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Introduction
FBT & Your Cost Centre
The purpose of this presentation is to provide:
+A brief discussion of FBT basics
«Information on how UniSA administers its most common benefits to staff
«Information on certain special rules — to save time or access concessions
Ultimately the aim is should reduce FBT cost, and save your cost centre & avoid delays in reimbursement
Contact details:
+Kristian Thoroughgood — Tax Accountant
+kristian.thoroughgood@unisa.edu.au

08 8302 1922

Secondary benefit of FBT training 1 it is important to demonstrate to
the ATO that UniSA takes its Tax Compliance seriously.



University of
South Australia

Topics
FBT Basics
Travel Benefits:
*Travel diaries
*Mixed private & business travel
Entertainment
Other Benefits:
*Parking
*Lap Tops - current rules
*Home internet
+Study
FS04 — Staff Reimbursement form — changes

Minor, infrequent & Irregular benefits

Please note there are a large number of benefits, all with their own
special rules. In the interests of managing the time frame this
presentation has been restricted to the listed topics. Please contact
Kristian Thoroughgood on x21922 if you have specific questions in
regards a particular type of benefit.

Also note HR deals with a significant number of benefits that are
eligible for salary sacrificing arrangements (i.e. cars
http://www.unisa.edu.au/hrm/employment/remuneration/sacrifice/vehicl
e.asp). Please visit the HR section of the UniSA website for this
information.
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The background to FBT

FBT is provided under the FBT Assessment Act 1986 (the FBTAA)
The FBTAA was introduced in 1986.

Prior - individuals were choosing to have their salary paid in ‘fringe benefits’ such as cars and stock shares to avoid
paying income tax:

+This was cutting into the Government’s income tax revenue
*There was a bias in favour of highly paid executives and individuals

The FBT legislation is designed to prevent this tax avoidance hy imposing a tax on employers for benefits provided
to employees.

Reportable fringe benefits
Many fringe benefits are now ‘reportable’ — that is, they are included on an employee’s payment summary

Staff will not pay income tax on these benefits, but it may impact access to certain government benefits or impact on
statutory obligations

FBT Legislation may be found at
http://www.austlii.edu.au/au/legis/cth/consol_act/fbtaal986312/

More information on reportable fringe benefits can be found at:
http://www.ato.gov.au/individuals/content.asp?doc=/content/68.htm

How reportable fringe benefits affect you

Even though a reportable fringe benefits amount is included on
your payment summary and is shown on your tax return, it is not
included in your assessable income. However, it is included in a
number of income tests, including for:

Ahe Medicare levy surcharge

Aleductions for personal super contributions

Ahe super co-contribution

Ahe tax offset for contributions to your spouse's super
Ahe mature age worker tax offset

Ahe Higher Education Loan Programme (HELP) and Financial
Supplement repayments

Aour child support obligations
Asour entitlement to certain income-tested government benefits.



University of
South Australia

Application of the FBT

When Employer provides a benefit to an employee (or associate of employee) in respect of their
employment

UniSA must provide (or arrange for) the benefit — includes PD Funds
Employees include:

*Current, former, future staff

*Contractors who are employees at law

*Not students (unless they are also employees — a complex issue)

The FBT rate is 46.5%. If a benefit is subject to FBT, the cost to the Uni (and the cost centre) will
almost double (unless the private component is reimbursed). The FBT payable is:

*87% for benefits not subject to GST (i.e. international flights)

*96% for benefits subject to GST (most Australian based expenses)

The employment relationship is critical for the application of the FBT.

UniSA must be the provider (or the arranger) of the benefit. Note that

this means that use of PD funds will carry FBT consequences. These

funds are University funds i not employee funds (if they were, the

employee would be subjected income tax on the amounts). Whilst in

most instances there is a presumption
from a PD fund, there are some items of expenditure that automatically

incur FBT. Further, if there is insufficient documentation substantiating

the business purpose, FBT will apply regardless.

Whether someone is an Employee or not is also not necessarily a
simple question T in a number of instances certain contractors will be
regarded as employees at law, despite not being on the payroll. If this
is the case, then any reimbursement of flights or expenses will subject
the Uni to FBT. Also, UniSA has a practice of covering certain student
costs, and many students are also employees. If this occurs, it is
necessary to consider which capacity the person is being provided the
benefit in.

FBT payable is 46.5% on the grossed up taxable fringe benefit value.
In general the gross up factor is 2.0647 except for benefits not subject
to GST i.e. where the gross up factor of 1.8692 applies.

For example, a benefit is provided with a value of $110 GST inclusive.
The taxable value is $110 x 2.0647 = $227.12
The FBT on this benefit is therefore 46.5% x 227.12 = $105.61 5
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Basic ways of reducing FBT payable
The following will generally apply to reduce FBT — however you must check for special rules
FBT is reduced when:
<The benefit is ‘otherwise deductible’, and UniSA holds sufficient documentary evidence
+The staff member reimburses the private component of the benefit
«The benefit fits into a specific exemption/concession, i.e.:
+Laptops & PDA’s (when it satisfies specific requirements)
*Minor, infrequent and irregular benefits
*Vehicles

Alternatively the University can provide a cash benefit that is subject to income tax to the staff member, and the staff
member can purchase the benefit themselves.

Standard University procedure is to require reimbursement from the
staff member where FBT arises.
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FBT & UniSA
UniSA paid almost $830,000 in FBT last year, $845,000 the year before.

The main benefits provided by the University are:
*Meal and other entertainment
“Travel
+Cars & parking
*Expense payment
+Living away from home
*Property benefits

«Residual benefits (a catch all to make sure nothing misses the tax net).

We will be addressing a few of these categories
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FBT & Travel
UniSA spends approximately $12 million a year on travel and accommodation

If travel is not carefully managed and recorded — the FBT expense can be very high

When UniSA pays for flights, meals and accommodation, or reimburses a staff member for that expense, UniSA has
provided a fringe benefit, and FBT is payable on this benefit

The FBT on these benefits can be reduced to the extent:
*The travel was undertaken for University business purposes

*The University has a valid tfravel diary substantiating these requirements.

University business purposes are outlined in the Travel Guidelines:
http://www-p.unisa.edu.au/fin/policies/Travel.pdf
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Travel Diaries - the FS37
Absolutely required where traveller is away for 6 nights or more

Failure to provide a travel diary results in the entire trip being subject to FBT
What is required:
*The place the business activity was undertaken (country, city & address/hotel name)
*The date and approximate time when the activity commenced
*The duration of the activity

*The nature of the activity with sufficient detail to establish business purpose (what is being done, who is being
met, etc).

The travel diary must be signed by the traveller.

More details on the requirement for travel diaries can be found here:
http://www.unisa.edu.au/fin/tax/fbt/travel%20diaries.asp

Miscellaneous Tax Ruling 2038 discusses the requirements for travel
diaries, and confirms that any FBT reduction is dependant on holding a
Travel Diary:

2. The FBT travel requirements complement the operation of
equivalent requirements in the income tax substantiation
provisions. Their self-evident intention is to provide a record of
events on which to determine the extent to which a trip was
undertaken for deductible purposes. Accordingly, this Ruling is
equally relevant for income tax purposes. It should be noted,
however, that the exemption from having to keep a travel diary
where travel is within Australia and exclusively for business,
does not apply for income tax purposes.

3. At the outset, it is important to recognise that it is the intention
of the legislation to make deductions from assessable income
or reductions in the taxable value of benefits, as the case
may be, dependent on the maintenance of certain records.
The requirement is designed to counter the problem of past
years where many of the deductions sought were significantly
inflated and the then existing law was not sufficient to attack the
problem in an administrably practicable manner.
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Example FS37

TRAVELLER DETAILS
Name: Kristian Thoroughgood lEmaiI{ kristian.thoroughgood@unisa.
Area: Finance edu.au
Ph (wk): |08 8302 1922 [Phimd
Purpose of Travel (compulsory): | GST Conference & Meeting with La Trobe Tax Accountant
Date of Departure: 3rd Sept IDate of Arrival: 10th Sept
Place of Activity Date (in Time Time Description of Activity
location) [Started Finished
Adelaide to Langham GST Intensive Conference, TIA + Flight to Melb.
Hotel Melbourne 3 &4 Sept [8.30am 5.30 pm Refer to attached Conference Schedule.
Weekeend 5 &6 Sept |- - Unavoidable Business Day
Bundoora Campus 7-Sep[10 30 am [12.30 pm Meeting w LT Tax Accountant re FBT practices
Private 8 & 9 Sept |- - Private
Adelaide (return flight) 10-Sep|3.30 pm 4.30 pm Return to Adelaide (Business Transit Day)

How much detail is required?

There is no strict rules on what is regarded as sufficient. The ATO will
be |l ooking for sufficient evidence t hal
deducti bl e purposeso. I n the above ex:

AGST conference, TIA is sufficient. As a tax accountant, attending a

GST conference would be 6otherwise ded:
schedule is not necessary, however it never hurts to have too much
informati on. An entry simply stating i
as there is not enough detail to prove that the Conference related to my

income producing or employment activities.

Ahe meeting with the La Trobe Account a
would also be sufficient, as there is enough detail to show the meeting

has a direct connection with my employment activities. Simply stating
O0Meeting with L T Tax Accountantd may s
ask for additional detail. Less detail would be insufficient.

IMPORTANT:

There is never any requirement to specifically identify any details on
private activities for tax purposes (although you may need to indicate
your location for Overseas Business Travel and Insurance purposes).

10
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Classifying travel — Business or Private

Travel provided by the Uni will not be subject to FBT provided the Business purpose of the trip is
‘Dominant’ — meaning business time exceeds private time
Business travel is defined by the Travel Guidelines & includes:
*08 & regional program delivery
Conferences/PEP/Graduation
*Research, etc.
Also includes ‘unavoidable time’ between business activities:
*Weekends/public holidays and certain weekdays
*Necessary rest days (these need to be approved)
Transit days will also be business where:
-Travelling to a business location or

*Returning from a business location

All other days are Private travel

University business is defined in the travel guidelines (page 4 at 3.5)
as:

Aniversity representation (e.g. member of the AVCC, ATN meetings);
MOverseas and regional program delivery;

Andministration (e.g. appointment process, external reviews, setting up
collaborative arrangements);

Anternational marketing and recruitment activities;
MResearch interactions; and
AConferences/PEP/Graduations.

It is appropriate to also include unavoidable time spent between
business activities:

Aweekends & public holidays (where occurring between two
immediately adjacent business days only);

Mays only spent in a location due to flight times and availability;

Mays only spent in a location due to practicalities (i.e. business days
on Monday and Wednesday, it is impractical to return the staff member
on the Tuesday);

ARequired rest and/or recovery days for long flights (subject to specific
approval).

Transit days are defined as days in which you are actively travelling
from one location to another. Transit days may be Business Transit or
Private Transit. Note that any Transit days in which a business activity
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Extent of Private Travel
UniSA uses three ranges to determine if a particular trip is subject to FBT (and to what extent)
To avoid paying FBT, UniSA practice to require a staff reimbursement
Where Private days are less than Business days:
«No FBT — Business Purpose is dominant
*No reimbursement required
Where Private days equal or exceed Business days:
«FBT applied to 50% of the flight costs — Private purpose is equivalent to the Business purpose
+50% reimbursement required for flight costs
Where Private days equal or exceed double Business days:
«FBT applied on a proportionate basis — Private purpose is dominant

*Proportionate reimbursement required.

It is important to note that if the staff member reimburses the private
portion, then no FBT is payable by the University.

Also, once Private equals or exceeds business, the staff member is
|l i kely to be denied coverage under

Uni

12
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Wholly private costs relating to travel
If the Uni pays for any wholly private costs, this will be subject to FBT

Wholly private costs include:

*Any spouse related costs, unless the spouse is also an employee of the University and travelling on business
themselves.

+Side trips and diversions that are wholly private. This includes costs/flights relating to travelling to any
location where there is zero business components.

Staff are expected to pay for these expenses entirely themselves, or to reimburse the University for the whole
expense.

This approach is consistent with the Travel guidelines, and the
Insurance rules.

13
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Travel example

These situations can be complicated — if planning complex travel, please ask for advice in advance
Example one

«Travel to London for conference 5 days ($2000 return)

«Private trip to Paris visiting family for 15 days ($100 return to London)

*Return to Adelaide via London

Private days exceed 2 x Business days, so we need apportion the cost and request reimbursement of three-quarters
of the cost.

Example two
«Travel to UK for lecturing purposes 15 days business ($2000 return)

At end of lecture schedule, a diversion for 5 days in Spain (diversion costs additional $400) then return to
Adelaide

As diversion to Spain is entirely private, the additional $400 must be reimbursed.

The approach we use here is to look at the trip as a whole, and not to
separate the trip into Athe Uni parto

The ATO are | ooking f oriinkckampleohe,it sé pr o\
the University was to pay for the whole return trip to London, the

benefit identifiable to the staff is the vastly cheaper travel costs for the

holiday they have in Paris.

In this example, we would expect the staff member to pay three
guarters of the travel costs.

Example two is to clarify that even where business is the dominant
purpose, there is a requirement for staff to reimburse for wholly private
costs.

14



University of
South Australia

Travel & Cost Centres
Cost centre mangers & approvers should:

*Ensure that Travel diaries are prepared in advance of travel and any amendments confirmed
on return

*Make an assessment of private and business days
*Request reimbursements from staff where required

By doing these three things, FBT costs can be managed appropriately

15
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FBT & Entertainment
Entertainment is the largest component of UniSA's FBT

Last year the total FBT on entertainment was $520,000
Entertainment can be broken down into two components:
-Meal entertainment (entertainment by way of food and drink)
*Meal entertainment is ‘non-reportable’
*Recreational entertainment (bands, football, concerts, theatre etc)
=This is a reportable benefit
Important to distinguish between Staff and Non-staff as there are FBT and GST Consequences
*Entertainment provided to staff — UniSA can claim GST on costs, but is liable for FBT

*Entertainment provided to non-staff — UniSA cannot claim GST on costs, but no FBT liability

FBT Entertainment benefits are generally an accepted cost of the
University. FBT will impact on a cost centre, but will normally not be
passed back to staff members.

16
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When is a meal ‘entertainment’?

The ATO’s interpretation of entertainment is quite broad, but rests on the consideration of 5 factors
*Why was the meal provided? \Was it to entertain or reward, or was it mere sustenance?

*What was provided? Light teas, biscuits and finger foods are sustenance, whilst 3 course meals and alcohol
are more aligned with entertainment.

*When was it provided? During work hours a meal is more likely to be sustenance, whilst a dinner meal or a
weekend bbq is much more likely to be entertainment.

*Where was it provided? Uni owned and run premises, or off campus/external vendor?
*‘Whom was it provided to? Staff and family? Non-staff, volunteers or contractors?
All of these factors are considered, but the first two are the most important

It is worth noting that meals provided to a staff members associate will generally be considered a ‘property fringe
benefit regardless of the context of the meal.

17
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Entertainment examples:
*Business lunches & coffee meetings off campus
«Cocktail parties, social functions
«Christmas parties, mid-year functions, Melbourne Cup luncheons (on or off premises)
Celebratory parties — i.e. retirement parties”
Recreational entertainment includes:
+Going to the theatre,
+football/socceritennis/,
*wine tours,

+kartmaina etc

* Note that retirement parties will likely be subject to FBT except for the
meals etc provided to the retiring staff member and their attending

family members.

18
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Non entertainment examples:
*Overtime meals
«Morning or afternoon teas
+Training sessions with refreshments afterwards
+Light lunches consumed on premises
Other exemptions include:
-Entertainment provided that relates to someone’s employment
for example, the director of the SASA Gallery attends an exhibition
+Eligible seminars (training sessions over 4 hours) where a dinner is provided afterwards

-Meals while travelling

What is a seminar?

Any training session, including a conference, convention,
lecture, meeting, speech, question and answer session or
educational course.

A planning day where employees discuss general policy issues
relevant to the internal management of your business conducted
at external premises that are available for conferences, training
or seminars.

What is not a seminar?

A business meeting, where the main purpose of the meeting is
to give or receive information, or discuss matters relating to the
organisation.

A presentation, where the main purpose is to promote or
advertise a business (or prospective business) or its goods or
services.

Il n regards O6Meals while travellingé,
exemption is restricted:

Ao staff who are staying away from home for at least one night, and
Ao meals that remain predominantly sustenance

The exemption does not apply to spouses travelling with the staff

member, and it does not apply to staff members who live in the
lnecatinn

19
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Entertainment & Cost Centres

Make sure the FS71 is used wherever meal entertainment is provided. This will allow the
entertainment to be processed quickly.

Where practical, provide names of attendees. If not practical, make sure you get a head count at
least.

If you are running sessions or seminars frequently, or regularly, feel free to ask for a ‘ruling’ to be
made, so you know the FBT treatment in advance. If you request a ruling, print the response off and
attach it to the FS71.

The FS71 can be found here: http://www-
p.unisa.edu.au/fin/forms/FS71.doc
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