Remote and hybrid working - managing the tax
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Agenda

Key challenges relating to expenses and benefits as a result of
hybrid/remote working:

 Travel

- Homeworking expenses and allowances

We will also discuss the topic of overseas remote working



Employee benefits & expenses

In principle employees are subject to tax on employer
paid:

« Benefits

 Reimbursed expenses

« Personal expenses (e.g. travel, accommodation, meals)

But no tax is due if expense/benefit is exempt or
deductible



Travel expenses
Many organisations have started/are investigating paying for
travel expenses for employee attendance in the office:

But - ordinary commuting - travel between home and a
permanent workplace is a taxable benefit
 Remote/Hybrid workers - is the office a permanent workplace?
Yes- travel costs will be taxable benefit
No - exempt benefit
Going to look at some common example scenarios



What is a permanent workplace?

- Can have more than one!

- Home could be workplace as well as ‘the office’

- A permanent workplace is one which an employee

attends regularly. Regular means:

-requent

~ollows a pattern

or (almost) all the period for which they (likely) hold
employment




Scenario 1
- Alan is a hybrid worker

- Alan is required to attend the office once a week
- Undertakes range of tasks while in the office

Is paying for travel a taxable benefit?

- Office will still qualify as permanent workplace as attendance
is regular, even though only once a week

- Travel is taxable benefit



Scenario 2

- Karen has the option of working from the office or from home
« Usually chooses to work from home

« Attends the office occasionally (roughly once a month)

Is paying for travel a taxable benefit?

- Office will still qualify as permanent workplace as attendance
is by choice

- Travel is taxable benefit



Scenario 3

- Tim only visits the office once a week to attend the weekly SLT
meeting

- Otherwise, he is required to work from home

Is paying for travel a taxable benefit?
- Office qualifies as a temporary workplace
- Travel expenses are NOT taxable



- If workplace qualifies as temporary - travel expenses not taxable
« For permanent staff - most likely to apply if visit office only for

temporary (self-contained) purposes

Common Examples

Team meetings

Staff management and
appraisals

Training

Events

- A workplace is either temporary or permanent - all travel to/from
permanent workplace to home will be treated the same - even if

could be for a temporary purpose on that day




Scenario 4

« Claude visits the office two days a week

- Attends for team meetings, staff catch ups and delivering
training

Is paying for travel a taxable benefit?

- Attendance is for a temporary purpose(s)

- But spend 40% or more of their time at the office - caught by
special rule meaning that cannot qualify as temporary
workplace

- Travel expenses are taxable



) @ @ O ¢ N N N N N N N N N N L NN N NN 0000 0000 000000000 0OCDCGCONOGIOGS
@ ® 6 0 0O ® ® 6 0 O ) @ ©® & ® © ® ® ® 0 ® 0 ® 00 0 ® o0 0 ® 0 o ® 0 ¢ ® 6 © 0 © 0 0 O
e o o o e o o © o o o o o e o e o o o e o o e o o o e o e o e o o o o o

Example summaries

Employee is home based Office is Reasoning

and

Visit office once a week Permanent | The visits are not for a limited duration,
or for a temporary purpose

Can choose to work from Permanent |Employee choice

home or office

Visit office every week to Temporary | Visits are regular but for temporary

attend all day team meeting purpose.

Visit the office for 2 days a |Permanent | Visits are for temporary purpose. But as
week to attend various 40% of time is spent at office not
meetings possible to argue as temporary purpose.
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What do you need to do?
- Establish why remote staff need to attend office
- Assess each staff member against permanent/temporary
workplace criteria
- Workplace is permanent - any travel to office is taxable
benefit - even if that visit is only for temporary purpose
- Workplace is temporary - travel expenses not taxable

Set clear policy - ensure remote staff understand conditions
so that don’t have to continually reassess
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........................................................

Homeworking expenses

Difference between employer reimbursed and allowance/deductions

Employer reimbursed

Must be homeworking
arrangements in place

Employee claim deduction from

earnings (via HMRC)

Strict - only if employee cannot use
employer facilities, or nature of job
requires living far away

Usually - only if no office available

Can reimburse up to £6 p/w
without evidence

Employee can claim deduction of up
to £6 p/w - worth £1.20 p/w

Can reimburse more with suitable
evidence

Can claim more with suitable
evidence
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Other expenses/benefits

* For other expenses - important to check the guidance

- Many of the reliefs in place during Covid have now
gone

* Check in advance - there is often a difference between
employer provided and reimbursed expenses e.g.
equipment

Employer provided - exempt
Employee reimbursed - taxable
* Don’t forget the trivial benefits exemption (up to £50) |
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Accounting for taxable benefits
Three main options for employers:

1.Complete P11D form for each employee

2. Payroll benefits by adding benefit value to payroll
calculations
PAYE and NI are calculated during the year

Must obtain permission from HMRC in advance of tax
year to payroll benefits

3. Obtain a PAYE settlement agreement
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Workers based overseas

OTS report - increasing demand from employees, but
greater reluctance among (particular small) employers

When employing workers based overseas there are many
potential issues that can arise:

- Are they subject to UK PAYE?
* NI and legal issues?
- Using a personal service company
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PAYE and Income tax - UK

- Usually an individual is subject to income tax in the
country in which they are resident.

UK statutory residence test
* Individual needs to agree status with HMRC
* If not resident in UK - no need to deduct PAYE

- However, can be a requirement to deduct PAYE if they
are sometimes based in the UK to carry out their duties
- may need to agree method with HMRC



https://sayervincent-my.sharepoint.com/personal/ross_palmer_sayervincent_co_uk/Documents/Starlight%20Activities%20VAT%20Status%20June%202023.xlsx?web=1

PAYE and Income tax - Overseas resident

» The individual will likely be subject to income tax in
their country of residence

- Depending on the country - this may require the
employer to register as an employer in that country
and start deducting taxes from salary (similar to PAYE)

- Need to take local expert advice
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Other issues

- Rules around social security (NI) and in which country
this is due are more complex

- An employee based overseas may be subject to local
employment laws and regulations

- May be different rules about self-employed vs
employed in overseas country
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What about paying via personal company?

* In the UK, paying staff via a limited company shifts the
tax compliance unless off payroll rules apply

- May be a way to remove liability from UK organisation
to account for tax locally

- However, need to ensure obtain suitable advice - may
be different rules in overseas country!

- Now qualifies as purchase of services - possibly now
subject to reverse charge for VAT
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Summary

- Review the tax treatment of benefits/expenses
 Set clear expenses policy

- Decide how to account for taxable benefits and plan
ahead

- Obtain local expert advice if looking to employ staff
based overseas

- Communicate with affected staff
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Contact details
Ross.Palmer@sayervincent.co.uk

m ross—-palmer-sv

Further Guidance

WWW.savervincent.co.uk

- Expenses and benefits - tax guide 480

- Tax and NI for employee travel - tax guide 490

« OTS - Hybrid and distance working report

Employee and
volunteer taxation
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mailto:Ross.Palmer@sayervincent.co.uk
https://www.linkedin.com/in/ross-palmer-sv/
http://www.sayervincent.co.uk/
https://www.gov.uk/government/collections/expenses-and-benefits-for-directors-and-employees-a-tax-guide-480
https://www.gov.uk/government/collections/tax-and-national-insurance-contributions-for-employee-travel-490
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1123351/OTS_Hybrid_and_distance_working_report_Dec_2022.pdf

	Default Section
	Slide 0: Remote and hybrid working – managing the tax risks
	Slide 1: Agenda
	Slide 2: Employee benefits & expenses

	Travel
	Slide 3: Travel expenses
	Slide 4: What is a permanent workplace?
	Slide 5: Scenario 1
	Slide 6: Scenario 2
	Slide 7: Scenario 3
	Slide 8: What is a temporary workplace?
	Slide 9: Scenario 4
	Slide 10: Example summaries
	Slide 11: What do you need to do?
	Slide 12: Homeworking expenses
	Slide 13: Other expenses/benefits

	Taxable
	Slide 14: Accounting for taxable benefits

	Overseas workers
	Slide 15: Workers based overseas
	Slide 16: PAYE and Income tax - UK
	Slide 17: PAYE and Income tax – Overseas resident
	Slide 18: Other issues
	Slide 19: What about paying via personal company?

	Ending
	Slide 20: Summary
	Slide 21: Contact details


