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Taxation Ruling

Income tax and fringe benefits tax: Members of
Parliament — allowances, reimbursements, donations
and gifts, benefits, deductions and recoupments

Preamble

The number, subject heading, Class of person/arrangement, Date of
effect and Ruling parts of this document are a 'public ruling’ for the
purposes of Part IVAAA of the Taxation Administration Act 1953 and
are legally binding on the Commissioner. The remainder of the
document is administratively binding on the Commissioner. Taxation
Rulings TR 92/1 and TR 97/16 together explain when a Ruling is a
public ruling and how it is binding on the Commissioner.

[Note: This is a consolidated version of this document. Refer to the
Tax Office Legal Database (http.//law.ato.gov.au) to check its
currency and to view the details of all changes.]

What this Ruling is about

Class of person/arrangement

1. This Ruling applies to Members of the Commonwealth House
of Representatives and of the Senate, Members of State Legislative
Assemblies and Legislative Councils, Members of the Northern
Territory and Australian Capital Territory Legislative Assemblies, and
Ministers of the Crown (Ministers), collectively referred to in this
Ruling as Members.

2. This Ruling deals with:

(a) the assessability of allowances and reimbursements
received by Members;

(b)  the assessability of donations and gifts received by
Members;

(©) the assessability of the benefits received under frequent
flyer programs;

(d)  the taxation treatment of life gold passes and severance
passes used by Members;
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(e) the deductibility of losses or outgoings commonly
claimed by Members; and

® the recoupment of deductible expenses.

3. The Ruling also discusses paragraphs 26(e) and 26(eaa) of the
Income Tax Assessment Act 1936 (ITAA 1936) and whether
deductions are allowable or are specifically excluded (or limited)
under subsection 26-20(1); section 8-1, 25-60, 26-30 or 26-45;
Division 32, 34 or 42 of the Income Tax Assessment Act 1997 (ITAA
1997"); or section 51AGA or 51AH of the ITAA 1936.

4. This Ruling is confined to the taxation treatment of
transactions arising from a Member’s Parliamentary, electoral, party
or portfolio activities referred to in this Ruling as ‘work-related’
activities.

Cross reference table of provisions

5. A reference to a provision in the ITAA 1997 should be read as
a reference to any equivalent provision in the ITAA 1936. The
following table cross references the provisions of the ITAA 1997 to
the corresponding provisions of the ITAA 1936.

ITAA 1997 ITAA 1936
Subject 1997-98 and later 1996-97 and earlier

Ordinary income section 6-5 subsection 25(1)
Ordinary deductions section §8-1 subsection 51(1)
Rates or taxes sections 8-1, 20-20, subsection 51(1),

20-40 section 72
Assessable recoupments | section 20-20 sections 69, 72, 74
Tax-related expenses section 25-5, 20-25 section 69
Election expenses sections 25-60, 20-20, section 74

20-35
Election expenses do section 25-70 section 74B
not extend to
entertainment
Penalty expenses section 26-5 subsection 51(4)
HECS and student subsection 26-20(1) subsection 51(6)
assistance

' All further legislative references in this draft Ruling are to the ITAA 1997, unless
otherwise stated.
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Relative travel expenses | section 26-30 section S1AG

Related entities section 26-35 section 65
Recreational club section 26-45 subsection 51AB(4)
expenses

Entertainment expenses | Division 32 section S1AE
Deduction for section 32-5 subsection S1AE(4)
entertainment

Non compulsory Division 34 section S1AL

uniform

Occupational specific
clothing

subsection 34-20(1)

subsection S1AL(26) in
part

Car depreciation limit section 42-80 section STAF

Depreciation rate sections 42-125, section 55
42-130, 42-135

Reducing depreciation subsection 42-170(1) section 61

deductions

Substantiation Division 900 Schedule 2B

Meaning of work
expense

subsection 900-30

Division 2 of Schedule
2B

Written evidence

Subdivision 900-E

Division 5 of Schedule
2B

Relief from effects of
failing to substantiate

Subdivision 900-H

Division 8 of Schedule
2B

Definitions

section 995-1

subsection 6(1)

Previous Rulings

6. Taxation Rulings IT 2331 and IT 2532 are withdrawn. To the
extent that our views in these Rulings still apply, we have
incorporated them in this Ruling.

7. Taxation Ruling IT 2258 is withdrawn except insofar as it
applies to expenses incurred in contesting an election for membership
of a local governing body. To the extent that our views in that Ruling
still apply to Members, we have incorporated them in this Ruling.
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Ruling

Allowances

8. A payment is an allowance when a Member is paid a definite
predetermined amount to cover an estimated expense. It is an amount
contributed towards an expected expense, and is made regardless of
whether the Member incurs the expected expense. The spending of
the allowance is at the complete discretion of the Member.

9. The receipt of an allowance does not, in itself, entitle a
Member to a deduction (see paragraphs 91 to 93).

10. Members commonly receive the following types of
allowances, in addition to their Parliamentary ‘salaries’ (see
paragraphs 42 to 45). Particular allowances may vary depending on
the Parliament in which a Member serves.

. Committee allowance

. Daily expense allowance

. Electorate allowance

. Expense or entertainment allowance

. Opposition spokespersons’ allowance

. Postage allowance

. Printing and stationery allowance

. Private vehicle allowance/motor vehicle allowance
. Telephone allowance

. Travel allowance.

Assessability of allowances

11. Members should return allowances (and Parliamentary
‘salaries’), with the exception of those allowances referred to at
paragraph 12, as assessable income. The fact that members may claim
certain deductions in respect of losses or outgoings arising from the
activity to which the allowance is directed does not affect
assessability.

12. The exception applies where:

(1) a Member receives a domestic travel allowance or an
overseas travel allowance for food, drink or incidentals;
and
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(i1) the deductible expenses incurred are equal to, or
greater than, the amounts considered reasonable by the
Commissioner for substantiation purposes; and

(iii))  the Member chooses not to claim deductions for
relevant expenses in his or her income tax return.

In these circumstances, the member need not include the amount of
the allowance in assessable income (see Administrative
arrangements applicable to travel allowances, paragraphs 57 to 64).
See, also, Travel expenses covered by an annual entitlement,
paragraphs 323 to 325.

Reimbursements

13. If a Member is compensated for an expense already incurred,
the payment is a reimbursement (paragraphs 65 to 70).

14.  If a reimbursement of a deductible expense is a fringe benefit
under the Fringe Benefits Tax Assessment Act 1986 (FBTAA), any
deduction otherwise allowable to a Member is reduced by the amount
of the reimbursement (section 5S1AH of the ITAA 1936). The amount
reimbursed does not form part of a Member’s assessable income.

15. Where a non-deductible reimbursement is a fringe benefit, the
entity that makes the reimbursement may be subject to fringe benefits
tax (FBT) (e.g., refund of child care expenses). The amount
reimbursed does not form part of a Member’s assessable income.

16. If a Member receives a payment in respect of motor vehicle
expenses that is based on the distance travelled by the motor vehicle,
e.g., cents per kilometre, the amount is to be included in the Member’s
assessable income under paragraph 26(eaa) of the ITAA 1936.

17. Where a reimbursement is a ‘recoupment’, as defined in
section 20-25, and the recoupment is for a loss or outgoing of a kind
specified in section 20-30, the amount recouped forms part of a
Member’s assessable income (see Recoupment of deductible
expenses at paragraph 28).

18. If a member receives a payment for an estimated expense, we
consider the amount received by the Member to be an allowance, not a
reimbursement (see Allowances, paragraphs 8§ to 12).

Donations and gifts

19. A donation or gift does not form part of a Member’s assessable
income where it is given for personal reasons unconnected with any
work-related activities of the Member. However, if a donation or gift
is made because of, in respect of, for, or in relation to, his or her work-
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related activities, the donation or gift forms part of the Member’s
assessable income (paragraphs 71 to 78).

20. If a donation or gift to a nominated Member is channelled
through a political party (including a donation or gift to a fund
established by the political party) on the basis that the party will pass
it on to that Member, the gift is assessable to the Member at the time
the political party receives the donation or gift (paragraphs 79 to 81).

Frequent flyer programs

21. Benefits that arise under a standard frequent flyer program do
not form part of a Member’s assessable income (paragraphs 82 and
83).

Life gold passes and severance passes

22. On ‘retirement’ from Federal Parliament, Members may be
issued with either a Life Gold Pass or a Severance Pass which may
entitle the holder of the pass and his or her spouse to travel benefits.
Similar travel entitlements are available for Members of State and
Territory Parliaments.

23. We consider that the issuing of a Life Gold Pass or Severance
Pass has no income taxation implications. The value of travel benefits
received through the use of these passes does not form part of either a
Member’s or a Member's spouse’s assessable income. However,
travel benefits received from the use of a Life Gold Pass or Severance
Pass are residual fringe benefits and the provider of the pass may be
subject to fringe benefits tax when the passes are used for travel
(paragraphs 84 to 88).

General deductions
24, A deduction is only allowable if a loss or outgoing:
(a) is actually incurred (paragraph 90);
(b) meets the deductibility tests (paragraph 91 to 93); and

(© satisfies the substantiation rules, where applicable

(paragraphs 46 to 56).
Apportionment
25. Losses or outgoings are not deductible to the extent to which

they are not incurred in gaining or producing assessable income, are
losses or outgoings of capital, or of a capital, private or domestic
nature, or are incurred in relation to the gaining or production of
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exempt income. A loss or outgoing may, therefore, need to be
apportioned between deductible and non-deductible components
(paragraph 94).

Losses or outgoings actually incurred

26. A deduction is only allowable for losses or outgoings actually
incurred by a Member (paragraph 90)

Does paragraph 8-1(1)(b) apply to losses or outgoings incurred by
a Member?

217. We consider that a Member’s activities cannot be characterised
as a business carried on for the purpose of gaining or producing
assessable income. Therefore, claims for deduction of losses and
outgoings incurred in the course of gaining or producing assessable
Parliamentary remuneration may only be considered under paragraph
8-1(1)(a) (paragraphs 95 to 112).

Recoupment of deductible expenses

28. Specific provisions operate to include in assessable income
amounts received as recoupment of certain losses or outgoings
allowed, or allowable as deductions, such as election expenses. The
effect of these provisions is that, where there is a specified
‘recoupment’ in respect of specified losses or outgoings, the amount is
to be included in assessable income (paragraphs 113 and 114). (See,
also, Reimbursements at paragraphs 65 to 70.)

Work-related expense claims

29. We discuss below commonly encountered work-related
expenses incurred by Members, and the extent to which they are
allowable as deductions.

Bank fees

A deduction is allowable, as a work-related expense, for
Financial Institutions Duty that relates to Parliamentary
remuneration deposited in a Member’s bank account(s). A
deduction is also allowable for government duty tax or debits
tax charged on any outgoing from a Member’s account, to the
extent to which the outgoing is an allowable deduction (see
Taxation Ruling IT 2084).
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Briefcases, calculators and electronic organisers:

A deduction is allowable for the work-related portion of
depreciation on these items (see Depreciation of equipment,
paragraphs 141 to 152).

Child Care:

A deduction is not allowable for child care expenses
(paragraphs 118 to 120).

Clothing:

A deduction is not allowable for the cost of conventional
clothing and footwear (paragraphs 121 to 123).

Laundry and maintenance:

A deduction is not allowable for the cost of cleaning and
maintaining conventional clothing (paragraphs 124 and 125).

Club membership fees:

A deduction is not allowable for recreational club membership
fees. However, a deduction is allowable for fees paid for
Airport Lounge membership to the extent to which they are
incurred on work-related activities (paragraph 126).

Community group membership fees:

A deduction is not allowable for membership fees of a
community group unless there is a direct connection between a
Member’s work-related activities and the Member’s
involvement with the community group, and the fees are not of
a private nature (paragraphs 127 to 129).

Computers and software:

A deduction is allowable for depreciation on the cost of
computers, modems and related software and hardware to the
extent to which they are used by a Member for work-related
purposes. An item bought on or after 1 July 1991 can be
depreciated at the rate of 100% if its cost is $300 or less, or its
effective life is less than 3 years (paragraphs 130 to 133).

If a member buys software separately from a computer, in the
period 1 July 1991 to 11 May 1998, a deduction for the full
cost of the software is allowable (under the general deduction
provisions) in the year in which the member purchases it. The
member must apportion the deduction, if applicable, between
work-related and private use (see Depreciation of equipment,
paragraphs 141 to 152).
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The cost of software purchased for more than $300, on or after
10 a.m. Australian Eastern Standard Time (AEST) on 11 May
1998, must be amortised either at the rate of 40% over two and
a half years, or the life of the software licence, whichever is
shorter.

Conferences, seminars and training courses:

A deduction is allowable for the cost of attending conferences
and seminars if the expense is directly connected to a
Member’s work-related activities (paragraphs 134 to 140).

Depreciation of equipment:

A deduction is allowable for depreciation to the extent of the
work-related use of the equipment. A member can depreciate
an item of equipment bought on or after 1 July 1991 at a rate
of 100% if it costs $300 or less, or if its effective life is less
than three years (paragraphs 141 to 152).

Donations, gifts and contributions:

A deduction is allowable under Division 30 of the ITAA 1997
for gifts of $2 or more to listed or approved recipients, or
under section 8-1 in respect of donations, gifts, contributions
to constituents and organisations where the outgoings are
directly connected with a Member’s work-related activities
and they are not private or domestic in nature (paragraphs 153
to 155). (See, also, Party membership fees, levies and
donations, paragraphs 257 to 259.)

Driver’s licence:

A deduction is not allowable for the cost of acquiring or
renewing a driver’s licence (paragraphs 156 and 157).

Election expenses:

A deduction is allowable for expenses incurred in contesting
an election for Membership, of the Federal or a State
Parliament, or the Legislative Assembly of the Northern
Territory or the Legislative Assembly for the Australian
Capital Territory (paragraphs 158 to 173).

Entertainment expenses:

A deduction is not allowable for the cost of providing
entertainment (food and drink) except where it is incurred in
providing entertainment for the public at large.
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A deduction is allowable for the cost of providing light
refreshments in the nature of morning and afternoon teas to
staff and visitors (paragraphs 174 to 181).

Expenses incurred in the transitional period before a
Member takes his or her seat:

A deduction is not allowable for any losses or outgoings
incurred by Members ‘elect’ prior to the date on which they
take their seats because any connection that might exist
between them and the income producing process is too remote
(paragraphs 182 to 184).

Fares:

A deduction is allowable for the cost of using public transport
for work-related travel.

Fines:

A deduction is not allowable for fines imposed under a law of
the Commonwealth, a State, a Territory or a foreign country,
or by a court (see Taxation Ruling TR 93/25).

Functions and presentations:

A deduction is allowable for the cost of attending functions
where the role of a Member requires attendance at the function
(paragraph 185 to 191). A deduction is not allowable if a
Member is attending a purely social function (see
Entertainment expenses, paragraphs 174 to 181).

A deduction is not allowable for the cost of goods, such as
food and clothing, purchased at fetes and fairs.

A deduction is allowable for the cost of prizes donated and
presented at functions where there is a direct connection with a
Member’s work-related activities.

Attendance on behalf of a Member:

A deduction is allowable for costs incurred by a Member who
is represented by another person at functions, presentations
and Parliamentary, electoral or party meetings. However, a
deduction is not allowable for costs that would not have been
deductible to the Member had he or she attended personally
(paragraphs 192 and 193).
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Glasses/contact lenses:

A deduction is not allowable for the cost of buying
prescription glasses, contact lenses or sunglasses, because
these expenses are private or domestic in nature.

Grooming:

A deduction is not allowable for grooming expenses, for
example, hairdressing and make-up, as such expenses lack the
essential character of expenses incurred in gaining or
producing a Member’s Parliamentary remuneration
(paragraphs 194 to 196).

Guard dogs:

A deduction is not allowable for losses or outgoings incurred
in maintaining guard dogs for the protection of a Member and
his or her family (see Security costs, paragraphs 282 to 284).

Home office expenses:

A deduction is allowable for running expenses related to a
private study, or other room, to the extent to which it is used
for work-related activities (paragraphs 197 to 205).

Insurance of equipment:

A deduction is allowable for the cost of insurance of
equipment to the extent of its work-related use (paragraphs
206 and 207).

Interest on loan to purchase equipment:

A deduction is allowable for interest on money borrowed to
finance the purchase of equipment to the extent to which the
equipment is used for work-related purposes (paragraphs 208
and 209).

Internet access:

A deduction is allowable for the ‘time usage cost’ of
researching work-related matters on the Internet. This
includes the work-related portion of the service provider
recurrent costs or costs associated with accessing web sites.
Installation and connection costs of an Internet environment
are not allowable deductions (paragraphs 210 and 211). (See,
also, Telephones, answering machines, pagers, beepers and
other telecommunications equipment expenses, paragraphs
296 to 303.)
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Laundry and maintenance of clothing, etc:

A deduction is not allowable for the cost of laundry and
maintenance of clothing and footwear (see Clothing,
paragraphs 124 and 125).

Legal expenses:

A deduction is allowable for legal expenses incurred by a
Member in defending the day-to-day activities through which
he or she gains or produces assessable income (work-related
activities), if the losses or outgoings are not capital, private or
domestic in nature. Where legal proceedings stem from
activities that could not reasonably be regarded as being part of
the work-related activities of a Member, the losses or
outgoings are not allowable deductions (paragraphs 212 to
221).

Maintaining a private residence:

A deduction is not allowable for the cost of maintaining a
Member’s private residence.

Meals:

A deduction is not allowable for the cost of meals eaten during
a normal working day (paragraphs 222 to 227). A deduction is
not allowable for the cost of providing meals to visitors or
guests (see Entertainment expenses, paragraphs 174 to 181).
A deduction is allowable if meal costs are incurred by a
Member who travels away from home overnight on work-
related activities (see Travel expenses, paragraphs 307 to 343).

Motor vehicle and other transport expenses:

Transport expenses include public transport fares and running
costs associated with using motor vehicles, motor cycles,
bicycles, etc., for work-related travel (paragraphs 228 to 230).
These expenses do not include accommodation, meals and
incidental expenses incurred in undertaking work-related travel
involving an overnight stay away from a Member’s residence
(see Travel expenses, paragraphs 307 to 343). We consider
the treatment of motor vehicle and other transport expenses
incurred by a Member when travelling below.

Travel between home and a normal place of work:

A deduction is not allowable for the cost of travel between
home and the normal work place. This outcome is not altered
by the performance of incidental tasks en route, or if the travel
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is outside normal working hours, or includes a second or
subsequent trip (paragraphs 231 to 235).

Travel between two separate work places:

A deduction is allowable for the cost of travelling directly
between two separate work places (paragraph 236).

Travel from a normal work place to an alternative work place
and back to a normal work place, or directly home:

A deduction is allowable for the cost of travelling directly
between a normal work place and an alternative work place. A
deduction is also allowable for the cost of travel from an
alternative work place back to a normal work place or directly
home (paragraphs 237 and 238).

Travel from home to an alternative work place and then to a
normal work place, or directly home:

A deduction is allowable for the cost of travel from home to an
alternative work place and then on to the normal work place or
directly home (paragraphs 239 and 240).

Automobile Association/Club membership fees:

The annual road service fee is taken into account in calculating
the deduction allowable if a Member uses either the log book
method or one-third of actual expenses method to claim work-
related car expenses (paragraphs 241 and 242).

Calculation of motor vehicle depreciation balancing
adjustment:

A depreciation balancing adjustment may be necessary on the
disposal of a motor vehicle that a Member owns and uses for
work-related purposes (see Taxation Ruling IT 2493 and
paragraph 243).

Car wash expenses:

The cost of cleaning a vehicle is taken into account in
calculating the deduction allowable if a Member uses either
the log book method or one-third of actual expenses method to
claim work-related car expenses (paragraph 244).

Depreciation cost limit for motor vehicles:

Section 42-80 imposes a limit on the depreciable cost base of
motor vehicles (including four-wheel drive vehicles)
(paragraph 245).
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Car provided by ‘employer’:

A deduction is not allowable for car expenses incurred by a
Member if:

(a) an ‘employer’ provides the car (see Role of a
Member, paragraph 35 - 41) for the exclusive
use of the Member and/or their relatives; and

(b) the Member and/or his or her relatives are
entitled to use the car for private purposes (see
section 51AF of the ITAA 1936 and paragraphs
246 and 247).

Parking fees and tolls:

A deduction is allowable for bridge tolls, road tolls and
parking fees (but not fines) paid by a Member while travelling
on, or for, work-related purposes (paragraph 248).

Newspapers:

A deduction is allowable for the cost of newspapers to the
extent to which a Member uses them for work-related purposes
(paragraphs 249 to 256).

Party membership fees, levies and donations:

A deduction is allowable for compulsory membership
subscriptions and levies paid to retain membership of a
political party. A deduction may also be allowable, up to a
maximum of $1,500 in any one income year, for donations of
$2 or more made to certain political parties, independent
candidates and independent Members ** (paragraphs 257 to
259).

**Note proposed legislation (These comments do not form
part of the Ruling and are provided to alert readers to a
potential legislative change).

Patron expenses:

A deduction is allowable for expenses incurred in being a
patron of an organisation where the outgoings are directly
connected to a Member’s work-related activities and they are
not of a private or domestic nature (paragraphs 260 and 261).

Professional library:

A deduction is allowable for depreciation of a professional

library to the extent of its work-related use. The content of
reference material must be directly relevant to work-related
activities (paragraphs 262 to 266).
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Raffle ticket expenses:

A deduction is allowable for the cost of raffle tickets where a
Member incurs the expenditure as a consequence of his or her
participation in work-related functions and activities.

A deduction is not allowable for the cost of raffle tickets where
the expenditure is incurred in situations where the Member is
merely attending a function or activity in his or her private
capacity (paragraphs 267 to 273).

Raffle prizes:

The value of any prizes won does not form part of a Member’s
assessable income (paragraph 274).

Relocation expenses:

A deduction is not allowable for expenses incurred when a
Member moves from a residence in one location to another
location (paragraphs 275 to 279).

Repairs to equipment:

A deduction is allowable for the cost of repairs to equipment to
the extent that the equipment is used for work-related purposes
(section 25-10) (paragraphs 280 and 281).

Security costs:

A deduction is not allowable for the cost of installing a
security system at a Member’s residence. However, a
deduction is allowable for the depreciation and maintenance of
a security system installed in a Member’s electorate office
where a Member incurs the costs of installation and
maintenance. A deduction is also allowable for the
depreciation and maintenance of a security system installed in
a second property to the extent to which that property is used
by a Member for accommodation purposes on work-related
travel involving an overnight stay away from his or her
residence (paragraphs 282 to 284).

Self-education expenses:

A deduction is allowable for the cost of self-education if there
1s a sufficient connection between the course of education and
the work-related activities of a Member. Self-education costs
can include fees, travel, books, and equipment (paragraphs 285
to 288). See, also, Taxation Ruling TR 98/9.
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Limit on deductibility:

In some circumstances, the amount allowable under section
8-1 will need to be adjusted (see paragraphs 289 to 291).

Stationery:

A deduction is allowable for the cost of stationery, log books,
diaries, etc., to the extent to which a Member uses them for
work-related purposes.

Technical or professional publications:

A deduction is allowable for the cost of buying, or subscribing
to, journals, periodicals and magazines that are not general in
nature and have a content specifically connected to a
Member’s work-related activities (paragraphs 292 to 295).

Telephones, answering machines, pagers, beepers and other
telecommunications equipment expenses:

A deduction is allowable for the work-related portion of the
rental cost (paragraphs 301 and 302), or depreciation of these
items (see Depreciation of equipment, paragraphs 141 to 152).

Cost of calls:

A deduction is allowable for the cost of work-related calls
(paragraphs 296 to 298).

Installation or connection costs:

A deduction is not allowable for the cost of installing or
connecting a telephone, etc., (paragraphs 299 and 300).
Rental Costs:

A deduction is allowable for a proportion of private home
telephone/equipment rental costs where a Member can
demonstrate that he or she has a work-related need to use their
private telephone equipment outside normal ‘office’ hours
(paragraphs 301 and 302).

Unlisted telephone number:
A deduction is not allowable for the cost of obtaining an
unlisted telephone number (paragraph 303).

Trade, business or professional association fees:

A deduction is allowable for annual fees paid to associations to
the extent to which the fees relate to a Member’s work-related
activities. A deduction is not allowable for joining fees or for
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contributions to staff social clubs or associations. Where the
services provided by an association do not directly relate to a
Member s work-related activities, the deduction for any
income year is limited to $42 in respect of any one association
(paragraphs 304 to 306).

Travel expenses:

A deduction is allowable for the cost of travel (fares,
accommodation, meals and incidentals) incurred by a Member
on work-related travel (paragraphs 307 to 343). Special
substantiation rules apply to travel allowance expense claims
(see Substantiation rules, paragraphs 46 to 56).

Travel expenses covered by a travel allowance:

A deduction is allowable for travel expenses that are covered
by a travel allowance, provided the tests for deductibility and
the substantiation rules are satisfied. However, where the
claim for deductible travel allowance expenses does not
exceed amounts considered reasonable by the Commissioner,
substantiation is not required (paragraphs 313 to 320). The
receipt of an allowance does not automatically entitle a
member to a deduction for travel expenses.

Travel expenses not covered by a travel allowance:

A deduction is allowable for travel expenses incurred that are
not covered by a travel allowance, provided the tests for
deductibility and the substantiation rules are satisfied
(paragraphs 321 and 322).

Travel expenses covered by an annual entitlement:

A deduction is allowable for travel expenses that are covered
by an annual entitlement, provided the tests for deductibility
and the substantiation rules are satisfied (paragraphs 323 to
325).

Accompanying relatives travel expenses:

Section 26 -30 may affect the deduction allowable for the cost
of travel attributable to relatives accompanying a Member on
work-related travel (paragraphs 326 and 327).

Second property not used as a Member’s residence:

A deduction is allowable for expenses of a non-capital nature,
and for depreciation of plant, where the property is not
properly regarded as a second residence. However, the
deduction is limited to the extent to which the expenditure is
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incurred in respect of a property that is used by a Member for
work-related travel purposes on overnight stays away from his
or her residence, and the expenditure is not private or domestic
in nature (paragraphs 328 to 336).

Second residence expenses:

A deduction is not allowable for the costs of maintaining a
property that is used as a second residence (paragraphs 337 to
343).

Wages:

A deduction is allowable for the cost of wages paid for
services rendered to assist a Member to carry out his or her
work-related activities, provided the expenditure is not private
or domestic in nature (paragraphs 344 and 345).

Related entity:

A deduction is not allowable to the extent to which a payment
of wages to a relative, exceeds the amount considered
reasonable (paragraphs 346 to 348).

Watches:

A deduction is not allowable for the cost of purchasing,
repairing or maintaining a watch (paragraphs 349 and 350).

Date of effect and application

30. This Ruling applies to years of income commencing both
before and after its date of issue. The only exceptions are our views
on the deductibility of travel and newspaper expenses, which apply
only to the 1999-2000 year of income and subsequent income years.

31. The view expressed at paragraph 27 in relation to the
inapplicability of parag