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1. Introduction 

 
1.1. The Association of Accounting Technicians (AAT) is pleased to have the opportunity to 

respond to the HM Treasury and HMRC Call for evidence on Employer provided living 
accommodation, released on 9 December 2015 (CFE). 
 

1.2. AAT is submitting this response on behalf of our membership and from the wider public 
benefit of achieving sound and effective administration of taxes. 

 
1.3. AAT has responded in order to add value or highlight aspects that need to be considered 

further. 
 

1.4. AAT has focussed on the operational elements of the proposals and has provided 
opinion on the practicalities of implementing the measures outlined. 

 
1.5. Furthermore, the comments reflect the potential impact that the proposed changes might 

have on SMEs micro and nano-entities, many of which employ AAT members or would 
be represented by our operationally skilled members in practice. 

 
 
2. Executive summary 

 
2.1. AAT members have mixed experiences of dealing with this subject but generally their 

involvement will either be indirectly as a result of their client work with SME and Micro-
businesses or directly for their own employer. 
 

2.2. There is scope for improvement in both the rules for calculating the benefit in kind and 

the guidance for exempt accommodation; and consideration should be given as to 
whether the notion of exempt accommodation remains viable. 

 
2.3. Employers should be required to examine the taxability of living accommodation on a 

case by case basis and not rely on blanket exemptions which encourage manipulation 
and avoidance this would remove scenarios where employers are able to construct 
tenuous job descriptions in order to secure unjustified exemptions (3.8 and 3.30, below). 

 
2.4. The method of valuing accommodation benefit is difficult due to the rateable value 

system being so out of date.  Market rental should be the principal determining factor of 
valuing the benefit in kind, as recommended by the OTS (3.14 and 3.20, below). 

 
 

3. AAT response to the call for evidence on Employer provided living accommodation 
 

Question 1: Why is accommodation provided to employees and how have changes 
in working practice affected this provision? 

 
3.1. Generally speaking, living accommodation is made available to employees because it is 

considered necessary for them to live on the premises due to different factors.  For 
example, a farm manager may need to live on the premises because there are livestock 
present (i.e. for legal reasons).  A curator may need to reside in a stately home because 
there is a security risk if the property is left unoccupied at night.  A publican may reside 
on the premises because he is expected to manage the public house by the brewery, 
which may include out of hours deliveries by draymen.  The head teacher of a boarding 
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school may need to live at the school because there are children present (pastoral and 
legal guardianship). 
 

3.2. Many traditional roles such as farm labouring have been superseded by machinery and 
also many traditional “master-servant” roles have disappeared, people are wealthier and 
wish to purchase their own homes and have access to education and transport.  In 
addition it is often no longer essential for someone to reside on the premises, but each 
case should be examined on its merits as it is likely to be subjective and particular to that 
type of employment. 

 
Question 2: Is accommodation provided to people who are no longer employees 
(because they have retired, have left employment but by agreement can stay in the 
accommodation for a period of time) and why? 

 
3.3. In some circumstances, employees who have retired are still provided with 

accommodation.  This too, however, is now relatively rare due to the cost and availability 
of suitable on-site housing for new incumbents who have a genuine need to reside in 
living accommodation to carry out their work.  As a result most retirees understand that 
they have to move to alternative accommodation when their contract is terminated. 

 
Question 3: Is the accommodation provided always a reflection of what is needed 
for the employee to undertake the role, or is it based on what is available or the 
status of the employee within the company? 

  
Where relevant please provide data and/or examples. 
 

3.4. Most of the time in the modern working environment, the living accommodation reflects 
the need to carry out the duties of the role and is not a reward for services.   
 

3.5. Often, living accommodation is provided as an alternative to a hotel, and the employer 
should have sought HMRC’s agreement around this type of provision to secure an 
exemption.   

 
3.6. In the corporate sector there are often multiple users of a residential property owned or 

rented by the employer as and when they need to work late, be up exceptionally early 
(e.g. lawyers preparing for a court hearing) or to accomplish a particular task (e.g. 
closing a deal/carrying out a merger or acquisition). 
 

3.7. Only rarely is living accommodation provided as a reward rather than as a necessity in 
order to reflect someone’s status and in such cases a living accommodation benefit is 
applied. 

 
Question 4: Do the current categories of accommodation cover the circumstances 
of employers and employees today? Are there arrangements which don’t fit these 
categories? How often are employees provided with “other” accommodation? 

 
3.8. An employee either needs to be provided with living accommodation for a genuine 

business purpose or he does not.  This is a factual assessment which should be decided 
on a case by case basis.  One notable exception would be where an employee has a 
disability and requires a specific type of living accommodation. 
 
Question 5: Are there any other circumstances when employers provide 
accommodation to employees – for example, do they ever share the purchase of a 
property? 
 

3.9. Only in very exceptional circumstances would an employer and an employee share the 
purchase of a property except in some close company situations.  Anti-avoidance 
legislation exists to address the provision of living accommodation to a director of a close 
company.   
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3.10. It is more likely that a Self-invested Personal Pension, or other pension, fund might 
purchase a property for a director to live in.  In such circumstances a taxable benefit in 
kind would still nevertheless accrue if the company was close, whether it was considered 
necessary for him to live there or not. 

 
Question 6: In your business/profession/sector, how many (or what proportion of) 
employees receive accommodation? Are there any roles which always have 
accommodation provided, or particular types of employment, or roles within a 
sector which always provide accommodation? 

  
Where relevant, please provide data and/or examples. 
 

3.11. AAT is responding to question 6 as a membership organisation and for wider public 
interest:  Typically, farm managers, publicans, headmasters of boarding schools and 
some other teachers within the boarding school environment are amongst the most 
common to always have accommodation provided.   
 

3.12. In addition business sectors where livestock or residential arrangements are in place, 
e.g. childrens’ homes usually have a legal requirement for a 24 hour presence. 

 
Question 7: When accommodation is provided to employees, is it usually owned or 
rented by the employer? Does this vary across different types of employment? 
 

3.13. Whether the property is owned or rented depends entirely on the employer, the assets 
held within the business and the needs of the business at the time, which can fluctuate.  
It is difficult to say what is “usual” as it varies for different types of employment. 

 
Question 8: How easy is it for employers or tax advisers to calculate the taxable 
value of accommodation provided to employees? How often are values sought 
from the District Valuer? How easy is that to do? 
 

3.14. The opinion of the District Valuer is not necessarily based on the reality of the situation 
and it is unusual for many employers to seek out this opinion.   
 

3.15. Instead many employers obtain market valuations from a local estate agent, if renting, or 
the most recent sale price if purchasing.   

 
3.16. In addition, the Gross Rateable Value is an outdated concept and is usually formulated 

from an educated guess by most employers and tax advisers based on the property’s 
value, market rent and utility costs. 
 
Question 9: What proportion of employees provided with accommodation pay rent 
for their accommodation? How much rent do they pay (proportionate to the value 
of the benefit)? How is the value paid as rent calculated (do employers reference 
the market value for example?) 
 

3.17. The proportion of employees that contribute towards the property provided by their 
employer depends entirely on the specific arrangements between the employer and the 
individual.  
 

3.18. Some employers charge all of their employees a nominal (discretionary) rent. While 
others seek to extinguish the benefit in kind charge through requiring the payment of a 
market value rent; others charge no rent at all.   

 
3.19. In contrast other employers have different arrangements for different workers within the 

same business.  
 
Question 10: Do you agree that using market rental value would provide a 
simplification to the tax rules on provided living accommodation? How could such 
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a system work and what would be the impacts on both employers and employees? 
Please provide reasons, including data/examples. 
 

3.20. As market rent is often used anyway as a sensible measure for calculating living 
accommodation benefit for rented property, it would seem to be the most sensible way 
forward.   
 

3.21. For asset properties, it would seem to be a fairer method because some of the market 
values of properties traditionally occupied by workers have risen in value exponentially 
over the last 30 years and the resultant benefit in kind is prohibitive if calculated properly. 

 
3.22. AAT does not have access to relevant data to support its response in 3.20 and 3.21 

(above). 
 
Question 11: Are there other ways to simplify how the taxable value of living 
accommodation is calculated? 
 

3.23. If all taxable living accommodation was taxed using the market rent value, regardless of 
whether the property was owned or rented by the employer, this would remove the need 
to value owned property, the need to calculate additional values over £75,000 and the 
need to calculate the cost of improvements to the property.   
 

3.24. AAT considers that the market value calculation would be simpler, employers would 
understand it better and employees would benefit from a fairer, more transparent 
process. 
 
Question 12: Are there situations where employees, despite having very similar 
roles are treated differently for tax purposes because of the way that the rules 
currently work? Please provide examples. 
 

3.25. There are situations where employees treated differently for tax purposes despite having 
very similar roles. 
 
Example: 
A job description, in a particular sector conveys a taxable benefit whereas a similar role 
described differently does not.  For instance stable lads in racing stables are treated 
differently to stable lads in other kinds of stables which do not specifically carry out horse 
racing.  The roles are virtually identical, but one benefits from an exemption due to the 
wording being too restrictive. 
 
Question 13: What circumstances exist today where accommodation is needed in 
order to do a job? Why is the accommodation needed? For example, is it purely 
about the job itself (the duties), or, to comply with legal requirements, or because 
of the location of the job? Please provide examples. 
 

3.26. Please refer to our response to question 6 (3.11 – 3.12, above). 
 
Question 14: Is it appropriate that certain accommodation is completely exempt 
from tax? How can we create a balance between the need for accommodation to 
be provided to enable a job to be performed and the advantage gained by that 
provision? 
 

3.27. Now that employees are (from April 2016) required to be paid the living wage, it would 
seem fair that some form of taxable benefit should be imposed regardless of whether an 
employee has to live in the accommodation to properly perform his duties or it is 
essential he lives there, or whether it is simply convenient for him to do so.   
 

3.28. Employees are, after all, free to choose where they work and do not have to accept jobs 
which ‘bind’ them to their employer any longer.  It may therefore be the case that 
traditionally exempt roles can no longer justify exempt status.   
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3.29. In such instances, especially where the workers are low paid, HMRC could impose a 

nominal benefit in kind which either the employee could extinguish so as to be exempt 
from taxation, or the employer could pay the tax on his behalf, using a PAYE Settlement 
Agreement. 
 

3.30. Ultimately, if it is decided that a form of exemption should remain rather than taxing all 
living accommodation, AAT considers a case-by-case set of checks should be carried 
out to determine whether an employee is to be taxed on living accommodation or 
exempted from it.  

 
3.31. The “necessary test” is capable of being manipulated; it is practically impossible for 

employers to establish beyond doubt that they are placing an employee in customarily 
provided accommodation for the better performance of his duties as they do not have 
that knowledge to hand, which puts them at an immediate disadvantage when 
negotiating with HMRC. 

 
3.32. The current list of traditionally acceptable exempt roles ought to be discarded in favour of 

a case by case test which does not accept a blanket exemption for a particular 
occupation as it cannot be the case that all employees carrying out a certain role are in 
exactly the same circumstances.  

 
Question 15: Are there any “representative occupiers” who would not fit within the 
current statutory exemptions? If yes, please provide details of the employment 
and job role. 

 
3.33. Living accommodation should be exempt only if an employee and the role they occupy 

satisfy the specified criteria for exemption as laid down.   
 

3.34. AAT would expect to see new rules which require employers to re-assess the role 
regularly (say every year to two years) and apply the exemption only if it remains valid. 

 
Question 16: To what extent do employees/different types of employment rely on 
the current rules and exemptions? Where employees live in accommodation which 
is currently exempt, what is the value of the exemption to them? 
 

3.35. It is likely an employee places little or no value on the exemption from living 
accommodation benefit.  It is not something they need to consider as it does not affect 
them negatively, in a financial sense. Although they will have been made aware at the 
outset of their employment that they were being provided with a rent-free dwelling.  It is 
likely that they simply see it as part of their remuneration package. 
 

3.36. It is likely, however, from the employer’s point of view, that the provision of exempt living 
accommodation is seen as a necessary part of attracting and retaining a certain person 
to occupy a certain role.   

 
3.37. It may be the case that the job-role on offer does not attract a huge salary and through 

the necessity for a worker to “live in”, the exemption makes the job more attractive.  This 
may have changed now that the Living Wage is coming into force and may well have 
applied with the National Minimum Wage before it, in that it is no longer possible to 
exploit workers by paying them a small financial reward in favour of free housing. 
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4. Conclusion 

 
4.1. AAT’s view is that employers should be required to examine the taxability of living 

accommodation on a case by case basis and not rely on blanket exemptions which 
encourage manipulation and avoidance (3.8, 3.30, 3.32, above). 

 
4.2. The method of valuing accommodation benefit is difficult due to the rateable value 

system being so out of date so AAT recommends that market rent should be the principal 
determining factor of valuing the benefit in kind (3.14, 3.20, 3.23, above). 

 
 
5. About AAT 
 

5.1. AAT is a professional accountancy body with over 49,700 full and fellow members
1
 and 

85,500 student and affiliate members worldwide. Of the full and fellow members, there 
are over 4,200 members in practice who provide accountancy and taxation services to 
individuals, not-for-profit organisations and the full range of business types. 

 
5.2. AAT is a registered charity whose objectives are to advance public education and 

promote the study of the practice, theory and techniques of accountancy and the 
prevention of crime and promotion of the sound administration of the law. 

 
 

6. Further information 
 

If you have any questions or would like to discuss any of the points in more detail then please 
contact AAT at: 

 
email: consultation@aat.org.uk and aat@taxpolicyadvice.com  

 
Telephone: 020 7397 3088  

 
Aleem Islan 
Association of Accounting Technicians 
140 Aldersgate Street 
London 
EC1A 4HY  

 
 

                                                      
1
 Figures correct as at 31 Dec 2015 
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