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Handling bonuses and benefits
Bonuses and allowances can be a great way to boost the overall package you’re able to offer a new employee.
They can also be an excellent way to attract and retain good staff. Learn what you need to know about paying the
relevant taxes.

Bonuses
Performance bonuses or incentives are paid in addition to your employee’s base wages/salary. They’re usually
linked to agreed performance measures, so the amount of the bonus you pay depends on how well the employee
has performed during the year. For example, bonuses and incentives can be paid for meeting sales targets or
project milestones.

Bonuses are taxed depending on their type and frequency.

Frequent and regular bonuses are treated as part of an employee’s earnings and have PAYE deducted. A one-off
bonus (such as an annual bonus) or a redundancy or retirement payment is treated as a lump sum payment.

More information is on the Inland Revenue website:

Accounting for allowances and benefits (external link) (http://www.ird.govt.nz/payroll-employers/make-
deductions/staff-benefits/)
Taxing lump sum payments (external link) (http://www.ird.govt.nz/payroll-employers/make-deductions/staff-
benefits/bonuses/emp-ded-bonus-lump-sum.html)

Fringe benefit tax
Fringe benefit tax (FBT) is a tax on benefits employees receive through their work.

There are four main types of taxable fringe benefits:

1. motor vehicles available for private use
2. free, subsidised or discounted goods and services
3. certain low-interest loans
4. employer contributions to some funds, insurance and superannuation schemes.

Read Fringe benefit tax (/tax-and-accounting/tax-when-you-have-employees/fringe-benefit-tax-fbt/) for more
information.

Fringe Benefit Tax (external link) (https://www.ird.govt.nz/employing-staff/paying-staff/fringe-benefit-tax) — Inland
Revenue

Employee allowances
These are payments made to an employee in addition to their salary or wage and can include payments for
accommodation, meals or clothing. Some allowances are taxable and some aren’t.

Read our page on Employee allowances (/tax-and-accounting/tax-when-you-have-employees/employee-
allowances/) for more information.
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Allowances (external link) (http://www.ird.govt.nz/payroll-employers/make-deductions/staff-benefits/allowances) —
Inland Revenue
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Test yourself on FBT

(/tax-and-accounting/tax-when-you-have-employees/fringe-benefit-tax-fbt/#e4941)

Know your fringe benefit taxes from your employee allowances and expenses? Take our quiz.

(/tax-and-accounting/tax-when-you-have-employees/fringe-benefit-tax-fbt/#e4941)
Get started
(/tax-and-accounting/tax-when-you-have-employees/fringe-benefit-tax-fbt/#e4941)
(https://wpb.business.govt.nz/)

Use our DIY tool to create policies that best suit your staff and business.

(https://wpb.business.govt.nz/)
Get started
(https://wpb.business.govt.nz/)

How to pay employees for leave

(/hiring-and-managing/handling-holidays-and-leave/paying-employees-for-leave/)

Whether you’re paying staff for holiday, parental or sick leave, our guide helps you get it right.

(/hiring-and-managing/handling-holidays-and-leave/paying-employees-for-leave/)
Find out more
(/hiring-and-managing/handling-holidays-and-leave/paying-employees-for-leave/)

Get your training sorted

(/hiring-and-managing/getting-the-best-from-people/training-and-development/)

Getting your staff up to speed is key to business growth. Weigh up the training options available for your team.

(/hiring-and-managing/getting-the-best-from-people/training-and-development/)
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Learn more
(/hiring-and-managing/getting-the-best-from-people/training-and-development/)
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