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With the festive season 
fast approaching 
and staff Christmas parties being 
organised. It’s a great time to think 
about the FBT consequences of 
providing entertainment to 
employees. 

FBT is a tax levied on 
employers
for certain benefits provided to 
employees (and/or associates of 
employees – example a spouse) in 
respect of their employment. In 
general, a social function provided for 
employees outside of the office 
premises of which there is a provision 
of Food and Beverage, Leisure 
Activities, Gifts and Rewards are 
generally subject to FBT. Our FBT 
Smart list details the steps to take 
when providing benefits to 
employees.

Tip 1
Determine if any exemption applies.

The common exemptions that may apply to a Christmas party are the minor

benefits exemption and whether the food or drink is consumed on the

employer’s premises.

Tip 2
If no exemptions apply, what can you do to reduce the amount
of FBT payable.

The options include asking employees to contribute to entertainment so long

as the value of the fringe benefit provided reduces by the amount that an

employee contributes. The other option is to provide a cash bonus to the

employee to spend on the Christmas party. As cash is not fringe benefit the

employer will not pay FBT on the bonus, it is the employee who pays the tax on

the bonus at their marginal rate through their PAYG Withholding system.
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Tip 3
Understand the tax implications of Fringe Benefit Expenses.

As a general rule if the FBT is payable on the benefits provided for the expense it will be tax deductible and the GST credits are

allowed to be claim. We do note if applying the 50/50 method to value your entertainment benefits only 50% of the expenses

will be tax deductible and only 50% of the GST credit will be able to be claimed. If no FBT applies to Christmas party expenses

due to one of the above exemptions being applied the expense will not be tax deductible and no GST credits will be allowed to be

claimed.

Tip 4
Substantiation and record keeping requirements. 

In order to correctly calculate FBT on entertainment provided, the employer must retain proper records and ensure these

expenses are properly categorised when processing the financial accounts.
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Azure Group is an international Accounting and Business Advisory

firm with a team of industry leading trusted professionals to help

our clients achieve financial and business success. We uphold a

reputation for being a proactive, hands-on firm that delivers

smart, innovative and revolutionary services to the demanding

needs of today’s business. We attract, retain and develop people

who show the same ethos and passion.

Outside of our offices in Australia and China, we understand the

importance of having trusted advisors on the ground for our clients

with an international reach. Our significant international technical

expertise and presence in both Australia and Asia allows us to add

value to the growing demands of international clients. Being a

founding member of International Alliance XLNC has allowed us

to offer our clients reliable and convenient access to quality

services through 82 member firms located in 41 countries

around the globe.

About Azure Group

“We believe in delivering remarkable

outcomes for our clients by taking the

time to UNDERSTAND where they have

been, where they are now and where

they want to be.”

FBT & THE STAFF CHRISTMAS PARTY



P +612 9238 1188
F +612 9238 1199
E ourteam@azuregroup.com.au

Australia
Level 10, 171 Clarence St
Sydney  2000  NSW
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P l a n  f o r  t o m o r r o w  b y  U N D E R S T A N D I N G  t o d a y .
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China
Suite 905, 108 YuYuan Road
Jing’an District, Shanghai 200040

P +86 6231 6025
E sliu@azuregroup.com.cn
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Want more smart tips?
VISIT

www.azuregroup.com.au

Azure Group are engaged regularly to provide advice and support  around 

human capital matters for our clients. 

For all your human capital needs speak to our team who are only too happy 

to provide updated information and tips.
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