A GUIDE FOR
BUSINESS OWNERS

Navigating Fringe Benefits
Tax Compliance in 2026
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What is Subject to Fringe Benefits Tax?

Fringe Benefits Tax may apply when employees receive non-cash benefits on top of their
regular salary.

*  Private use of company vehicles

«  Employee loans or financing

¢ Living away from home allowances

* Entertainment expenses such as meals, event tickets, or accommodation

«  Reimbursements of personal expenses like home utility bills or private purchases

What's Exempt from FBT?

*  Work-related devices: laptops, phones, tablets
* Tools of trade, safety gear, protective clothing
*  Minor benefits under $300 {provided infrequently)

*  Business-use vehicles and dual-cab utes with valid logbooks

Why Lodge an FBT Return, Even if No Tax is Payable?

Many employers assume there's no need to lodge a return if no Fringe Benefits Tax is due. The
simple answer is that it limits the ATO audit scope.

By simply lodging a return, even with NIL liability, you frigger a 3-year audit window, capping
how far back the ATO can audit any year in the past. That includes reviewing historical benefits
and raising liabilities for past employees, even if they've long since left.

By default, your business is responsible for any FBT due. Unless your employment confracts

explicitly allow you to recover FBT from employees, you won't be able to pass on those costs.



FBT Mistakes you
Might be Making
(and How to

Avoid Them) il

Mistakes

Incorrect Car
Depreciation
(Logbook Method)
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What It Involves

Using the business financials'
depreciation instead of
deemed depreciation when
calculating the private use of
cars.
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How to Avoid It

Use ATO's deemed depreciation
and deemed inferest each year
when applying the operating
cost method.

No registration
for Meal
Entertainment

Failing to track which
employees receive meal
enfertainment benefits.

Maintain receipts and a detailed
register with names and dates for
each benefit to meet Actuadl
Method requirements.

Incorrect
classification of
taxable and
exempt benefits

Assuming items like laptops,
phones, or minor gifts are
exempt without checking
usage or eligibility criteria.

Review each benefit against the
ATO exemption rules and keep
records showing the business
use.

Misreporting FBT
on work vehicles

Assuming dual-cab utes are
exempt without checking if
they meet eligibility rules.

Review the eligibility rules on load
or passenger thresholds, including
a capacity of 1-tonne or more
than 8 passengers, and have only
limited private use.



What's New for 2026

Electric Vehicle Exemption

Employers may still qualify for the FBT exemption when providing eligible electric vehicles to
employees. The vehicle must be a zero or low-emission car, first held and used on or after 1 July
2022, and below the luxury car tax threshold for fuel-efficient vehicles.

Simplified FBT Record Keeping

The ATO has simplified and finalised legislative instruments that allow employers to use existing

business records instead of preparing separate FBT declarations in some cases. This applies to
travel diaries, living-away-from-home allowances, relocation benefits, and certain vehicle
declarations.

Overlooking or Misreporting FBT

The ATO isincreasing its focus on the private use of employer-provided vehicles. Businesses may
face issues if they fail to lodge FBT returns, assume certain vehicles, such as dual-cab ufility
vehicles {utes), are exempt, or do not maintain proper records, like logbooks and odometer
readings. Employers should ensure vehicles are correctly classified and maintain proper

documentation to support their FBT position.




