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Living Away From Home  
Allowances (LAFHA)

Living Away from Home Allowances (LAFHA) are allowances that are paid to employees to cover the 
additional cost of being required to live away from their usual home. The allowances are tax-free to the 
employee, and are FBT exempt (tax deductible) payments for the employer. 

For this reason, the Australian Tax Office (ATO) have been carrying out reviews on such arrangements with 
employers, and carrying out numerous audits. This is because the LAFHA is effectively an income stream for 
which the Tax Office is not receiving any tax. 

There are now new rules in relation to LAFHA’s that apply to new Employment Contracts entered in to 
or significantly changed from 8 May 2012, which will be discussed below. The existing rules, taken from 
legislation, tax rulings and case law, indicate that the following are areas that the ATO will consider when 
reviewing eligibility on a case by case basis for payments of LAFHA: 

• Is the employment contract designating the employee to work away from home for a fixed or ongoing 
period? A contract away from home for only a fixed amount of time would indicate there is the intention 
to move back to your usual place of residence. 

• How is the usual place of residence currently being kept? If the property is being looked after by 
relatives while you are away, this would again support your intention to move back to your usual place 
of residence. If it is being rented out, this may be looked at as a more permanent arrangement. 

• Have you purchased a property in the new location or are you renting? 

• Lifestyle of the employee in current location. Ie. Memberships to local clubs, drivers licence, changes to 
electoral roll, application for Medicare, permanent citizenship etc. 

• Whether or not it is in the nature of your position to be relocated and if you had a choice in the 
relocation. 

Prior to the new rules taking effect from May 2012, the ATO used the above information, and more, to 
make an informed decision as to whether it seems likely you will return to your usual place of residence 
(hence eligible for LAFHA) or whether your current location has effectively become your usual place of 
residence (not eligible). It is also important to note that if your circumstances changed during the year with 
respect to any of the above issues, changing location, purchasing a property etc, this would have also had 
an impact on your eligibility to receive the allowance. 

The New Rules 

The new rules that apply to employment contracts entered in to after 8 May 2012 are as follows: 

• If you maintain your home in Australia that your employment is requiring you to live away from, a 
LAFHA paid to you will only be exempt from FBT for a period of up to 12 months. 

• If you are a genuine Drive-In Drive-Out or Fly-In Fly-Out employee, the 12 months limit above will not 
apply to you. 

• If you neither maintain a home in Australia, nor Fly-In Fly-Out or Drive-In Drive-Out, then any LAFHA 
allowances paid to you will no longer receive concessional treatment for FBT. Any LAFHA you do 
receive will continue to be tax-free, but your employer will be required to pay FBT on the allowance. 
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Transitional Rules 

If you are working under an employment arrangement that was in place prior to 8 May 2012: 

• And you are a permanent resident, the new rules do not take effect until 1 July 2014 as long as your 
contract was not varied or renewed between 8 May and 1 October 2012; or 

• If you are a temporary or foreign resident, the new 12 month rule does not take effect until 1 July 2014 
as long as your contract was not materially varied or renewed between 8 May and 1 October 2012, and 
you are maintaining your usual place of residence in Australia for your immediate use and enjoyment at 
all times. 

If you have any questions or require any further information please contact McKern and we will be happy to 
assist you.


