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Overview

There is no prescription in the
labour law regarding removal
expenses and relocation
allowances payable to or on
behalf of an employee that
changes the location of residence
for work purposes. As such,
relocation allowance and removal
expenses incurred by or for an
employee to take up employment
or move to a new employment
location is usually guided by staff
policy or at the discretion of the
employer.

The Personal Income Tax
legislation exempts from tax the
costs associated with an
employee’s move to take up new
employment or relocate to a new
employment location. However,
for such expenses to be exempt,
they must be deemed as
reasonable (which is not defined).

The public notice does not
attempt to provide any guidance
or thresholds on what will be
considered as reasonable. Rather
it seeks to provide clarity on
conditions that must be met for
such expenses to be tax free.

Highlights of the Public
Notice

Legal basis

Section 4 (3)c of the Personal
Income Tax Act (PITA) exempts
reasonable removal expenses
from taxes.

Compliance Requirements

 Reasonable removal expenses
is not taxable in the following
instances, where;

a) the expense must have
been actually incurred;

b) the expenses is of a
reasonable amount;

c) the payment of the
expenses must be
properly documented;
and

d) the movement from one
place to another must be
necessary.

 The following documents
must be kept to substantiate
the removal/relocation
expenses:

a) the name and address of
the employee;

b) the date of the relocation
or removal

c) the reason for the
removal or relocation;

d) the distance (km)
involved; and

e) receipts to vouch the
actual expenses.

 Any amount paid to the
employee as temporary
subsistence allowance which
covers expenses already
incurred by the employer
shall be taxed accordingly.

 In order to obtain certainty
for such removal expenses,
an employer may submit its
staff policy and guidelines
including per diem rates for
pre-approval by the LIRS.

Takeaway

It is the responsibility of an
employer to prove the
reasonableness of expenses
for tax exemption purposes.
Failure to discharge this
convincingly may give rise to
tax liabilities.

We welcome the attempt by
the LIRS to provide clarity on
this controversial issue.
While the public notice does
not seem to totally eliminate
the uncertainty, the scope for
an upfront agreement with
the LIRS reduces the residual
risk.

Subject to materiality,
employers should take
advantage of the opportunity
offered by the LIRS to seek
pre-approval of their removal
expense policy.

LIRS issues clarification on what

constitutes “reasonable removal

expenses” for the purpose of tax

exemption


