
Tax Alert
Tax implications of accommodation 
benefits provided to Employees

From an employee perspective, emoluments 
received from the exercise of employment 
in Zambia would be subject to income tax. 
This is collected from the employee by the 
employer under the Pay-As-You-Earn (PAYE) 
collection mechanism. 

Where the accommodation benefit is in 
the form of a cash allowance, then the 
benefit is treated as part of the employees’ 
emoluments that are subject to PAYE. 
Further, payments for utilities such as 
electricity, telephone, water bills, or security 
on behalf of employees would be regarded 
as cash benefits subject to PAYE.

From an employer perspective, employee 
related costs are normally tax deductible 
provided they are incurred wholly and 
exclusively for business purposes and 
are not of a capital nature. However, the 
employer cannot claim a deduction for the 
cost of any benefits offered to employees 
that cannot be converted into cash by 
the employee, including accommodation 
benefits. 

On the basis of the foregoing, the 
Commissioner-General has issued 
guidance on determining the cost of 
providing accomodation benefits to 
employees under various arrangements. 
The following summarises the tax treatment 
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of accomodation granted to an employee 
as a benefit-in-kind in the form of a right to 
occupy employer-owned or leased property:

1.  Accommodation owned by 
employer

The benefit is not taxable in the employee’s 
hands if the company owns the property and 
offers it to the employee rent-free. Rather, 
it is taxable in the hands of the employer 
by disallowing 30% of the employee’s total 
taxable emoluments from the employer’s 
taxable income for the period of occupation 
during the charge year.

It is common practice for employers to provide accommodation benefits to their 
employees. The income tax implication of accommodation benefits will depend on 
whether the accommodation benefit is paid as part of emoluments by way of a cash 
allowance or is granted as a right to occupy an employer owned or leased property.Get in touch
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2. Accommodation leased by 
employer and occupied by 
single employee

When the employer leases the 
property and provides it to a single 
employee, the rental amount is taxed 
in the employee’s hands by adding it 
to the employee’s emoluments and 
taxed under PAYE.

3. Accommodation leased by 
employer and occupied by 
multiple employees

The rental amount is not taxable on 
the employees if the company leases 
the property and offers it to more than 
one employee. Rather, the employer 
is taxed by disallowing the rental 
amount paid when computing the 
company’s corporate income tax.

4. Accommodation owned by 
employer and rented by the 
employee

When an employer pays an 
employee a housing allowance 
and the employee in turn rents 
accommodation owned by the 
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employer, the housing allowance that 
is paid to the employee is taxable 
in the employee’s hands under 
PAYE. The rent amount is subject to 
withholding tax.

Keeping the above in mind, 
companies should carefully consider 
the tax implications of providing 
accomodation benefits to their 
employees in order to identify 
opportunities for tax efficiency.

Additionally, companies must 
distinguish between cash and non-
cash employee accommodation 
benefits. This is because the tax 
treatment and burden would shift 
between employer and employee 
based on the potential of conversion 
of the benefit to cash by the 
employee.

Our People & Organization team 
would be happy to discuss these 
matters with you in further detail 
in order to help you in selecting 
the most tax-efficient structure 
for your company and employees’ 
accommodation benefits. 

Employee 
related costs 
are normally 
tax deductible 
provided they are 
incurred wholly 
and exclusively 
for business 
purposes and are 
not of a capital 
nature


