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Fringe Benefits Tax & Salary Packaging –  Benefits to both Employers and Employees

Considerable financial benefit can be gained by employees who are either recruited or transferred from areas outside their new location.  Employers can also use the benefit as an added enticement when trying to attract staff.  

Relocated employees benefit from the tax they save by effectively packaging their salary.  As an example, the cost of temporary rental accommodation may be structured in such a way that it is paid from the employee’s gross (ie before tax salary).  This arrangement involves the amount of the rental payment being classified by the employer as a relocation expense.  The relocation expense will be fringe benefits tax exempt for a period of between 4 and 12 months, depending upon the employee’s particular circumstances.  

For example, based upon 2005 financial year tax rates and thresholds: An employee offered a salary of $60,000 p.a. would pay tax (exclusive of medicare levy and surcharge) of $ 14,412 if rental was not salary packaged.   In circumstances where the rental (say $400 per week for a period of 52 weeks and totalling $20,800) is salary packaged the employee would have a taxable income of $39,200 upon which tax in sum of $7,932 is payable.

Salary packaging the rental payments would result in a full year tax saving for the employee of $6,480, translating into a weekly saving of $124.62. 

Similarly, where a new employee owns a residence in the former location and proceeds to sell a property, subsequent to the commencement of his employment, the costs incurred in selling the property (primarily being the real estate agent’s fees) and in purchasing a new residence in the new location (primarily stamp duty) can also be salary packaged in a tax effective manner.
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