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FBT and tax considerations for
end-of-year parties and gifts in
your business

As the end-of-year season approaches, it's a great
time to celebrate with your employees and show
appreciation for their hard work throughout the year.
However, it's essential to understand the potential tax
implications, particularly concerning fringe benefits
tax (FBT), when planning holiday entertainment or
gifts for employees.

Here are some key points to consider when planning
a festive work gathering:

e Location and attendees: If your party’s held on
business premises during a working day and is
only for current employees, you generally won't
have to pay FBT on food and drinks. If the event is
off-site or includes employees’ associates, you
might need to consider FBT, unless the cost per
person is under $300 and deemed a minor benefit.

e Entertainment and gifts: If you provide gifts
alongside the party, remember that gifts under
$300 per person can also qualify as minor benefits,
exempting them from FBT. If gifts exceed this
amount, FBT may apply.

e Including your clients: Costs related to clients
attending your event are not subject to FBT. This
means you can invite clients without worrying
about FBT implications for their expenses.

When it comes to calculating FBT on entertainment-
related benefits, you have a few options:

e Actual value method: This involves calculating
the actual cost of the entertainment provided to
employees and their associates. If non-employees
are involved, you need to apportion the costs
accordingly. For example, for a dinner where
employees and clients are present, only the
employee-related portion is considered for FBT.

50:50 split method: If you hire or lease
entertainment facilities (like a function room), this
method allows you to allocate 50% of the total
entertainment leasing expenses to FBT, regardless
of whether it's for employees, clients or others.
This can simplify calculations but might not
always be the most cost-effective approach.

Meal entertainment valuation: If the
entertainment involves meals without recreational
activities, you can use meal entertainment
valuation methods. Options include the 50:50 split
or the 12-week method, where you track meal
costs over a period and determine the taxable
portion related to employees. Both of these are
based on your expenditure on all meal
entertainment for all people during the FBT year.

Important considerations

e Recordkeeping: Maintain accurate records of
all entertainment expenses, including costs (total
and per-person), recipients and the calculation
methods you've used. This documentation
supports your FBT calculations and ensures
compliance.

o Tax deductions and GST credits: Generally, if
your event's exempt from FBT, you can't claim
income tax deductions or GST credits for the
associated costs.

e Gifts to clients: Gifts to clients aren't typically
subject to FBT. However, you may be able to
claim a tax deduction for them, as long as they
aren't classified as entertainment.

Payday superannuation is law: make
sure you're ready

The “payday super” legislation, now passed by
Parliament, significantly changes how superannuation
will be paid. From 1 July 2026, employers must pay
their employees’ super contributions within seven
business days of payday, replacing the quarterly
system.



Employers

Up to 30 June 2026, the existing super guaranteed
framework with quarterly due dates continues to
apply. But from the first payday on or after 1 July
2026, each pay run carries a super obligation that
must be met. Contributions will be considered “on
time only” if the fund receives them within seven
business days of the wage payment (an extended
timeframe of 20 business days applies for some
specific situations). Waiting until the end of the month
or end of the quarter to “catch up” will no longer be
within the law.

When errors occur, whether because of a missed pay
cycle, incorrect fund details or a processing failure,
the updated super guaranteed charge rules will
generally apply more quickly.

Small businesses using the Small Business
Superannuation Clearing House will also need to
choose and implement an alternative arrangement
before that service closes altogether on 1 July 2026.

Otherwise, the super guaranteed rate (12%) and
many basic coverage rules aren't changing. The real
shift is timing and ATO enforcement.

As an employer, if you haven't started reviewing your
technology and processes in anticipation, now’s the
time to start. Software providers, payment
intermediaries and super funds will all face
challenges.

A useful question is, “If you had to pay super every
pay cycle tomorrow, could your current processes
cope?” If the answer is no (or not without manual
workarounds), there’s work to do. That may include
confirming your payroll software calculates super
correctly on each pay and whether it can generate
SuperStream-compliant payment files or connect
directly to a clearing house and deciding when in the
pay cycle super payments will be initiated.

Cash flow is another aspect to consider. Under
payday super, many businesses will move from
paying four large super instalments per year to paying
many smaller instalments. Businesses with tight or
seasonal cash flow may need to revisit their planning.

Employees

From 1 July 2026, employees should start seeing
super contributions credited to their accounts after
each pay rather than quarterly. Payslips will continue
to show super guarantee amounts, and it will be
easier for employees to compare payslip amounts
with what appears in their super fund or myGov.

Employees will still need to keep their super fund
details up to date with their employers, particularly
when starting a new role, and periodically check their
super statements. Beyond that, it will be up to
employers to comply with payday super.

Super on government-funded
paid parental leave: year-end
planning

The Australian Government will begin paying
superannuation contributions from 1 July 2026 for
people who receive government-funded paid parental
leave from 1 July 2025. This aims to improve
retirement outcomes for parents, particularly women,
who often experience reduced superannuation growth
when they take time out of the workforce for
parenting.

Paid parental leave super applies for parents of
children born or adopted on or after 1 July 2025. The
government contributes superannuation to the
employee’s nominated fund at the superannuation
guarantee rate of 12% (plus an interest component).

These super contributions aren't paid at the same
time as the paid parental leave income. The ATO will
pay them after the end of the financial year when the
parent received paid parental leave income. The first
contributions are expected from July 2026, covering
paid parental leave received during 2025-2026.

The contributions are taxed within the fund at 15%
and count towards the individual's concessional
contributions cap, in the same way as employer
superannuation guarantee contributions.

Employers aren’t required to fund or process these
super contributions, but they may still affect financial
and workforce planning.

OFFICE CLOSURE:

Our office will be closed from 12:30pm Tuesday
23 December and will re-open for business on
Monday 12 January 2026.

We take this opportunity to thank you for your
support during the year and we wish you and
your families a MERRY CHRISTMAS and a
HAPPY NEW YEAR!

Important: This is not advice. Clients should not act solely on the basis of the material contained in this bulletin. Items herein are general comments only and do not constitute or

convey advice per se. Also changes in legislation may occur quickly. We therefore recommend that our formal advice be sought before acting in any of the areas. This bulletin is
issued as a helpful guide to clients and for their private information. Therefore it should be regarded as confidential and not be made available to any person without prior approval.




