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A taxpayer who carries on part or all of his/her business or employment activities at home may be 
entitled to a deduction for part of the outgoings on the home (ITAA97 s 8-1). What deductions are 
allowable depends on whether the home can be regarded as a place of business or whether the 
taxpayer simply finds it convenient to do part of the work at home. 
 

Home as "place of business'' 
 
A wider range of deductions can be claimed where the home is a "place of business'' in the sense that 
the taxpayer actually carries on a business or profession from home or, if the taxpayer is an 
employee, the taxpayer does far more than just bring work home for personal convenience. 
 
A home-based business is one where you operate the business under either of the following 
circumstances: 

• Home is your principal place of work (that is, no other work location is provided to you by your 
employer or your home is a place of business) and you have a dedicated work area that is 
unlikely to be suitable for domestic use. 

• Home is not your principal place of work but you work there as a matter of convenience and 
you have a dedicated work area – for example a study 

• You work at home as a matter of convenience but you don’t have a dedicated work area – for 
example you use a room with a dual purpose such as a lounge room.  

 
The table below outlines the ways you can work from home and the expenses you can claim. 
 

Expenses Home is principal 
workplace with 

dedicated work area 

Home not principal 
workplace but has 

dedicated work area 

You work at home 
but no dedicated 

work area 

Running expenses Yes Yes No 

Work-related phone 
and internet expenses 

Yes Yes Yes 

Decline in value of a 
computer (work related 
portion) 

Yes Yes Yes 

Decline in value of 
office equipment 

Yes Yes Yes 

Occupancy expenses Yes No No 

 
There are a range of activities that can be home-based businesses: 

• Accommodation, cafes and restaurants: Bed and breakfast operator, caterer, campground 
owner. 

• Agriculture, forestry and fishing: Shearer, market gardener. 

• Communication services: Mail service provider, web designer, desktop publisher, graphic 
designer. 

• Construction: Bricklayer, plumber, carpenter, tiler, fencer, electrician, builder, engineer, 
draftsperson, cabinetmaker, woodworker. 

• Cultural and recreational services: Motion picture editor, sound recordist, artist, musician, 
piano tuner. 

• Education: Tutor, lecturer, music teacher. 

• Finance and insurance: Financial adviser, consultant, accountant, bookkeeper, insurance 
broker. 

• Health and community services: Dietician, chiropractor, counsellor, physiotherapist, 
psychologist, massage therapist. 

• Personal and other services: Personal trainer, photographer, hairdresser, beautician, child-
minder, dressmaker, event manager, cake decorator, jeweller, pet groomer. 



HOME OFFICE EXPENSES 
 

Home Office Expenses Page 2 

 

• Property and business services: Plant hire or leasing operator, architect, surveyor, interior 
decorator, house painter, cleaner, gardener, service and repair operator, sign-writer, tree 
lopper. 

• Transport and storage: Courier, freight carrier, removalist. 

• Wholesale and retail trade: Fresh fruit wholesaler, confectionery supplier, florist, watchmaker, 
party-plan operator, telemarketer. 

 
The following are examples of taxpayers using the home as a place of business: 

• a doctor or dentist who has a surgery, consulting or waiting rooms at home; 

• a tradesperson who has a workshop at home; 

• a self-employed scriptwriter who conducted her writing activities from a room in her flat 
(Swinford 84 ATC 4803); 

• a territory manager who was not provided with office accommodation by his employer and so 
set aside a room in his home to attend to job-related matters (Case T48 86 ATC 389); 

• a sales representative who was required by her employer to maintain an office in her own 
home to carry out work duties (Case U65 87 ATC 415); 

• an employee architect who conducted a small private practice from home (Case F53 74 ATC 
294). 
 

Home Office Expenses 
 
Running a home-based business is similar to running any other business. That is, if you operate a 
home-based business, you can generally claim similar expenses to a business that is not home-
based. 
 
However, two types of expenses that are specific to home-based businesses are: 

• expenses related to the area of your home you use for business; 

• motor vehicle expenses you incur when travelling between your home and other business 
locations. 

 

Expenses for your Home Business Area 
 
If you operate a business at or from your home, you may be able to claim a deduction for some of the 
expenses relating to the area you use for business purposes. 
 
These expenses can be divided into two broad categories: 

1. occupancy expenses 
2. running expenses 

 
1. Occupancy Expenses 
 
Occupancy expenses are those expenses you pay to own, rent or use your home, even if you are not 
carrying on a home-based business. 
 
Occupancy expenses include: 

• mortgage interest or rent 

• council rates 

• land taxes 

• house insurance premiums 
 
You can only claim the work-related proportion of your occupancy expenses in two very limited 
circumstances: 

• the space in the home is a place of business, and not suitable for domestic use – for example, 
a doctor or dentist surgery or a hairdresser studio in the home. 
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• no other work location is provided to an employee by the employer and the employee is 
required to dedicate part of their home to their employer’s business as an office – you can 
claim the portions of these costs that relate to a clearly identified place of business.  

 

How much you can claim 
You can claim the percentage of occupancy expenses that relates to the area of your home you use 
as a place of business. 
 
A common method of working out how much to claim is to use the floor area you use for your 
business as a proportion of the floor area of your whole home. For example, if the floor area of your 
home office is 10% of the total area of your home, you can claim 10% of your rent or mortgage 
interest, council rates and insurance. 

 

floor area of business 
       total floor area   ×  relevant expenditure 

 
In some circumstances, using the floor area of your home as the basis of your claim may not be the 
best method of working out how much to claim. In these circumstances, the ATO will accept an 
alternative method of working out how much of your home you use for business purposes, as long as 
the method you use is reasonable and based on accurate information. 
 
If you claim occupancy expenses, you do not qualify for the capital gains tax (CGT) main residence 
exemption for that part of your home that you use for work. If you use your home as a place of 
business there may be CGT implications when you sell it.  
 

2. Running expenses 
 
Running expenses are the increased costs of using facilities within your home because of your 
business activities. 
 
To claim a deduction you will need to work out the portion of the expense that relates to business use 
as opposed to private use. 
 
There are a number of options for working out your claim for running expenses. 
 

What are running expenses? 
Running expenses include: 

• the cost of using a room, such as electricity and gas costs for heating, cooling and lighting 

• business phone and internet costs 

• the decline in value of plant and equipment, such as chairs, bookcases, computers, grinders 

• the decline in value of furniture and furnishings, such as curtains, carpets, light fittings 

• the cost of repairs to furniture and furnishings 

• cleaning costs. 
 

How much you can claim 
Using your floor area may be an appropriate way of working out some running expenses. For 
example, if the floor area of your home office is 10% of the total area of your home, you can claim 
10% of heating costs. 
 
Where you do not have an area of your home set aside exclusively for business, you cannot claim on 
a floor area basis as this area is also used for non-business purposes. In this case, you must show 
how you arrived at the amount you are claiming. How you work out these additional costs is up to you, 
for example you may compare utility accounts from before and after you started business to assess 
increased costs.  
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However, in all cases you should be able to provide enough information to show: 

• your claim is reasonable 

• you have excluded the private (domestic) proportion of expenses associated with normal 
living costs. 

 
The ATO also accept the following methods for working out how much of your expenses 
are for business purposes. 
 

Keeping a diary 
You can keep a diary that shows how you use your home work area for a representative four-week 
period each financial year to work out a pattern of use for your home work area for the entire year. 
You must allow for periods such as holidays and illnesses. 
 
If there is no regular pattern to how you use your home work area, you must keep records of each 
time you use the area during the year and the purpose for which it is used. 
 
You must keep a diary for each financial year. 
 

Claiming 52 cents per hour 
Instead of recording actual expenses for heating, cooling, lighting and furniture depreciation, you can 
claim a deduction of 52 cents per hour based on either: 

• actual use 

• an established pattern of use 
 
This rate is based on average energy costs and the value of common furniture items used in home 
business areas. 
 
You need to separately work out all other home work area expenses, such as phone expenses and 
depreciation on computers or other equipment. 
 
Where you can claim a GST credit for a depreciating asset, you must deduct the amount of the GST 
credit you can claim before you work out the depreciation deduction. 
 

Utilities (gas, electricity) 
If the business percentage is based on anything other than the floor area (for example, on actual 
electricity use) you need to document your claim to show how you arrived at the amount. 
 
Your business use of the home work area must be substantial and not merely incidental. For 
example, you cannot claim electricity costs 24 hours per day simply because your fax machine is 
always on to receive business faxes. 
 

Phone 
If you use a landline phone exclusively for business you can claim a deduction for: 

• calls 

• rental costs 
 
However, you cannot claim for the cost of installing a landline. The installation cost is a capital 
expense. 
 
If you use a phone for both business and private calls, you can claim a deduction for: 

• business calls 

• part of the rental costs 
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Take the following steps to work out the percentage of phone rental expenses you can claim: 

• Find the number of business calls you made and received 

• Divide it by the number of total calls made and received 

• Multiply the answer by 100. 
 
You can identify business calls from an itemised phone account. If you do not have an itemised 
account, you can keep a record for a representative four-week period to work out a pattern of 
business calls for the entire year, provided you have a regular pattern of use throughout the year. 
 

Deductions you can claim for the full amount 
 
You can claim the full cost for items up to $300.00 for home office equipment. 
 
Examples of home office equipment include: 

• computers 

• printers 

• telephones 

• furnishings 

• furniture 
 
If you also use the home office equipment for non-business purposes, you must reduce the deduction 
for the full amount by an amount that reflects this non-business use. 
 

Deductions you can claim for a decline in value 
You may be able to claim a deduction for the decline in value of your depreciating assets for items 
over $300.00. A depreciating asset is an asset that has a limited effective life and can reasonably be 
expected to decline in value over the time it is used. 
 
Examples of depreciating assets include: 

• computers 

• electrical tools 

• photocopiers 

• furnishings 

• carpet and curtains 

• motor vehicles 
 
If you use your depreciating asset solely for business purposes, you can claim a full deduction for the 
decline in value. However, if you also use the depreciating asset for non-business purposes, you must 
reduce the deduction for decline in value by an amount that reflects this non-business use. 
 
You work out the amount of deductions you can claim for decline in value of your assets based on an 
estimate of the percentage of your business use of those assets. You can base this estimate on a 
diary record of your business and non-business asset use for a representative four-week period. Your 
diary record must show: 

• what the asset was used for 

• whether the asset was used for business or non-business purposes 

• the period the asset was used for 
 

Motor Vehicle Expenses 
 
Generally: 

• you can claim the cost of any business related travel; 

• you can't claim the cost of trips between home and your workplace. 
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Things are slightly different if you're operating a home-based business. 
 
If you are carrying on a home-based business, you can claim the cost of trips between your home and 
other places if the travel is for business purposes. 
 
For example, you could claim the cost of travel to: 

• a client's premises if you are working there or delivering some documents; 

• purchase equipment or supplies; 

• do your banking; 

• the post office to mail out invoices; 

• see your tax adviser about a matter related to your business. 
 

There are a number of approved methods available to sole traders and partners in a partnership to 
calculate motor vehicle expense claims. You can choose the method that suits your circumstances 
best. 
 

Capital Gains Tax (CGT) 
 
A capital gain or capital loss on an asset is the difference between: 

• what it cost you 

• what you receive when you dispose of it. 
 
Generally, you can ignore a capital gain or loss you make when you sell your home. 
 
However, you may have to pay CGT when you sell your home if you have used any part of it for 
business purposes. 
 
CGT will not apply if any of the following apply: 

• you operate your business from a rented home; 

• you do not have an area specifically set aside for your business activities; 

• you operate your business through a company or trust. 
 
In most cases, the portion of any capital gain on your home that is taxable is the same as the portion 
for which you could claim a deduction for interest. Generally, this is based on the floor area of your 
home you have set aside for business, for example 10%. 
 
You do not have to pay CGT for those periods you did not use your home for your business. 
 
If you have a capital gain because you use your home for business purposes, you may be able to 
apply one or more of the small business CGT concessions to reduce your capital gain. 

 
Home offices - Studies 
 
More difficult problems arise where taxpayers (self-employed or employed) simply maintain an office 
or study in their home in which they undertake income-producing work which is not convenient to 
carry out at their normal place of work. In such cases, although the area in question is used for 
income-producing activities, it will not normally qualify as a "place of business'' in the way described 
above (Taxation Rulings IT 2673, TR 93/30). 
 
The High Court decisions in Handley's case 81 ATC 4165 and Forsyth's case 81 ATC 4157 have 
established that taxpayers in this position cannot claim deductions under the general deduction 
provisions for mortgage interest, rent (Bradshaw 99 ATC 2133), house insurance, council and water 
rates, or repairs (Geekie 98 ATC 2097). 
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Handley's case 81 ATC 4165 involved a typical home office claim. The taxpayer, a barrister with 
chambers in the city, also maintained a study in his home which he used almost exclusively for 
professional purposes. 
 
There was no physical separation of the study from the rest of the house and it was adjacent to the 
living room. The barrister claimed a deduction for a proportion of the house mortgage interest, rates 
and insurance premiums referable to the study. 
 
Forsyth's case 81 ATC 4157 involved unusual facts. The taxpayer and his wife purchased a house in 
their capacity as trustees of a family trust with the main aim of providing themselves with a home. The 
trust then ``rented'' one room in the house to the taxpayer for use in carrying on his profession as a 
barrister and agreed to allow him to occupy the remainder of the premises as a residence, provided 
he paid all outgoings and kept the premises in good repair. The room formed an integral part of the 
house and was indistinguishable from other rooms in the private living area of the house. The 
taxpayer had chambers in the city and there was no compulsion for him to work at home but he found 
it convenient to do so. The taxpayer claimed a deduction for the weekly payments of $20 made to the 
trust for the use of the study. 
 
In both cases, a majority of the High Court held that the taxpayers were not entitled to the deductions 
claimed. The expenses were essentially domestic in character. Further, the particular way the 
arrangement was structured in Forsyth's case 81 ATC 4157 did not alter the character of the 
expenses. The study in each case remained an integral part of the taxpayer's home and was not, in a 
real sense, a place of business. 
 
However, deductions may be allowed for work or business-related home office running expenses, 
such as heating/cooling, lighting expenses and depreciation on a professional library, furniture and 
equipment (Taxation Ruling TR 93/30). The deduction applies only to costs that are additional to 
those that would have been incurred in any event. For example, if a taxpayer undertakes a work 
activity in a room where other family members are watching television, there may be no additional 
cost occasioned by that work activity, so a deduction would not be appropriate. The work activity also 
needs to be substantial, not merely incidental. 
 
For example, a deduction would not be allowed for all the hours that a fax machine is simply left on 
(Practice Statement PS LA 2001/6). 
 
The Commissioner will accept a diary covering a four-week representative period as establishing an 
individual's pattern of use for the whole year. A new diary must be kept for each financial year. If there 
is no regular pattern, detailed records may need to be kept (Practice Statement PS LA 2001/6). 
 
Once the relevant period of work or business-related use has been established, the Commissioner 
will accept a claim based on 26 cents an hour to cover heating/cooling, lighting and depreciation on 
furniture (Practice Statement PS LA 2001/6). A separate calculation must be made for depreciation on 
equipment, such as a computer, printer or copier. This should be based on a bona fide estimate of the 
percentage of work or business use, which may be based on the four-week representative diary. A 
taxpayer of course retains the option of establishing actual costs as the basis of his/her claim. 
 
Home office occupancy expenses incurred in relation to a jointly owned building must be apportioned 
on a floor area basis by reference to the area used as a home office, rather than on the basis of 
ownership (Case 7/2007 2007 ATC 162). 
 
 
 
 
 
Source 
https://www.ato.gov.au/individuals/income-and-deductions/deductions-you-can-claim/home-office-
expenses/# 


