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Christmas is traditionally a time of giving – including employers showing 

gratitude towards staff and clients/suppliers for their loyalty throughout the 

year. With the right approach, it’s possible to enjoy some tax benefits out of 

your generosity, and also avoid Fringe Benefits Tax (FBT). But as always 

with tax, the landscape is layered with complexity. The following is a 

general summary of the tax treatment of Christmas giving. 

 

Gifts to Employees and their Associates (Spouses) 
The following flowchart provides an overview of the rules when gifting to 

employees/associates.  

 

Gifts to Clients/Suppliers/Customers  
Before examining the technicalities in this area, the following flowchart 

provides an overview of the rules. 
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As per the second flowchart, when gifting to clients/suppliers/customers no FBT is payable irrespective of the 

type of gift and irrespective of cost. However, where a gift constitutes entertainment, no GST or tax deduction 

can be claimed. Thus, at least from a tax standpoint, it’s better to provide non-entertainment gifts to clients/

suppliers/customers (Christmas hampers, bottles of alcohol, gift vouchers, pen sets) and, in doing so, enjoy a tax 

deduction and GST credits. 

 

Christmas Parties 
 

Instead of gifts, it’s quite common for employers to host a Christmas Party for their staff (often including spouses) at 

a restaurant. Where this is the case, the total cost will generally be exempt from FBT provided the per-head cost 

(dinner and drinks) is kept to under $300 per person. This is known as the Minor Benefits Exemption. To enjoy this 

exemption the employer must use the Actual Method for valuing FBT meal entertainment. The Actual Method is the 

default method for valuing meal entertainment, and no formal ATO election is required to use this method. 

 

Under the Actual Method, an employer pays FBT (in the absence of an exemption) on all taxable meal entertainment 

provided to employees and their associates such as spouses (entertainment provided to other parties such as clients, 

contractors, or suppliers is exempt from FBT). The downside of using the Minor Benefit Exemption is that the meal 

entertainment is not tax deductible, and nor can you claim a GST credit.  

 

This Minor Benefit Exemption is not available if you elect to value your meal entertainment under the alternative 

50/50 Method. Under this method, you pay FBT on only 50% of all taxable meal entertainment provided to 

employees, spouses AND third-parties such as clients/contractors/customers etc. irrespective of the cost. Likewise, 

you can only claim a 50% income tax deduction and 50% GST credits on such meal entertainment. However with 

the FBT rate now at 49%, the 50% tax deduction and 50% GST credits available under the 50/50 Method is unlikely 

to provide a better after-tax result than the Actual Method where no FBT is payable. 

 
The “take-home message” is that if like many employers the only social functions you host for employees during the 

year are a Christmas Party (and perhaps the Melbourne Cup), be conscious of keeping the per-head cost under $300. 

By doing so, you may be able to exempt the entire cost of the party from FBT.  

 

Your Hip Pocket - Superannuation 

Changes 
 
On 23 November, the Government passed into law far-reaching superannuation changes that it announced earlier 

this year. For more detail on these changes and to assess how they may impact you going forward, the Government 

has provided the following summary of each measure which you may wish to work through with your financial 

advisor or Accountant: 

 
 Introducing a $1.6 million superannuation transfer balance cap 

 Reforming the taxation of concessional superannuation contributions 

 Lowering the annual non–concessional contributions cap 

 Introducing the Low Income Superannuation Tax Offset (LISTO) 

 Improving access to concessional contributions 

 Allowing catch–up concessional contributions 

 Extending the spouse tax offset 

 Removing barriers to innovation in retirement income 
stream products 

 Improving the integrity of transition to retirement income 
streams (TRIS) 

 Abolishing the anti–detriment rule 

Additionally, from 1 July 2017, the concessional 

contributions cap will be to reduced to $25,000 (down from the current $30,000 for those aged under 49 at the end of 

the previous financial year and $35,000 otherwise). This type of contribution includes: 

 Employer contributions (including the compulsory 9.5% Superannuation Guarantee (SG) and salary sacrifice) 

http://treasury.gov.au/superreforms#transfer
http://treasury.gov.au/superreforms#reforming
http://treasury.gov.au/superreforms#lifetime
http://treasury.gov.au/superreforms#listo
http://treasury.gov.au/superreforms#improving
http://treasury.gov.au/superreforms#allowing
http://treasury.gov.au/superreforms#extending
http://treasury.gov.au/superreforms#barriers
http://treasury.gov.au/superreforms#barriers
http://www.budget.gov.au/2016-17/content/glossies/tax_super/downloads/FS-Super/11-SFS-Improve_integrity_of_transition_to_retirement_income_streams-161109.pdf
http://www.budget.gov.au/2016-17/content/glossies/tax_super/downloads/FS-Super/11-SFS-Improve_integrity_of_transition_to_retirement_income_streams-161109.pdf
http://treasury.gov.au/superreforms#antidetriment


 

 

 Personal contributions claimed as a tax deduction 

 Certain amounts transferred from a foreign superannuation fund to an Australian superannuation fund (this 

won’t affect most taxpayers). 

 
 
 
Superannuation Guarantee 

 

Although the ATO allows an extra month for businesses to lodge their 

December quarterly BAS (the due date is 28 February regardless of your 

method of lodgement) there is no equivalent extension for the payment of 

Superannuation Guarantee.  

 

Superannuation Guarantee for the October-December quarter is still due 28 

days following the end of the quarter i.e. 28 January. Failure to pay on time 

(even if you are just one day late) will result in you being liable for 

Superannuation Guarantee Charge. For this reason, if you are closed 

throughout January, you may wish to consider making the October-December 

contribution before you close for Christmas.  

 

Notify Suppliers/Customers 

 

Ensure key suppliers/customers are aware of any Christmas shutdown period and any emergency contact 

arrangements you provide for customers/suppliers. An efficient and effective way to do this is to attach a footer to 

your emails leading up to Christmas such as: 

 
We will be closed from 5:00pm Friday 23 December 2016 and will reopen again on Tuesday 3 January 2017. We thank 

you for your support during the year and wish you a safe and happy Festive Season.  

 

Likewise, recorded messages should be left on front office/reception phones advising of the shutdown period (this is 

easy to overlook in the excitement of the Christmas rush).  

 

Out of Office Email Settings 

 

All staff should be instructed to activate the ‘out of office’ reply function on their emails for the entire period of their 

Christmas-New Year absence. Given that staff members may be returning from leave on different dates, it’s 

important that each staff member tailors this function to align with the exact dates of their own individual absence. 

Year-End Reminders 

Achieving the work/life balance of running a profitable and thriving 

business whilst making sure you spend quality time with your 

children is a common challenge faced by not only business owners, 

but also many working Mums and Dads these days. While ideally 

you would like to be there for your children at all times, the reality is 

that as a busy worker or businessperson you can’t be. So how do you 

extract the most value out the precious time that you do spend with 

your children?  

 

The key is to ask your children what are the most important times for them to have you around? For each child it 

may be different – the important thing is to not assume you know best. For instance, while some working parents 

may think children want them there when they get home from school, the reality may be that they like to spend 

that time playing with other children in the street.  

 

Instead, if you asked your child what time is most important to them, they might nominate the Saturday morning 

netball or soccer game, and the Tuesday afternoon training for that as the time that is most important for them to 

have you around. Having nominated their time, you can then if possible shape your work around that and 

ensure that this time is set aside each week unconditionally.  

 

As a working parent, employ this strategy and make the time spent with your child quality in their eyes.  

Work-Life Balance 

This information is provided by Australian Bookkeepers Network 

www.austbook.net 
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