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Payroll & Remote Working   CONSIDERATIONS BEFORE YEAR-END

BY SIOBHÁN MAGUIRE

Back in March and 
the first lockdown, 
a lot of employees 
had some imme-
diate dilemmas – 

how to set up a home office, 
where to get the morning cof-
fee and what to do with all the 
commuting time saved? 

On the other hand, employ-
ers’ immediate focus was how 
to limit the inevitable disrup-
tion to business. The focus was 
very much on productivity 
– employers were general-
ly happy to facilitate remote 
working as long as the work 
continued to get done.

In a lot of cases, that will-
ingness to facilitate whatever 
worked extended to allow-
ing employees to work from 
‘home’, even where ‘home’ 
was in another jurisdiction. 
Now here we are in Decem-
ber and the focus has shifted 
to the compliance risks and 
exposures that arise due to 
those arrangements.

Before diving into the 
compliance issues arising, it 
is important to acknowledge 
that remote working has been 

touted as the “future of work” 
for quite some time now – this 
pandemic has merely accel-
erated it. 

There are huge attractions 
to this from an employee per-
spective, and there will be a 
lot of employees now working 
from home who will not want 
to go back to the same work-
ing arrangements as before.

So, while there are chal-
lenges to be overcome, the 
reality is that, in a lot of cases, 
remote working is becoming 
part of normal working ar-
rangements. For those em-
ployers, when it comes to 
compliance, the important 
part is to acknowledge the ex-
istence of the additional com-
plexities due to remote work. 
Once they are acknowledged, 
they can then be managed.

Equally, there are a lot of 
companies that are introduc-
ing policies to manage remote 
working and that should be 
acknowledged too, although 
undoubtedly exceptions to 
those policies will arise.

The following compliance 
risks will form part of the 
thought process in identify-
ing each company’s approach.

Corporate tax: is there a 
potential exposure for 
the Irish company to 
be deemed to have a 
permanent establish-
ment (‘PE’) in another 
jurisdiction by virtue 
of the remote work-
ing arrangement? If 
yes, how should the 
company handle the 
transfer pricing ar-
rangements? Are there 
any knock-on effects for 
reliefs being claimed in Ire-
land, eg R&D credits? Is there 
a separate VAT exposure, even 
where no PE exists?
Payroll reporting: does the 
company have a payroll ob-
ligation in the foreign juris-
diction due to the employee 
working there? The answer 
very much depends on where 
the employee is – different 
countries have different rules 
triggering a payroll reporting 
requirement. Where payroll 
reporting is required, then 
many of the same issues 
mentioned by my colleagues 
elsewhere on this page are 
likely to be relevant in the 
foreign jurisdiction too. It is 
also worth considering the 

impact on Irish payroll re-
porting – must Irish payroll 
reporting continue under the 
new arrangement?
Social security: is social se-
curity due in Ireland or the 
foreign jurisdiction? The so-
cial security treatment does 
not always align with the tax 
treatment and remember 
that it is not just a cost for the 
employee – employer social 
security will be due in which-
ever country the employee 
social security is due.
Immigration: does the em-

ployee have 
the right to 
work in the 
other juris-
diction? If not, 

what are the 
risks for the com-

pany?
Employment law: 

how are health and 
safety assessments of home 

workplaces to be carried out? 
At what frequency if employ-
ment law obligations are to be 
met? What equipment needs 
to be provided to employees to 
ensure the home workplace is 
fit for purpose? If the work-
place is abroad, which coun-
try has jurisdiction over any 
dispute that may arise? If it is 
the foreign jurisdiction, what 
areas of their law differ from 
the Irish equivalent and what 
additional responsibilities 
does the Irish employer have?
Employee expenses: what 
should and can be reim-
bursed? Will Revenue criteria 

for tax-free treatment be met?
Employees’ personal tax 
returns and tax residence: 
likely to be affected if work-
ing abroad. Employers should 
consider alerting employees 
to this.

As you can see, there are a 
lot of potentially tricky issues 
involved, and it is important 
to note too that individu-
al employee circumstances 
will have a large impact on 
the ultimate exposure – the 
employer will need to con-
sider the role of each relevant 
employee in the organisation, 
the location to which that em-
ployee has relocated, and the 
length of time the employee 
will work from that location. 

Any variance in those cir-
cumstances can have a sig-
nificant impact on the em-
ployer’s obligations.

When weighing up the 
compliance issues outlined, 
it is easy to see why some or-
ganisations are introducing 

policies to prevent interna-
tional remote working ar-
rangements. That said, those 
organisations that are making 
it a regular part of working 
life will point to such policies 
when attracting talent, retain-
ing talent and agreeing reward 
packages. The potential is 
there for employment mar-
kets to become truly global 
with all the competitive issues 
that might bring.

Employers should carefully 
consider all of the above.

The various risks can then 
be identified. Ultimately, even 
if an employer is comfortable 
with managing the compli-
ance issues arising, finance 
will need to know what the 
additional cost is likely to be 
– whether that is health and 
safety assessments, expenses, 
additional taxes or employee 
equipment. And don’t forget 
the cost of hiring additional 
HR support to oversee the 
arrangements.

Remote 
working: 
know the 
rules and 
regulations
Ian Prenty, a tax director in Deloitte, 
discusses the compliance issues that 
come with remote working

Left: Ian Prenty, tax director, Deloitte; above: remote working was touted as the ‘future of work’ long before the 
pandemic 
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Several legal reasons 
require an employer 
to operate a payroll. 
The Companies Acts 
require proper books 

and records to be maintained, 
employment law requires 
employees to be provided 
with payslips and tax law 
requires PAYE deductions. 
Clearly, getting it wrong can 
mean both monetary expo-
sures and reputational dam-
age.

But payroll is easy, isn’t it? 
All you need to do is hire an 
in-house payroll operator or 
an external payroll bureau to 
run your payroll, most likely 
using one of the many soft-
ware packages on the market. 
Won’t that do all the work? 

If only life was that simple. 
The reality is that administer-
ing payments to employees 
can be a minefield with many 
tripwires along the way.

So what are the possible 
traps to look out for?

It would take a book to cov-
er all of the potential tripwires 
that payroll entails. 

Some of the common ones 
involve BIK items, taxable ex-
penses, expatriate shadow 
payroll cases, PRSI classes, 
pension contribution limits, 
the treatment of termination 
payments, the temporary 
wage subsidy scheme (TWSS) 

and remote working arrange-
ments.

Pre-year end 
actions
With year-end approaching, 
are there opportunities to do 
something to minimise the 
impact of problematic areas? 
The answer to this is yes. The 
paragraphs below discuss 
some potential actions.

BIK items
In strictness, the correct value 
of BIK items should be put 
through payroll in real-time. 
In practice, the Revenue 

Commissioners recognise 
that this is not always possible. 
They encourage employers 
to review BIK items periodi-
cally, usually quarterly, with 
corrective adjustments to be 
made in the next payroll run.

If you have not been under-
taking such review exercises, 
now is a good time. Adjust-
ments can be made pre-year 
end to get the position for the 
year correct.

Taxable expenses
While most expenses paid to 
employees can be tax-free, 
some items should be taxed: 
for example, certain profes-

sional subscriptions that do 
not meet the Revenue criteria 
for tax-free treatment; and 
mileage that is more than 
the Revenue approved rates. 
Again, now is a good time 
to review expenses and put 
any corrective adjustments 
through payroll.

Expatriate 
shadow payroll 
cases
If your company hosts assign-
ees from a foreign group com-
pany, it is likely that it should 
be accounting for PAYE on a 
shadow payroll basis. Again,  
Revenue recognises that this 
is not always possible in re-
al-time with periodic reviews 
of pay and benefits and cor-
rective adjustments to be un-
dertaken.

To ensure assignees’ year-
end position is correct, and 
to facilitate their tax returns, 
it would be best for such a 
review to be carried out now.

PRSI classes
Regular reviews of PRSI Class-
es are always recommended. 
For example, if an employee 
reached the age of 66 during 
the year, the class should 
switch from Class A to Class 
J. A review now means any 
adjustments can be processed 
via payroll, thereby avoiding 
PRSI reclaims which can be 
time-consuming.

Termination 
payments
Unfortunately, in the current 
environment, redundancies 
are becoming quite common. 

Calculating the applicable tax 
exemptions can be tricky. Care 
needs to be taken in this area. 
Advice on each case is rec-
ommended.

TWSS 
(Temporary 
Covid-19 Wage 
Subsidy Scheme)
More than 50,000 employers 
participated in the TWSS. Giv-
en how quickly the scheme 
was introduced, there was 
a lot of confusion and mis-
takes, particularly in the ear-
ly days. Revenue is currently 
undertaking a reconciliation 
exercise. It is advisable that 
any requests for information 
from Revenue be responded 
to promptly. The temptation 
to leave such work until next 
year should be resisted.

Remote working
Remote working has become 
widespread in the Covid-19 
pandemic environment. Our 
colleague, Ian Prenty, discuss-
es some of the issues that such 
arrangements can give rise to 
in the article above.

Tax-efficient 
items
A question that arises regu-
larly, particularly coming up 
to Christmas, is whether there 
is anything that can save tax 
for employees. Here are a few 
items.

Employee 
pension 
contributions
Employees can make AVCs 

post-year-end, which they 
can claim tax relief for. Al-
ternatively, they can increase 
their regular contribution lev-
els and receive the tax relief 
through payroll, although this 
needs to be done before the 
end of the year.

Tax on the TWSS
While TWSS amounts are tax-
able, and while they were de-
livered to employees through 
payroll, the rules specified 
that tax was not to be deduct-
ed under the PAYE system. 
Employees are supposed to 
account to Revenue directly 
for the tax, with collection to 
happen over several years via 
restrictions to future tax credit 
amounts.

Where an employer agrees 
to pay this tax for an employ-
ee, Revenue have indicated 
that they will not treat the 
payment as a BIK.

Small benefit 
exemption
A once-per-year gift in the 
form of a tangible item or 
voucher worth up to €500 is 
tax-free. 

In light of Covid-19, Rev-
enue relaxed the “once per 
year” condition for awards 
to frontline or other key em-
ployees, so more than one 
award can be made in 2020, 
provided the overall threshold 
of €500 is not breached.

If not already used, em-
ployers should consider this 
exemption now, as while 
there will be a €500 exemp-
tion in 2021, there is no car-
ry forward for unused 2020 
amounts – it’s a case of use 
it or lose it.

The pitfalls and possibilities posed by payroll

When it 
comes to 
compliance, 
the important 
part is to 
acknowledge 
the existence 
of the 
additional 
complexities 
due to remote 
work

Sarah Grange,
payroll manager

Jenny Meade
senior manager

Jenny Meade and Sarah Grange from 
Deloitte’s client payroll bureau shine a light 
on the practical actions that can be taken on 
the payroll front to ensure compliance


