Fringe Benefit Tax – The Final Picture
WHAT IS FRINGE BENEFIT?
‘Fringe Benefit’ has been defined to mean 

· any consideration for employment provided by way of 
· any 
· privilege, 
· service, 
· facility or 
· amenity, 
directly or indirectly, provided by an employer, whether by way of reimbursement or otherwise, to his employees (including former employee or employees);

· any free or concessional ticket provided by the employer for private journeys of his employees or their family members; and 
· any contribution by the employer to an approved superannuation fund for employees.

Therefore, fringe benefits are those benefits provided by the employer to the employee which satisfy the following conditions:
· Consideration for Employment: The benefit must be provided in consideration for the employment i.e., it must be in relation to the employer-employee relationship.

· The Nature of Consideration: The consideration should be in the nature of a privilege, service, facility or amenity.

· Includes Reimbursement: The benefits provided by way of reimbursement to employees shall also be included in the definition of Fringe Benefits. 
· Includes former Employees: Benefits given to former employees shall also be covered under the definition of Fringe Benefits. 

· Tickets for Private journeys: Tickets for private journeys for employees and their family members have been specifically included in the definition of Fringe benefits.

· Contribution to Approved Superannuation Funds: Contribution to Approved Superannuation Funds has also been specifically included in the definition of Fringe Benefits.
· Perquisites: The benefits on the nature of perquisites on which tax has already been paid by the employee shall not be included in the definition of fringe benefits.

· Deemed Expenses: The following expenses shall be deemed to be in the nature of fringe benefit expenses (even if they are not paid or reimbursed to the employees):
· Entertainment
· Provision of hospitality of every kind by the employer to any person, except 
· expenditure on food/ beverages provided by the employer to his employees in office or factory;
· expenditure through non transferable paid vouchers usable only at eating joints or outlets;

· Conference including expenditure on conveyance, tour and travel hotel, or boarding and lodging except fee for participation by the employees in any conference.
· Sales promotion including publicity except expenditure on 

· advertisement in any print/ electronic media or transport system;
· holding of, or the participation in, any press conference or business convention, fair or exhibition

· sponsorship of any sports event or any other event organised by any Government agency or trade association or body;
· publication in any print or electronic media of any notice required to be published by or under any law or by an order of a court or tribunal;
· advertisement by way of signs, art work, painting, banners, awnings, direct mail, electric spectaculars, kiosks, hoardings, bill boards and
· payment to any advertising agency for the purposes specified above,

· Employees' Welfare except expenditure incurred to 
· fulfil any statutory obligation or 
· mitigate occupational hazards or 
· provide first aid facilities in the hospital or 
· dispensary run by the employer 

· Conveyance, tour and travel (including foreign travel);
· Use of hotel, boarding and lodging facilities;
· Motorcar Expenditure including repair, running (including fuel), maintenance of motorcars and the amount of depreciation thereon;
· Aircraft Expenditure including repair, running (including fuel), maintenance of aircrafts and the amount of depreciation thereon;
· Use of telephone (including mobile phone) other than expenditure on leased telephone lines;
· Guest House: Maintenance of any accommodation in the nature of guest house expect expenditure on accommodation used for training purposes;
· Festival celebrations;

· Use of health club and similar facilities;

· Use of any other club facilities;

· Gifts; and

· Scholarships.


Note: The above list of deemed expenses may be paid to any person, not necessarily employees and yet, they will fall within the definition of Fringe Benefits.
COMPUTATION OF VALUE OF FRINGE BENEFITS
	Kind of Fringe Benefit
	Value of Fringe Benefit

	Special Cases

	Free Ticket for Private Journey
	Actual cost less amount recovered from employee
	

	Contribution to Superannuation Fund
	Actual Amount of Contribution
	

	Entertainment Expenditure 
	20% of Entire Expenses
	

	Expenditure on provision of hospitality of every kind by the employer to any person, 
	20% of Entire Expenses
	5% of Entire Expenses in case of Hotel Business

	
Conference Expenditure

	20% of Entire Expenses
	

	Sales promotion Expenditure
	20% of Entire Expenses
	

	Employees' welfare Expenditure
	20% of Entire Expenses
	

	Expenditure on conveyance, tour and travel (including foreign travel);
	20% of Entire Expenses
	5% of Entire Expenses in case of Construction,  Pharmaceutical and Computer Software Business

	Expenditure on use of hotel, boarding and lodging facilities;
	20% of Entire Expenses
	5% of Entire Expenses in case of Pharmaceutical and Computer Software Business

	Expenditure on repair, running (including fuel), maintenance of motorcars and the amount of depreciation thereon;
	20% of Entire Expenses
	5% of Entire Expenses in case of Business of Carriage of Passengers/ Goods by Motor Car

	
Expenditure on repair, running (including fuel), maintenance of aircrafts and the amount of depreciation thereon;
	20% of Entire Expenses
	NIL in case of Business of Carriage of Passengers/ Goods by Air Craft

	Expenditure on use of telephone (including mobile phone) 
	20% of Entire Expenses
	

	Expenditure on maintenance of any accommodation
	20% of Entire Expenses
	

	Expenditure on festival celebrations
	50% of Entire Expenses
	

	Expenditure on use of health club and similar facilities
	50% of Entire Expenses
	

	Expenditure on use of any other club facilities
	50% of Entire Expenses
	

	Expenditure on Gifts
	50% of Entire Expenses
	

	Expenditure on scholarships.
	50% of Entire Expenses
	


TAX ON FRINGE BENEFITS
· Tax shall be charged @ 30% on the total value of the fringe benefits. 

· Such fringe benefit tax shall be payable even in cases where no tax is otherwise payable by the employer. 
