
 
 
 
 
 
 
 
 
 
 

Hanrick Curran – FBT Update November 2008  
 

Unravelling the mystery of FBT, Tax Deductions & 
GST for Christmas Parties and Gifts 
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CHRISTMAS ENTERTAINMENT GUIDE 

      

Description Employee Associate            
(eg Spouse) 

Non-Employee                   
(eg Client) 

1. Christmas party on business premises                

            
1,2,3         Non Deductible   4 Non Deductible   Non Deductible   a. social functions - food & drink (with or without 

alcohol) - under $300       GST not claimable 4 GST not claimable GST not claimable 
        No FBT 1 No FBT No FBT 
            

  Non Deductible   Deductible   Non Deductible   b. social functions - food & drink (with or without 
alcohol) - more than $300  4 GST not claimable GST claimable GST not claimable 
    No FBT FBT No FBT 

          

2. Christmas party at external premises                  

          

a. hotel, restaurant or club - under $300  1,2,3 Non Deductible   Non Deductible   Non-deductible    

   4 GST not claimable GST not claimable GST not claimable 

    No FBT No FBT No FBT 

          

b. hotel, restaurant or club - more than $300   Deductible   Deductible   Non-deductible    

    GST GST GST not claimable 

    FBT FBT No FBT 

          

3. Christmas Gifts                  

          

a. under $300, irregularly provided and not  1,2,3 Deductible   Deductible   Deductible   
  GST claimable GST claimable GST entertainment (ie flowers ok, but wine or movie 

tickets not etc) 
  No FBT No FBT No FBT 

            

b. $300 and over or regularly provided    Deductible   Deductible   Deductible   

    GST GST GST 

    FBT FBT No FBT 

            

c. Gift consists of entertainment $300 and over Deductible Deductible Non Deductible 

    GST GST GST not claimable 

    FBT FBT No FBT 

            

Notes:       

      

1. If cost is under $300 and irregularly provided, no fringe benefit tax is payable.   

2. The $300 cost is GST inclusive.       

3. $300 is the amount spent for each employee and $300 for each associate attending with them. It is also $300 for each benefit 
provided. ie $300 for Christmas Party and $300 for gift. 

4. Entertainment is income tax deductible to the extent that it is subject to FBT.  Therefore, any costs that are exempt from FBT 
(eg for employees on business premises, or minor benefits <$300) cannot be claimed as an income tax deduction. Further, 
where a cost is not tax deductible, GST is also not claimable. 

      

Final note: We would also like to point out that as there is no separate FBT category for Christmas parties, the provision of 
Christmas parties is regarded as a property or a residual benefit.  If the 50/50 method is adopted by an employer when 
calculating the FBT taxable value of meal entertainment, the exemptions do not apply. Instead, 50% of the cost, regardless of 
whether it is more or less than $300, would be subject to FBT and tax deductible. 
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