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Living-Away-From-Home reforms – Short-
term reprieve but long-term sting 

In Brief 
The Government has announced 

further details in relation to the 

proposed reform of the Living-Away-

From-Home (LAFH) rules.   

The announcement extends the 

proposed reforms from temporary 

residents only to all employees 

regardless of visa or taxation status.   

For employees that qualify for LAFH 

concessions under the proposed rules, 

the concessions will only apply for a 

maximum period of 12 months for any 

particular work location.   

Proposed transitional rules mean that 

the current LAFH rules will continue to 

apply until June 30, 2014 to employees 

who entered into arrangements prior to 

7:30pm on May 8, 2012.   

The announcement was made by the 

Federal Treasurer in his budget speech 

at 7:30pm on May 8, 2012.  See our 

second forthcoming Global Watch for 

details of other important tax changes.   

Who will the proposed 
reforms now apply to? 
The proposal in the budget is broader 

than that in the announcement of 

November 29, 2011.   

The proposed reforms will now apply to 

all employees – those that move to 

Australia from overseas and those that 

move within Australia.   

LAFH accommodation and food 

concessions will only be available where 

employees maintain (for their own use) 

an Australian home that they are living 

away from for work.  Maintain appears 

to include owning a home or having a 

lease in relation to a home.  
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Where an employee qualifies for LAFH 

accommodation and food concessions, 

the concessions will only be available 

for a maximum period of 12 months in 

respect of an individual employee for 

any particular work location.   

For employees who move to Australia 

from overseas, it is unlikely that they 

will be able to qualify for LAFH 

concessions as they are unlikely to 

maintain an Australian home that they 

are living away from for work.   

Transitional rules 
The proposed reforms will apply from 

July 1, 2012 for arrangements entered 

into after 7:30pm (Australian Eastern 

Standard Time) on May 8, 2012 - the 

time and date that the Government 

announced the updated proposed 

reforms.   

For arrangements entered into prior to 

7:30pm on May 8, 2012, the proposed 

reforms only apply from July 1, 2014.   

This means that employees currently 

claiming LAFH concessions may be 

able to claim those concessions until 

June 30, 2014 (subject to continuing to 

meet the requirements to be living away 

from home).   

What the reforms won‟t 
affect 
For „fly-in fly-out‟ arrangements the 12 

month time limit will not apply. 

The reforms will also not affect the tax 

treatment of travel and meal allowances 

which are provided to employees who 

have to travel away from their usual 

place of work for short periods 

(generally up to 21 days).   

Outstanding questions 
The proposed reforms currently lack 

detail and there are many questions 

outstanding including:  

 In relation to the transitional 

rules, there is no guidance in 

relation to what an “arrangement” 

is.  Is the arrangement the 

employment agreement that 

requires the employee to live away 

from home or is it the residential 

lease contract in the host location?   

 Many employers stopped offering 

LAFH concessions to employees 

after the original announcement in 

November 2011 - if employers now 

offer LAFH concessions to such 

employees, can the employee 

benefit from the transitional rules? 

 While discussions to date have 

indicated that the proposed 

reforms only apply to 

accommodation and food 

concessions and not to other 

concessions (e.g. home leave 

flights or education costs), will 

these now be included in the 

proposed reforms?  The updated 

announcement is silent on this 

aspect.   

 Where an employer provides a 

LAFH cash allowance after July 1, 

2012 and the employee qualifies 

for LAFH concessions under the 

proposed rules, what are the 

administrative procedures in 

relation to PAYG withholding 

including variations? Is the onus 

on the employer or employee to 

determine the employee‟s LAFH 

status? 
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Next steps 
The technical detail and draft 

legislation in relation to the proposed 

reforms is not available at this time.   

The Government will now consult with 

tax experts and employers on the 

technical detail of the legislation to 

implement the proposed changes.   

PwC will be running client sessions 

around Australia on the reforms once 

more detail is released by Government. 

The Bottom Line 
The proposed reforms now extend to all 

employees and business should 

consider the impact of this proposed 

reform on all employees who are living 

away from home.   

The proposed introduction of 

transitional rules that apply until June 

30, 2014 are a welcome update to the 

proposed reforms. 
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