Appendix E1


Living accommodation
Where an employee is provided with living accommodation the cash equivalent of the value of the accommodation will be treated as an emolument of the employee.  In certain circumstances the provision of accommodation may be exempt from tax.  This exception is known as Representative Accommodation.  If reimbursements are made or running costs are paid by the employer this will constitute a taxable benefit.

Representative Accommodation
Providing the following conditions are satisfied there will be no taxable benefit.

· the accommodation is necessary for the proper performance of the duties of the employment; or

· the accommodation is provided for the better performance of the employee’s duties and is one of the kinds for which it is customary for employers to provide accommodation to employees; or

· there is a special threat to the employee’s security, special security arrangements are in force and he resides in the accommodation as part of those arrangements.

Please Note there has been a change in exceptions by HMRC.
HMRC no longer accept that caretakers and wardens of Sheltered Housing occupy representative accommodation. 
Running Costs.

Where running costs are paid or reimbursed by the employer a taxable benefit also arises and will need to be declared on form P11D. These costs include:

· heating, lighting or cleaning of the premises concerned;

· repairs to the premises, their maintenance or decoration (excluding structural alterations);

· the provision in the premises of furniture or other appurtenances or effects which are normal for domestic occupation.

However there is a maximum charge of 10% of the earnings of the employment excluding these benefits.

Where the payments are the contractual liability of the employer then the benefit should be reported on form P11D but if it is the liability of the employee then National Insurance Contributions must also be deducted.

Beneficial occupation.

Where any employee lives in accommodation provided by the employer which has not been agreed by HM Revenue & Customs as representative accommodation, whether it is rent free or at a rent which is below the gross rateable value, a taxable benefit will arise.

If the property is owned by KCC the cash equivalent of the benefit is:

· Where the original cost of purchase (including the cost of any subsequent improvements) is less than £75,000, the assessable benefit is the gross rateable value less any rent paid by the employee.

· Where the original cost of purchase ( including the cost of any subsequent improvements) is more than £75,000 an additional charge which is the excess over £75,000 multiplied by the official rate of interest for beneficial loans at the beginning of the relevant tax year.

· The calculation of the cash equivalent should be approved by HM Revenue & Customs prior to being reported on form P11D.

If the property is rented by KCC the cash equivalent of the taxable benefit is:

· The annual rent paid by the employer; or if higher

· The gross rateable value of the property

· less any rent paid by the employee

An additional benefit will arise if the original cost (including subsequent improvements) is more than £75,000.
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