Getting a tax deduction for your work-related expenses

The Tax Office wants all taxpayers to receive the deductions they are entitled to and is keen to assist you to prepare a correct income tax return. 
We provide a number of publications to assist you to correctly claim your work-related expenses. Taxation Ruling TR95/20 Income tax: employee performing artists - allowances, reimbursements and work-related expenses provides information about income and deduction issues relevant to your occupation.
Occupation ruling summary – Performing artists (Nat number – NAT 2325) provides a simple summary of the information contained in the Ruling.  You can obtain a copy of this publication from our website at www.ato.gov.au or by calling the ATO Publications Distribution Service on 1300 720 092.
Reimbursements

If your employer or any other person reimburses you for expenses you have actually incurred, the payment is called a reimbursement.  Generally, you do not include a reimbursement as part of you income so you cannot claim the expense.  

However, if you receive a reimbursement for car expenses – worked out by reference to the distance travelled by the car – you must show the amount of the reimbursement as income at item 2 of your tax return.  You may then be entitled to claim a deduction for car expenses.

Allowances

You may receive a meal, travel or other allowance from your employer for a number of reasons.  While the allowance may be assessable income, the receipt of the allowance does not automatically entitle you to a deduction against that allowance.

Claiming a deduction

The basic rules are that a deduction is only allowable if:
· you actually incur the expense,

· the expense meets the test of deductibility, and
· you have obtained and kept written evidence to substantiate the expense.
You must have incurred the expense in the course of earning your assessable income. If an expense is incurred partly for work purposes and partly for private purposes, only the work-related portion is an allowable deduction.
If your return is selected for review, you must be able to substantiate your claims for deductions with written evidence.  If your total claims for work-related expenses are greater than $300 – other than car, meal allowance, award transport allowance and travel allowance expenses – you need written evidence for your total claim.
Over the past few months, we have reviewed the work-related expenses claimed in income tax returns lodged by various occupation groups.  Our review of returns for 2003 shows that there are some common mistakes being made by performing artists in claiming their work-related expenses. We may select further returns for review during the 2004 year.  
To assist you in correctly claiming your work-related deductions, we have listed some of the issues you should consider when preparing your income tax return for 2004:

Car Expenses

· Your home to work travel is not deductible even if you travel outside normal employment hours, you are required to be on call, you live a long distance from your work place or there is no public transport available. Home to work travel may be deductible for special circumstances such as in transporting bulky equipment or where you are engaged in itinerant work.  See question D1 in TaxPack 2004 for more information.
Travel expenses

· If you are making a claim for travel expenses, where you are away from your home for six or more nights in a row you need to keep a travel record unless you received a travel allowance, the claim is for travel in Australia and the claim does not exceed the reasonable allowance amount. Your travel record must show the dates, places, times, duration and nature of the work activities that you have undertaken.

· If your employer pays you a travel allowance to cover the costs of domestic accommodation, meals and incidentals while sleeping away from home, you can use the Commissioner’s published reasonable amounts to calculate your deduction.

· You need to obtain and keep written evidence of all overseas accommodation expenses you claim as a deduction.

· If you do not receive a travel allowance, you need written evidence to prove the cost of the meals and accommodation expenses that you are claiming as a deduction. 

Clothing Expenses

· You cannot claim a deduction for the cost of conventional clothing unless the clothing is bought or hired as a costume for a role. For example, you cannot claim a deduction for the cost of an evening gown or suit to wear at a “charity night”. 

· You can claim a deduction for the cost of buying or hiring costumes – for example, costumes worn by clowns – and for the cost of special tights and pumps worn by dancers.

Self education expenses
· You need to ensure that there is a sufficient connection between these expenses and your work activities at the time the expenses were incurred. 
· You cannot claim a deduction for self education expenses if the study is:

· to enable you to get employment,

· to obtain new employment, or

· to open up a new income-earning activity (either in business or in your current employment).
Other work-related expenses

· You cannot claim a deduction for expenses incurred while looking for work such as attending auditions, cost of preparing an initial photographic portfolio, preparing a show reel or telephone expenses.

· You can claim a deduction for the cost of a particular hairstyle if it is required for a role. You can claim a deduction for the cost of stage make-up, including the cost of cleansing materials for removing stage make-up. You cannot claim a deduction for the cost of general hair-dressing, make-up or facials.

· You can only claim occupancy expenses (such as interest on mortgage or rent paid) where your home office is considered to be a place of business. Refer to Taxation Ruling TR93/30 – Deductions for home office expenses for further information about the limited circumstances in which you may claim for occupancy expenses and how to calculate your claim.
· Labels D1 to D5 are used to record your claims for work-related deductions only. If you are claiming expenses incurred in respect of business activities, you need to complete the 2004 business and professional items schedule. If an expense is incurred in relation to both your employment and business activities, you should apportion the expense between each activity. 
Other Relevant rulings
· Taxation Ruling TR 2003/7 Income tax: reasonable allowances amounts for the 2003-2004 income year.
Lodging through E-tax
If you lodge your own tax return and have access to the internet, you may consider using e-tax. E-tax is a Tax Office product that can help you to claim your correct deductions.  It takes you through an on-screen interview and provides immediate electronic access to other help information.

Further information
If you want to access e-tax or need more information to help you prepare your tax return, you can:

· visit our website at www.ato.gov.au  or
· phone 13 28 61.
