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Draft Taxation Determinations (TDs) represent the preliminary, though considered, views of the ATO.
Draft TDs may not be relied on; only final TDs are authoritative statements of the ATO. 

Draft Taxation Determination
Income tax:  can a premium paid by an employer on a trauma
insurance policy in respect of employee be an allowable
deduction to the employer?

1. Yes, where the premium is paid:

(a) for a revenue purpose (as discussed below); or
(b) on a policy owned by the employee and the payment by the employer is made as

part of the employee's remuneration.

2. A revenue purpose would exist where any benefit expected to be obtained by the employer
under the policy was to cover the loss of profit, either on account of reduced income or increased
expenditure, arising as a result of the loss of the employee through the occurrence of the
insured event or condition under the trauma policy.  There needs to be a nexus between the amount
of the insurance benefit and the expected quantum of lost profits.  A benefit received in these
circumstances would constitute assessable income to the employer under subsection 25(1) of the
Income Tax Assessment Act 1936 (the Act).

3. Although the amount of a premium paid as indicated in subparagraph 1(b) above would be
an allowable income tax deduction to the employer under subsection 51(1) of the Act, it would also
constitute an 'expense payment fringe benefit' on which fringe benefits tax is payable:  Fringe
Benefits Tax Assessment Act 1986, section 20.
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