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Deductibility of  
car and travel expenses
Hill and Commissioner of Taxation (Taxation) [2016] AATA 514

OVERVIEW

The taxpayer worked in a number of unrelated, short-
term jobs far from his usual home. He and his wife 
drove their motorhome to each work site and they 
stayed at a nearby caravan park for the duration of 
each job. The taxpayer claimed deductions for work-
related car expenses and work-related travel expenses 
on the basis that he was an itinerant worker. The 
AAT concluded that he was not an itinerant worker. 
According to the AAT, the expenses were all of a 
private and domestic nature.

All legislative references are to the Income Tax 
Assessment Act 1997 (ITAA97).

WHAT’S THIS CASE ABOUT?

The taxpayer, Mr Hill, claimed that he was entitled 
to claim deductions for certain work-related car 
expenses and work-related travel expenses (meals and 
accommodation) on the basis that he was an itinerant 
worker.

During the relevant year, the taxpayer engaged in a 
number of employment arrangements, working as: 
bunker hand, chemical mixer, mixer/driver, and forklift 
driver. Each job was at a different location.

The taxpayer provided the AAT with details of those jobs 
and his movements between the respective work sites. 
He did not have any written employment contracts with 
respect to any of the relevant jobs or, if he had any, 
he could no longer locate them. The work at each site 
was short-term and seasonal in nature. None of the 
taxpayer’s employers paid him any allowances.

The taxpayer and his wife had a house in Springfield, 
which he asserted was his usual place of residence. The 
taxpayer’s wife was the registered owner of two vehicles 
in respect of which the taxpayer claimed deductions for 
work-related car expenses. The vehicles were a Toyota 
Land cruiser and a motorhome. With the exception of 
one location, the taxpayer stayed with his wife in the 
motorhome which they parked in rented caravan sites 
near each of the places where he worked.

The taxpayer claimed that he was away from his usual 
place of residence at Springfield for 280 days for the 
relevant year. The Commissioner and the AAT accepted 
that the taxpayer ordinarily resided in the Springfield 
home despite the number of days away.

WHAT WERE THE KEY ISSUES?

The AAT considered whether the taxpayer was entitled 
to claim deductions for the relevant year in respect of: 

(a) work-related car expenses; and 

(b) work-related travel expenses.

The determination of both issues largely turns on 
whether the taxpayer was an “itinerant” worker in the 
relevant year.

WHAT DID THE AAT SAY?

About the deductibility of travel expenses

The AAT concluded that the taxpayer was not entitled 
to claim deductions for work-related travel expenses for 
accommodation and meals as those expenses were not 
incurred in gaining or producing assessable income. 
The essential nature of those amounts is properly 
characterised as private and domestic in nature. 

The AAT was of the view that the taxpayer was not 
an “itinerant” worker. Further, none of the taxpayer’s 
employers demanded that he live away from his usual 
place of residence and he was not paid an allowance 
or reimbursed for living expenses.

About the deductibility of car expenses
The AAT decided that the taxpayer was not entitled 
to claim deductions for work-related car expenses 
as those expenses were not incurred in gaining or 
producing assessable income. The essential nature of 
those amounts is properly characterised as private and 
domestic in nature. This is because the car expenses 
were incurred by the taxpayer so that he could arrive 
at the places of work and put himself in a position to 
perform his duties with his various employers. The travel 
was not incurred in the performance of those duties.
Moreover, the taxpayer was not entitled to claim the 
car expenses using the cents per kilometre method as 
he was not the owner of the vehicles for the purposes 
of s28-12(1): Scott v Commissioner of Taxation [2002] 
AATA 1160.

About substantiation

The AAT noted that the taxpayer could not discharge 
his burden of proof in relation to his claims. 
Generally, the taxpayer’s evidence was unreliable and 
contradictory.
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The taxpayer had claimed deductions for the two 
vehicles using the cents per kilometre method. 
However, the amount did not reconcile with the 
number of kilometres that he claimed to have travelled.

At the hearing, it transpired that the taxpayer’s wife had 
also claimed a deduction or the Land Cruiser. At that 
time, he suggested that his claim had only ever been 
made for one vehicle, the motorhome. However, this 
contradicted previous statements made to the effect 
that the deductions related to both vehicles.

The AAT also found that the evidence with respect to 
whether the taxpayer had returned home between his 
various jobs was also inconsistent. At the hearing, the 
taxpayer asserted that the correct position is that he had 
not returned home between his different jobs but that he 
travelled from job site to job site. He suggested that he 
had made a typing error in documentation that led to 

the inconsistency. The AAT found this explanation to be 
implausible. The AAT found that he did return home for 
short periods between each of his different jobs.

The taxpayer was also unable to demonstrate to the 
AAT with any specificity what expenses he had claimed 
deductions for. There was no reconciliation of the 
expenses represented by invoices and total claims made.

DEDUCTIBILITY OF WORK-RELATED TRAVEL AND 
CAR EXPENSES: KEY PRINCIPLES

The issues in this case turn on s8-1(1)(a) and whether a 
particular “loss or outgoing” was “incurred in gaining 
or producing… assessable income”.

The AAT set out the relevant principles with respect to 
the deductibility of work-related travel expenses and 
work-related car expenses.

CASE KEY POINTS

Lunney v FCT 
(1958) 100 
CLR 478

General principle: a deduction is not allowable for the cost of travel by an employee 
between home and their workplace.

n Merely because certain expenditure must be incurred in order to be able to derive 
assessable income, does not necessarily mean that the expenditure is incidental and 
relevant to the derivation of assessable income.

n A travel expense is a prerequisite to the earning of assessable income in the sense that 
one must arrive at work, rather than being incurred in the course of gaining that income.

n The essential character of such home to work expenditure is of a private or domestic 
nature. It is a personal, living expense to do with the taxpayer’s choice of where to live.

FCT v Genys 
[1987] FCA 20

n An exception to the  Lunney principle is where a taxpayer’s job is itinerant as in travelling 
from place to place.

n In that case, a deduction for car and travel expenses will be allowed.

n The general Lunney principle has no application where:

• the taxpayer needs to transport bulky equipment

• the taxpayer travels between two places of business or work

• the employment can be construed as having commenced at the time of leaving 
home; or

• the taxpayer travels between home and shifting places of work – ie an itinerant 
occupation.

Horton v Young 
[1972] Ch 157

n Where a person has no fixed place of work but moves continually from one place to 
another, at each of which he works on a purely temporary basis, that work is of an 
itinerant nature.

n In such cases, the travelling expenses between home and the places of work will 
normally be deductible.

Taylor v Provan 
[1975] AC 194

n Travel expenses are deductible if the taxpayer is travelling on his work, as distinct from 
travelling to his work.

n The taxpayer must be required by the nature of the job itself to do the work of the job in 
two places.

n The mere fact that the taxpayer may choose to do part of the job in a place separate 
from where the job is objectively located is not enough.
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WAS THE TAXPAYER AN ITINERANT WORKER?

The AAT concluded that the taxpayer was not an 
itinerant worker.

Whether an employee’s work is “itinerant” is 
determined by the nature of their duties and not their 
occupation or industry.

The following factors at paragraph 7 of Taxation 
Ruling TR 95/34 (summarised here) are relevant for 
the purpose of determining whether someone is an 
itinerant worker:

(a) travel is a fundamental part of the employee’s 
work

(b) the existence of a ‘web’ of work places in the 
employee’s regular employment, that is, the 
employee has no fixed place of work

(c) the employee continually travels form one 
work site to another. An employee must 
regularly work at more than one work site 
before returning to his or her usual place of 
residence

(d) other factors that may indicate itinerancy (to a 
lesser degree) include:
(i) the employee has a degree of uncertainty 

of location in his or her employment (that 
is, no long term plan and no regular 
pattern exists)

(ii) the employee’s home constitutes a base 
of operations

(iii) the employee has to carry bulky 
equipment from home to different work 
sites 

(iv) the employer provides an allowance in 
recognition of the employee’s need to 
travel continually between different work 
sites.

The AAT’s reasons for deciding that the taxpayer was 
not an itinerant worker include the following:

• Travel was not a fundamental part of the 
taxpayer’s work as it did not arise out of the nature 
of his employment with each employer. That is, 
the taxpayer was under no obligation with any 
employer to work at multiple sites.

• The taxpayer worked at only one work place at 
any given time.

• The taxpayer’s employment duties did not 
commence at the Springfield property or at 
the various caravan parks where he parked his 
motorhome.

• Therefore it could not be said that travel was 
incurred in the course of gaining or producing 
assessable income.

• The taxpayer travelled from his home at Springfield 
and from the camping ground where he had 
parked his motorhome to where he worked in 
order to get to his workplace.

• When he finished the work at each workplace, 
he returned home for up to 3 weeks before 
commencing at another workplace.

• The taxpayer did not have a “web” of workplaces. 
Moreover, the location of each workplace was known 
to the taxpayer with a large degree of certainty.

• The taxpayer was not required to travel between 
different workplaces as part of his employment; he 
would travel between the caravan park where he 
parked his motorhome and the same workplace 
for the relevant period of each employment. None 
of his employers required him to travel from where 
he was staying to different workplaces.

• None of the employers paid him an allowance for 
travel such that it may indicate that travel was a 
fundamental part of his employment.

The AAT further remarked as follows:

• The taxpayer’s duties did not involve him travelling 
from workplace to workplace as is essential for 
itinerancy.

• He made a lifestyle choice to work in regional 
towns and live in his motorhome.

• He was not required to travel to these different 
locations in the course of his employment. Rather, 
he chose to travel from his home in Springfield to 
undertake work in these locations.

• Each work place may be regarded as a regular or 
fixed place of employment, even if there was some 
uncertainty about the length of time that he would 
be employed at each location.

WHAT IS THE KEY MESSAGE?

Over the past few years, the ATO has been setting 
its sights on incorrectly claimed work-related travel 
expenses (for example, car expenses, flights and 
accommodation). 

This focus is expected to continue for 2015-16 tax 
returns. The ATO has warned that this tax season, it 
will pay extra attention to people whose work-related 
deductions are higher than expected. 

Therefore now is a good time to revisit the key 
principles of work-related expense deductions to 
ensure that client deductions are accurately claimed.
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