





























What if I have a Legislative assistant in my home district, but
pay only a token amount each month; am I required to go
through the process of filing payroll tax returns and
withholding payroll taxes?

In most situations, all amounts paid for services are subject to the
payroll tax laws. However, there are some exceptions such as in
the case of an independent contractor. Specific tax publications
and regulations provide guidance to determine whether or not a
service provider is an employee or independent contractor.

Instead of, or in addition to, an office in my home, I maintain
a rented office in my district for the purpose of serving my
constituency. What expenses can I deduct on my tax return
for the cost of maintaining this office?

If the office is being used exclusively for Legislative purposes, all
expenses related to this office (such as rent, utilities, depreciation
on improvements and equipment, etc.) are deductible. Care must
be exercised if the office is used for political purposes during
campaign periods. Expenses must either be excluded or prorated
if the office is also used for campaign purposes. If campaign
contributions for maintaining the office exceed the cost of
operating the office, you may incur taxable income. Detailed
records should always be maintained. You should keep a
detailed record of all receipts from sources other than yourself to
determine whether or not your expenses exceed your income or
vice versa. If expenses exceed funds from these other sources,
and such expenses are, in fact, campaign expenses, then these
specific expenses are not deductible. (See questions and answers
in next section.)

TELEPHONE EXPENSE

Can I deduct the cost of my personal residence telephone in
my district? I use it for calling and receiving calls from
constituents and for other State business.

The basic cost of the telephone is an expense that you would
incur whether or not you were a member of the Legislature, and
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is, therefore, a personal nondeductible expense. Calls charged in
excess of those covered by the basic rate are a deductible expense
if they are business calls. If you have a telephone installed
exclusively for business use, the entire cost of this telephone
would be deductible. Long distance telephone calls and
telegrams that relate to Legislative business are a deductible
expense. An answering service or a tape recording device for
telephone messages is also deductible if related directly and
exclusively to your legislative duties.

Can I deduct the cost of a cellular telephone? 1 use it for
calling and receiving calls from constituents and for other
State business.

Yes, but only if you keep adequate records. Cellular telephones
are “listed property” and deductions related to “listed property”
are subject to special scrutiny by the IRS. Taxpayers must
substantiate by written records any deductions taken. This record
would normally be a contemporaneous written log of telephone
activity. The appropriate measure for the proportion of business
use is “time” unless otherwise approved by the IRS. Therefore,
you would allocate the total cost of the cellular phone based on
the minutes used for business purposes versus the minutes of
personal use.

NEWSLETTER FUND
What is a newsletter fund?

A newsletter fund is a fund permitted by Section 527(g) of the
Internal Revenue Code, enabling a candidate or political office
holder to establish and maintain a fund exclusively for the
preparation and circulation of a newsletter.

How is a newsletter fund accounted for?

A newsletter fund is treated as an exempt political organization.
The assets in the fund must be maintained in separate accounts
and used solely to prepare and circulate the newsletter. Cost of
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preparing the newsletter includes the cost of secretarial services,
printing, addressing, and mailing the newsletter. Annually, Form
1120-POL must be filed with the IRS if the fund has any political
organization taxable income.

Is a newsletter fund subject to tax?

A newsletter fund is subject to tax similar to a political
organization. However, if assets of a newsletter fund are used for
any purpose other than the exempt function, such amounts shall
be treated as expended for the personal use of the individual who
maintains the fund and are taxable to him.

What about unexpended balances of a newsletter fund?

The unexpended balances of a newsletter fund may be
contributed to or for the use of another newsletter fund,
transferred to the general fund of the U.S. Treasury or of any
State or local government, or transferred to or for the use of an
exempt public charity, without being considered as having been
diverted for the individual’s personal use and deemed as taxable
income.

ADVERTISING EXPENSE

Because I am a member of the Legislature, I am sometimes
called upon to pay for ads in trade journals, ad books, or
magazines put out by various organizations in my district.
Can I deduct the cost of these ads?

If these expenditures by you are made to organizations that would
qualify as a charitable contribution under Section 170 of the IRC,
you may deduct them as contributions. Where these ads are paid
for by you and are a necessary part of your business in order to
maintain relations with your constituency and also in order to
promote your name (which is necessary to an elected official so
people are aware of who you are), then this type of expenditure
may be deducted as a business expense on your tax return. If
these ads appear during a re-election campaign period in which
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you are involved, it would probably be best to exclude the cost of
these ads from your tax-deductible items (because such campaign
expenses are not deductible). Ads appearing during your
campaign should be paid for by campaign contributions.

As a member of the Legislature, I am requested (and
required, in effect, because of my position) to attend many
dinners within my district. Can I deduct the cost of these
dinners?

Yes, if you pay for your dinner. Incidentally, any cost incurred to
attend such dinners (travel expenses, parking fees, etc.) are also
deductible.

ENTERTAINMENT AND MEAL EXPENSES

I meet a constituent regarding a legislative problem. We
have lunch or some other meal together and I pick up the
check. Is this a deductible expense?

Yes. Make an entry in your expense diary as to who, why,
where, when and how much. Retain receipts for any expenditure
of $75 or more. The amount allowable as a deduction for
business meal and entertainment expenses is limited to 50 percent
of such expenses, subject to certain exceptions. The percentage
reduction rules reflect Congress’ belief that business meals and
entertainment inherently involve an element of personal living
expenses, the deduction of which provides an unfair federal tax
subsidy to taxpayers able to take advantage of these deductions.

I occasionally entertain other elected officials, such as city
council members, mayors and members of Congress,
primarily for the purpose of maintaining communication
with them and to explore common problems. Can I deduct
this expense?

Yes. The criteria for deducting entertainment costs are that such
expenditures have a business purpose and that you and the
persons entertained have a business relationship. If the business
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discussion does not take place during the entertainment, it must at
least directly precede or follow the entertainment. Observe the
substantiation rules described in previous sections of this Guide.
In addition, if the entertainment involves anything other than a
meal in surroundings conducive to a business discussion, include
in your diary the time, place, duration and description of the
nature of the business discussion. Entertainment expenses
generally are also subject to the 50% limitation.

I am a member of a country club and take business associates
and constituents there to eat and play golf. What part of my
dues and usage charges are deductible?

If the usage of the facilities meets the entertainment guidelines
and/or business meal provisions outlined in the first two
questions, the actual expenditures are deductible subject to the 50
percent limitation. You must, of course, keep the required
documentation to show who, why, where, when, and how much
to support the deduction. Club dues and fees for organizations
such as business, social, athletic, luncheon, sporting, airline,
hotel, and golf clubs are not deductible at all.
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The general information in this publication is not intended to be nor
should it be treated as tax, legal, or accounting advice. Additional issues
could exist that would affect the tax treatment of a specific transaction,
and, therefore, taxpayers should seek advice from an independent tax
advisor based on their particular circumstances before acting on any
information presented. This information is not intended to be nor can it
be used by any taxpayer for the purpose of avoiding tax penalties

The West Virginia Society of CPAs hopes this publication will be of help
to you. Also, we would appreciate you taking a moment to send us any
comments you may have regarding this publication.

Please return a copy of this page to:

West Virginia Society of CPAs
P. O. Drawer 1673
Charleston, WV25326
or by fax at (304) 344-4636




West Virginia Society of
Certified Public Accountants
P. O. Drawer 1673
Charleston, WV25326

(304) 342-5461

WWW.WVSCpPa.org



RECORDKEEPING REQUIREMENTS FOR
TRAVEL, ENTERTAINMENT AND GIFTS

Factors to Be Proved in Substantiating Elements in Column 1

ELEMENTS TO BE EXPENDITURES FOR TRAVEL AWAY ENTERTAINMENT EXPENDITURES (1) EXPENDITURES
SUBSTANTIATED FROM HOME FOR GIFTS
Amount Amount of each separate expenditure for Amount of each separate expenditure. Cost of Gift.
transportation, lodging and meals. Incidental items such as taxis, telephone,
Deductibility of meals is limited to 50% of etc. may be totaled on a daily basis.
the actual expenditure. It is permissible Deductibility is limited to 50% of actual
to total incidental expenses in reasonable expenses.
categories, such as gasoline and oll,
taxis, daily meals for traveler, etc.
Time Dates of departure and return for each Date of entertainment or use of facility for Date of Gift.
trip, and number of days attributable to entertainment. (Duration of business
business activities. discussion.)
Place Destination by name of city or other Name and address of location of a facility Not Applicable
appropriate designation. in connection with entertainment. Type of
entertainment if not otherwise apparent.
(Place of business discussion.)
Description Not Applicable. Not Applicable. Description of Gift.

Business reason for travel or nature of
business benefit derived or expected to
be derived.

Business Purpose

Business reason or nature of business
derived or expected to be derived. Nature
of business discussion or type of
entertainment if other than “business
meals”.

Business reason for
making the gift or
nature of business
benefit derived or
expected to be
derived.

Business Relationship | Not Applicable.

Occupations or other information, such as
names or other designations about

persons entertained which establishes their
business relationship to taxpayer.
(Identification of persons entertained who
participated in business discussions.)

Occupation or other
information, such as
name or other
designation, about
recipient which
establishes
business
relationship to
taxpayer.

(1)  Items required for “directly related” and “associated with” business
expenses shown without parentheses. In addition, “associated with”
business expenditures require the documentation shown in parentheses.




2010 Legislators Expense Log

Date
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