
www.pwc.com 

 

 

Global Watch  
 

International Assignment Services 
August 17, 2012 

Australia 

Recommendations on 'Living-Away-
From Home' bill made to Government

In Brief 
The Living-Away-From-Home (LAFH) 

rules can provide tax-free benefits for 

housing and food costs of employees 

who are required to live away from their 

home in order to perform employment 

duties elsewhere.   

The Australian Government is 

proposing changes to these rules.  A Bill 

was introduced in Parliament on June 

28, 2012.  See previous Global Watch.  

This Bill is not yet law.  It was referred 

to the House of Representatives 

Standing Committee on Economics 

(Committee). The Committee invited 

submissions and held a public hearing.   

The Committee released a Report on 

the Bill on August 15, 2012, which 

supports the introduction of tightened 

eligibility criteria for LAFH concessions 

and makes several recommendations. 

The key recommendations include:  

1. expanding the definition of Fly-in 

Fly-Out (FIFO) and Drive-In Drive-

Out (DIDO) workers to include 

workers who do not meet the test of 

maintaining a usual place of 

residence within Australia so that 

they can claim LAFH concessions; 

2. retaining the taxation treatment of 

LAFH allowances wholly within the 

Fringe Benefits Tax (FBT) regime 

rather than in the income tax 

regime; and 

3. urging the Australian Treasury to 

clarify what constitutes a „material 

variation‟ to a worker‟s contract 

when applying the transitional rules. 
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How would FIFO & DIDO 
workers be treated? 

Under the proposed changes in the Bill, 

FIFO workers who do not have a usual 

place of residence in Australia in which 

they have an ownership interest (e.g., 

owning or renting), would not qualify 

for LAFH concessions.   

FIFO workers who have a usual place of 

residence in Australia would be exempt 

from the 12 month cap on receiving 

LAFH concessions.  Employees who 

meet requirements 2 to 5 (see below) of 

the FIFO worker definition and who 

also have a usual place of residence in 

Australia would also be exempt from 

the 12 month cap.   

The Committee has recommended that 

the definition of FIFO and DIDO 

workers be expanded to include 

workers who do not meet the test of 

maintaining a usual place of residence 

within Australia.  Examples of such 

workers are those who live with family 

members during off cycles or whose 

usual place of residence is outside 

Australia.  The Committee made the 

recommendation in relation to “remote 

construction sites” and therefore the 

expanded definition may only apply to 

workers who meet all five of the 

requirements to be a FIFO worker. 

What are the five requirements?  

Broadly, a FIFO worker is usually an 

employee where the following 

requirements are met:  

(1) the employee‟s usual place of 

employment is an oil rig at sea, an 

installation at sea, a location that is not 

in or adjacent to an eligible urban area 

or a remote location;  

(2) the employee is provided with 

residential accommodation at or near 

that usual place of employment by the 

employer, an associate of the employer 

or under an arrangement involving the 

employer or associate;  

(3) on a regular basis the employee 

works a number of days on and has a 

number of days off and goes back to 

their usual place of residence on the 

days off before returning to their usual 

place of employment;  

(4) the employee is provided with 

transport to and from their usual place 

of employment by the employer, an 

associate of the employer or under an 

arrangement involving the employer or 

associate; and  

(5) it would be unreasonable to expect 

the employee to travel on a daily basis 

on work days between the usual place 

of employment and the usual place of 

residence because of the location of 

these places.   

A DIDO worker is essentially a FIFO 

worker who is driven to their usual 

place of employment rather than flying 

to that place.  The Committee 

recommends that DIDO workers who 

use their own transport to access their 

usual place of employment should also 

be exempt from the 12 month cap on 

LAFH concessions.   

PwC Observation:  These 

recommendations are welcomed. 

Many FIFO workers would not have 

qualified for the LAFH concessions 

under the proposed Bill giving rise to 

significant FBT costs for employers 

of FIFO and DIDO workers 

especially in the mining, resource 

and construction industries.   

In which regime would 
LAFH allowances be 
retained? 

Under the proposed reforms, LAFH 

accommodation allowances were in the 

income tax regime and LAFH food and 
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drink allowances were in both the FBT 

and income tax regimes.   

The Committee‟s view is that LAFH 

allowances should be dealt with under a 

single tax regime and recommends that 

all LAFH allowances be put under the 

FBT regime.  The Committee believes 

that doing so will mitigate against some 

of the associated on-costs for employers 

and the flow-on effects for employees.   

PwC Observation:  We believe 

that retaining LAFH allowances in 

the FBT regime may reduce the 

impact of additional superannuation 

contributions; however, it is likely to 

still have an impact on Payroll Tax 

costs where employees do not qualify 

for the LAFH concession.   

When is an eligible 
employment arrangement 
“varied”? 

The new LAFH rules provide 

transitional relief for employees who 

are:  

a) neither temporary residents or 

non-residents, and  

b) temporary residents or non-

residents who are living away from 

an Australian home, 

where LAFH allowances or 

reimbursements were provided to the 

employee under an “eligible 

employment arrangement” that was 

entered into before 7:30pm (Australian 

Eastern Standard Time) on May 8, 

2012. Generally, a temporary resident 

is a resident of Australia who is in 

Australia on a temporary visa and is not 

married to or in a de facto relationship 

with an Australian citizen or permanent 

resident.  There are additional 

considerations for people who are New 

Zealand citizens.   

The transitional relief applies until the 

earlier of the following occurs: 

 July 1, 2014; or  

 the time the employee‟s eligible 

employment arrangement ends; 

or 

 the time that the employee‟s 

eligible employment 

arrangement is varied or 

renewed. 

The Government has provided guidance 

in the Explanatory Memorandum to the 

Bill as to when an eligible employment 

arrangement is “varied” for the 

purposes of the transitional provisions.  

The Explanatory Memorandum to the 

Bill states (at paragraph 1.81): 

Any material variation to an existing 

employment arrangement triggers the 

commencement of the new 

arrangements. For example, an 

extension of time of an existing 

contract, change in the salary of an 

employee or change in the working 

hours of the employee would trigger 

the commencement of the new 

provisions. Changes such as an 

employee changing their name on the 

contract (for example, they get 

married and change their last name) 

or fixing a typo in a contract would 

not be considered a material change 

in a contract, and the employee could 

still be covered by the transitional 

arrangements. 

 

The Committee has recommended that 

the Government provide a clear and 

conclusive definition of “material 

variation.”  During the Public Hearings 

of the Committee, Treasury 

acknowledged that it would do so. 
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What are some other 
recommendations? 

The Committee also recommended 

that:  

 Treasury clarify what constitutes 

an „ownership interest‟ and the 

satisfactory retention of an 

employee‟s usual place of 

residence.  The Committee 

believes that „ownership interest‟ 

should include any living 

arrangement that constitutes a 

person‟s primary residence; 

 Treasury clarify the circumstances 

under which the 12 month time 

limit will be paused; 

 Treasury investigate whether there 

are any impediments to partners 

or spouses of eligible employees 

incurring deductible expenses on 

behalf of the eligible employee.  

This would commonly occur where 

the spouse purchases food on 

behalf of the family; and 

 that prior to the implementation of 

any changes, the Government 

must provide clear and concise 

documentation in relation to the 

new compliance obligations for 

employers and employees.   

The Bottom Line 
The Government needs to consider the 

recommendations of the Committee 

and, if the recommendations are 

accepted, a revised Bill will need to be 

introduced into Parliament.   

The Bill is not yet law and both Houses 

of Parliament will need to pass the Bill 

before it becomes law.  Based on the 

current Sitting calendar, both 

Chambers will be Sitting on various 

days between August 16, 2012 and 

September 20, 2012 and will not sit 

again until October 9, 2012. 

The current start date for the Bill 

remains as October 1, 2012.  
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