employer (e.g. related party) 

2. Employer 

3. Third party arranger (under an arrangement with the employer)  

 

- An employer under s 136(1) includes: 

a. Future employer 

b. Current employer 

c. Former employer 

- An associate under s 136(1) and in turn s 318 ITAA36 which broadly includes 

related parties 



- A third party may provide the benefit under an arrangement with the employer, 

but the employer must “participate in or facilitate the provision or receipt of 

benefit” 

- Employee is someone who receives salary and wages and includes: 

a. Future employee 

b. Current employee 

c. Former employee 

- An associate 

a. Takes on the meaning in s 318 ITAA36 and 

b. Is deemed to be an “associate” of the employee where the benefit is 

provided to the person due to an arrangement between the employer 

and employee: s 148(2) 

 

 

Nexus with employment 

- “In respect of” – “for or in relation directly or indirectly” to employment: s136(1) 

o Echoes s15-2 ITAA (can use s15-2 case law in respect of FBT) 

o Means a causal link 

 

- There must be a nexus, some discernible and rational link between the benefit and 

employment: J & G KNOWLES. 

o The causal connection between the two must be “sufficient” or “material”. 

- Loan to company directors and shareholders not “in respect of employment”: Starrim 

Pty Ltd v FCT (2000). 

- Repayments of loans not fringe benefits: Slade Bloodstock Pty Ltd v FCT (2007). 

- A benefit may meet this requirement even though the employer provided a benefit: 

s148(1) 

• in respect of some matter or thing other than employment; 

• in respect of current, past or future employment; 

• that is surplus to the employee’s needs or wants; 

• also to another person; 

• is offset by an inconvenience or disadvantage; 

• that may be provided for or used in connection with the 

employment; 

• that is not in the nature of income; or 

• that is not a reward for services rendered by the employee. 

 

 

BENEFITS WHICH MAY ATTRACT FBT 

 
COMMON CATEGORIES LESS COMMON 

- Car fringe benefits 

- Debt waiver fringe benefits 

- Loan fringe benefits 

- Expense payment fringe benefits 

- Meal entertainment fringe benefits 

- Housing fringe benefits 

- Living away from home allowance 

fringe benefits 

- Airline transport fringe benefits 

- Board fringe benefits 



- Property fringe benefits 

- Residual fringe benefits 

- Tax-exempt body entertainment 

fringe benefits 

- Car parking fringe benefits 

 

CARS – ss 7-13 
 

- A fringe benefit arises where a car is applied to or available for the private use of an 

employee or an associate of the employee: s 7(1) 

- Car defined: a motor vehicle, including a four wheel drive vehicle, being a motor car, 

station wagon, panel van, utility truck or similar vehicle and any other road vehicle, 

designed to carry a load of less than one tonne or fewer than nine passengers, but 

does not include a motor cycle or similar vehicle – s 136(1)  

- Private use means any use which is not exclusively in the course of producing 

assessable income of the employee – s 136(1)  

o Actual use is irrelevant: There will be a deemed private use where a car is 

kept or garaged at or near the place of residence of the employee or 

associate and used privately 

o Fringe benefit may arise where: 

▪ Employee (or associate) has custody and control of a car that is not 

used for work purposes: s 7(3) 

▪ Employer prohibits private use of car and the prohibition is not strictly 

enforced: TD 94/16 

 

Exempt car fringe benefits include: 

- Cartain cars (e.g. taxi) provided for work purposes only and private use is minor, 

infrequent and irregular: s 8(2) 

- Unregistered cars: s 8(3) 

- Any fringe benefits that arise in relation to the provision of a car fringe benefit are 

treated as exempt benefits: s 53. 

 

Taxable value 

1. Statutory formula method: s 9 

2. Cost basis: s 10 

- Statutory formula method applies automatically unless the employer elects to 

use the cost basis: s 10(1) 

- An employer can choose either method for each car that gives rise to a fringe 

benefit 

- Cost basis requires log book records and odometer records to be maintained: 

s 10A and 10B 

 

Statutory formula method (s 9) 

- Taxable value for FBT years starting 1 April 2011: 



 
- Base value of the car is broadly (s 9(2)) 

a. Cost (if purchased) 

b. Leased car value (if leased) 

c. Amount is reduced by 1/3rd if the relevant FBT year commences at least 

four years after the car is first held 

 

 

Cost basis (s 10) 

- Taxable value is determined as follows: 

 
C = Operating cost of the car during the period 

- Any costs relating to the car that was incurred, e.g. repairs. If the car is owned, 

“C” includes deemed depreciate and deemed interest: s 11 

 

BP = Business Use Percentage 

R = Amount of the recipients payment 

 

DEBT WAIVER – ss 14-15 
 

- A debt waiver benefit arises where: One person (“the recipient") is under an 

obligation to pay or repay an amount to another ("the provider"), and the provider 

waives the obligation of the recipient to pay or repay that amount – s 14 

- The debt must be waived due to the employment relationship and not for some other 

reason e.g. irrecoverable debt 

- Taxable amount: amount of the debt which was waived, plus any unpaid interest – s 

15 

LOANS – ss 16-19 
 

- A loan fringe benefit arises where an employer makes a loan to an employee (or an 

associate) in a form rather than goods – ss 16(1) and 136(1)  

a. Benefit is essentially the interest “saved” by the employee from a loan with a 

low interest rate 



- There are three situations where the making of a loan is treated as an exempt 

benefit:  

• Where the person making the loan is a loan provider (for example, a bank) 

and the rate of interest is equivalent to an arm's length loan to a member of 

the public in the ordinary course of business – ss 17(1), (2) 

• Where the loan consists of an advance by an employer to a current 

employee solely for the purpose of meeting employment-related expenses 

within six months of making the advance – s 17(3) 

• Where the sole purpose of the loan is to enable the employee to pay a rental 

bond, security deposit in respect of electricity, gas or telephone or similar 

amount in connection with temporary accommodation paid for by the 

employer and the loan is to be repaid within 12 months – s 17(4) 

 

Taxable value s 18: 

 

 
- Statutory interest rate: 5.25% for year commencing 1 April 2017 (TD 2017/3) 

 

 

EXPENSE PAYMENTS  – ss 20-24 
 

- An expense payment fringe benefit arises where an employer pays or reimburses 

expenses paid to a TP which were incurred by an employee - s 20   

o E.G. telephone bill 

- An expense payment fringe benefit may be an "in-house" benefit or an "external" 

benefit.  

 

- Exempt expenses include:  

- “no private use declaration” s 20A 

- payments provided in respect of accommodation for "eligible family members", solely 

because the employee is required to live away from his or her usual place of 

residence in order to perform work duties – s 21  

- those which relate to an employee's car expenses where the car is owned or leased 

by the employee and the benefit is based on the distance travelled – s 22 

▪ Any payments in relation to a company car are exempt – s 53 

▪ The payments are, however, assessable income of the employee 

 

- Taxable value: depends on whether the benefit provided is an "in-house" or 

"external" benefit.  

o "In-house" benefit: where the expense incurred by the employee relates 

to the acquisition of goods, services or other benefits which are sold by 

the employer or an associate in the ordinary course of business.  



▪ Taxable value: as if it were a property or residual fringe benefit: s 

22A 

o External benefit: all other cases – s 136(1). E.G paying a phone bill 

issued by a third party 

▪ External benefit which is a discharge of an employee's liability, the 

taxable value is the amount of the payment reduced by the 

amount of the recipient's contribution – s 23 

▪ External benefit which is a reimbursement, the taxable value is 

simply the amount of the reimbursement – s 23 

 

 

HOUSING – ss25-29A 
 

- A housing fringe benefit arises where an employer grants an employee (or an 

associate) a "housing right" – s 25 

o A right to occupy or use (for more than one day) a "unit of accommodation" so 

long as it is the employee's usual place of residence – s 136(1)  

 

- An exemption is provided for live-in residential care workers – s 58 

- From 1 April 1997, a housing benefit provided by an employer engaged in primary 

production to an employee in respect of employment is deemed an exempt benefit if 

the benefit would otherwise have qualified as a remote area housing benefit – 

s 58ZA 

- Taxable amount: 

o Where no similar housing provided to the public → market value less amount 

paid by employee – s 26 

o Where similar housing is provided to the public → 75% value public would 

pay, less employee contribution 

o Where an actual house (as opposed to unit etc.) → statutory formula – s 

26(1)(c) 

o Where outside Australia → market value less employee contribution – ss 26 

and 27 

 

 

LIVING-AWAY-FROM-HOME-ALLOWANCE– ss 30-31 
 

- A living-away-from-home allowance fringe benefit arises where an employer pays an 

allowance to an employee as compensation to the employee for additional non-

deductible expenses incurred by the employee for the work-related requirement that 

they live out of home – s 30.  

- Taxable amount: amount of allowance, less any exempt accommodation and food 

components 

 

AIRLINE TRANSPORT – ss 32-34 
 

- An airline transport fringe benefit arise under s 32 where: 



- An employer or an associate of an employer is an airline operator or a travel agent; s 

32(b).   

- The employer or associate of the employer provides, in respect of employment, 

transport to an employee or the employee’s associate in a passenger aircraft of the 

provider; and  

- The transport is provided subject to the stand-by restrictions that customarily apply to 

the provision of airline transport to employees in the airline industry.  

 

 

BOARD – ss 35-37 

 

- Where a person provides a board meal to another person, the provision of the meal 

must be taken to constitute a board fringe benefit provided at that time - s 35 

a. Where an employee is entitled under an industrial award or employment 

arrangement to accommodation and to at least two meals a day. 

- Except for employees of restaurants, hotels, motels, etc, the meal must not be 

provided in a public dining facility. 

 

MEAL ENTERTAINMENT EXPENSES   
 

- A meal entertainment fringe benefit arises where an employer provides its 

employees with: 

1. Entertainment by way of food or drink (this will be a question of fact: TR 97/17) 

2. Accommodation or travel in connection with entertainment by way of food or 

drink  

3. A reimbursement of expenses incurred by an employee in relation to the above 

 

CAR PARKING BENEFIT  – ss 39A-39GH 
 

- A car parking fringe benefit arises under s 39A(1) where:  

1. During daylight hours (7am to 7pm) on a particular day, car parking is 

provided for more than a total of four hours on business premises in the 

vicinity of the primary place of employment;  

2. A commercial parking station is located within a one kilometre radius of the 

premises and its lowest fee for all day parking exceeds a prescribed 

threshold;  

3. The provision of the car parking is in respect of employment; and  

4. The car is used for travel from home to work; s 39A(1)(g). 

 

PROPERTY – ss 40-44 
 

- A property fringe benefit arises where property is provided to an employee or 

associate of the employee by an employer, an associate of the employer or by a 

third party arranger – s 40 

a. Both tangible and intangible property are provided for – s 136(1)  

- Exempt benefits 



 

- The terms "tangible property" and "intangible property" are also defined. 

a. Intangible property but does not include rights arising under an insurance 

contract, or a lease or licence of real or tangible property  

 

- A taxable property fringe benefit arises: 

a. whether the property is provided free of charge; or  

b. where consideration is paid to obtain the property which is less than the value 

of the property. 

i. The valuation rules take into account any contribution made by the 

recipient – ss 42, 43 FBTAA 

 

- A property benefit is an exempt benefit if it is provided to a current employee and is 

consumed on the business premises of the employer (or related company) on a 

working day – s 41  

- In addition, the first $500 per annum of the aggregate taxable value of free or 

discounted in-house goods provided to an employee is effectively exempt from 

fringe benefits tax – s 62 

 

 

INTERNAL AND EXTERNAL BENEFITS  

- The taxable value of a property fringe benefit depends on whether the benefit is "in-

house" or "external".  

 

- In house benefit 

a. An "in-house property benefit" is where tangible goods are provided by an 

employer or associate who sold similar goods to outsiders in the ordinary 

course of their business  

 

- The taxable value depends on the circumstances: 

a. Where identical goods are produced by the employer and sold to a 

manufacturer, wholesaler or retailer, the taxable value is the lowest arm's 

length selling price, increased by any applicable sales tax – s 42(1)(a)(i) 

b. Where such goods are sold to the public, the taxable value is 75% of the 

lowest price at which the goods were sold to a member of the public – 

s 42(1)(a)(ii) 

 

- In each case, the taxable value is reduced by the amount paid by the employee 

– s 42(1) 

- An external property benefit arises where the employer or associate does not 

provide identical or similar goods in the ordinary course of its business, or where the 

goods are provided by a third person, and, that external benefits cover both tangible 

and intangible benefits.  

- The taxable value of these benefits depends on the circumstances:  

1. Where the property was purchased under an arm's length transaction, the taxable 

value is the cost price of the goods – s 43(a)  



2. Where property is provided by a third party under an arrangement where the 

employer or an associate incurred expenditure under an arm's length transaction, the 

taxable value is the amount of the expenditure – s 43(b) 

3. In all other cases, the taxable value is the amount which the employee could 

reasonably be expected to have paid for the property in an arm's length transaction – 

s 43(c) 

- In the case of both in-house and external property fringe benefits, the taxable value 

is reduced in accordance with the "otherwise deductible" rule – s 44 

 

 

RESIDUAL FRINGE BENEFITS 
- Catch all category to capture any benefits that do not fall into any of the other 

categories of fringe benefits: s 45.  

- Specific exemptions detailed in s 47, eg, bathroom facilities. 

- Taxable value depends on: 

a. In house s 48 

i. Taxable value is broadly, 75% of the lowest price at which an identical 

benefit is sold to the public; or 75% of the amount to reasonably acquire 

the property. 

b. External ss 50 and 51 

i. Taxable value is the cost to the employer, or expenditure incurred by 

the employer in providing the benefit.  

 

 

 

 

BENEFITS EXCLUDED FROM THE FRINGE BENEFITS TAX 
 

 

The definition of ‘fringe benefit’ in s136(1) specifically excludes from FBT: 

1. A benefit provided in the form of salary or wages, including cash allowances 

2. Superannuation contributions 

3. Payments from superannuation funds 

4. Benefits under an employee share scheme 

5. Payments on termination of employment 

(a) THE ABOVE ARE DEALT WITH UNDER INCOME TAX REGIME 

 

ALLOWANCE VS REIMBURSEMENT 

- Common issue is whether a payment to an employee constitutes an allowance of 

reimbursement 

 

Allowance Reimbursement 

- Constitutes “Salary and wages” and 

hence excluded from being a fringe 

benefit 

- Does not constitute “salary and 

wages” 

- “reimburse” defined as “any act 

having the effect or result, direct or 



- Assessed in the employee’s hand 

under the income tax system 

- Generally, an allowance is a 

predetermined amount to cover an 

estimated expense 

indirect, or a reimbursement” s 

136(1) 

- Generally, a reimbursement is a 

payment made in respect actual 

expenditure: Roads and Traffic 

Authority of NSW v FCT (1993) 

 

 

EXEMPT FRINGE BENEFITS 

COMMON EXEMPTIONS OTHER EXEMPTIONS 

- Minor benefits 

- Work-related items 

- Membership fees and subscriptions 

- Single-trip taxi travel 

-  

- Reimbursements for costs of 

travelling to an interview or selection 

tests for certain future and current 

employees 

- Various job relocation expenses 

- Certain medical benefits 

- Costs of providing newspapers and 

periodicals for business purposes 

-  

 

MINOR BENEFITS 

- Broadly, a benefit will be a minor benefit where (s 136(1) 

o Notional taxable value < $300 

- $300 limit applies to each benefit and is not cumulative. 

o Frequency and regularity of the minor benefit (and similar or connected 

benefits) taken into consideration. 

o Must be concluded that it would be unreasonable to treat the minor benefit as 

a fringe benefit: s 58P(f). 

- Exemption does not apply to: 

o In-house benefits subject to a $1,000 reduction in TV. 

o Meal entertainment benefits under the 50:50 method. 

 

WORK-RELATED ITEMS 

- Certain work-related items are exempt fringe benefits when used primarily in the 

employee’s employment, subject to a limit of one item of each type per employee 

each year (s 58X): 

o A portable electronic device 

o An item of computer software 

o An item of protective clothing 

o A briefcase 

o A tool of trade 

- Limit of one portable electronic device does not apply if the employer is a “small 

business entity” (being an entity with an aggregated turnover < $10m). 

 

 

MEMBERSHIP FEES, SUBSCRIPTIONS & TAXI TRAVEL 



- The following benefits are exempt benefits whether paid for directly by the employer 

or by way of reimbursement (s 58Y) 

o Subscription to a trade or professional journal 

o Entitlement to use a corporate credit card 

o Entitlement to use an airport lounge membership 

- Single-trip taxi travel 

o The provision of a single-trip taxi journeys beginning or ending at the 

employee’s place of work is an exempt benefit (s 58Z) 

 

 

 

REDUCTIONS IN TAXABLE VALUE 

 
- It is necessary to determine whether the taxable value of a fringe benefit can be 

reduced because: 

o It is an in-house fringe benefit 

o There is a recipient’s contribution 

o The otherwise deductible rule applies 

 

IN HOUSE FRINGE BENEFIT 

- The taxable value of all in-house fringe benefits (namely, expense, property or 

residual) for each particular employee is reduced by $1,000: 

o Where the taxable value of in-house fringe benefits is  

< $1,000, the taxable value is reduced to nil. 

o Reduction relates to the particular employee and cannot be done on an 

aggregate basis. 

 

RECIPIENT’S CONTRIBUTION 

- The “taxable value” of certain fringe benefits (eg, expense payment) is reduced by the 

amount the recipient’s contributes. 

- Does not apply to car, debt waiver and loan fringe benefits. 

- For example: 

o An employer provides an external expense payment fringe benefit of $1,000. 

o If the employee contributes 50% to the fringe benefit, the taxable value will be 

reduced to $500. The taxable value is: 

 

OTHERWISE DEDUCTIBLE RULE 

- The taxable value of certain fringe benefits can be reduced by the “otherwise 

deductible rule”: 

- Otherwise deductible rule: 

o Taxable value is reduced to the extent the amount would have been 

deductible to the employee, had the employee incurred the expense directly. 

- Note: 

o Only applies in relation to the employee (not associates) 

o Expense must give rise to a one-time-only deduction (eg, capital allowance 

deduction would not qualify) 



o Where a benefit is provided to an employee and their associate jointly, it is 

applied on a proportionate basis. 

 

TYPE OF FRINGE BENEFIT 

- It is necessary to determine whether the fringe benefit is classified as Type 1 or Type 

2 

o TYPE 1: WHERE THE EMPLOYER IS ENTITLED TO GST INPUT TAX 

CREDITS 

o TYPE 2: ANY FRINGE BENEFIT WHICH IS NOT A TYPE 1 FRINGE 

BENEFIT 

- Taxable value of a fringe benefit is “grossed up” by the Type 1 or Type 2 classification. 

- The key purpose of “grossing up” is to add the FBT payable and GST saved on the 

fringe benefit back into the tax base. 

 

FRINGE BENEFITS TAXABLE AMOUNT S 5B 

 

Type 1 fringe benefits taxable amount 

- Based on the FBT rate of 47% (for year ending 31 March 2018) and GST rate of 10% 

o Total taxable value of all Type 1 fringe benefits x 2.0802 

 

Type 2 fringe benefits taxable amount 

- Based on the FBT rate of 47% 

o Total taxable value of all Type 2 fringe benefits x 1.8868 

 

FRINGE BENEFITS TAX LIABILITY 
- Based on ss 5B(1A) and 66, the employer’s fringe benefit tax liability is: 

 
 

- The FBT rate is 47%, comprising of the highest marginal tax rate of 45% plus the 

Medicare levy of 2% 

 

 

INTERACTION WITH OTHER TAXES 

 

INCOME TAX 

Employer 

- Costs of providing the fringe benefit are generally deductible as an ordinary business 

expense: s 8-1 ITAA97;  

- Costs of FBT liability is also generally deductible: s 8-1 ITAA97. 

- Certain expenses are not deductible under income tax, however it becomes deductible 

if incurred in the provision of a fringe benefit. 



- Deduction might be available if the taxable value of the benefit is reduced (eg, 

otherwise deductible rule). 

- Examples: meal entertainment (ss 32-5 and 32-30 ITAA97), higher education 

contribution payments (s 26-20(2) ITAA97). 

 

Employee 

- Fringe benefits constitute non-assessable non-exempt income of the employee: s 23L 

ITAA36. 

- Payment Summary reporting is required when the taxable value of fringe benefits 

provided exceeds $2,000 (exceptions apply). 

-  

 

GST 

Employer – acquisitions of fringe benefits for employees may constitute a creditable 

acquisition for GST purposes 

 

 


