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1. Working from home v home is a place of business 
 
In most cases a taxpayer's home are of a private or domestic nature and so expenses in 
relation to a home are not deductible (Thomas v FCT (1972) 3 ATR 165 & FCT v Faichney 
(1972) 129 CLR 38). However, the Commissioner (and the case law) allow two exemptions to 
this general position. These are: 
 

1. Where part of the home is used for income producing activities and has the 
character of a "place of business". Where this is the case there will be partial 
deductions for occupancy costs, like rent, interest, repairs, house and contents 
insurance, rates and property taxes, as well as running costs like electricity. 
However, this will lead to CGT issues on a future sale of the property. 

 
2. Where part of the home is used in connection with the taxpayer's income earning 

activities but does not constitute a place of business. Where this is the case there 
will be no deductions for occupancy costs, but there will be deductions for running 
costs. Claiming these deduction creates no CGT issues on a future sale of the 
property. 

 
These are two different situations and most importantly there are different deductions and 
different tax outcomes that apply to each of these two situations. So we need to establish: 
 

• Is the home a place of business? 
 

• If not, is work being done at home? 
 

• How do we calculate the deductions? 
 

• What are the other tax issues, specifically regarding the main residence exemption 
from CGT? 

 

2. Home as a place of business 
 
The courts and tribunals have consistently drawn a distinction between situations where 
part of a home can be characterised as a place of business and where a room is used as a 
study or home office merely as a matter of convenience (Swinford v FC of T (1984) 15 ATR 
1154) and this is our task so we can calculate the correct claims for deductions. 
 
The Commissioner’s position on when a home becomes a place of business is found in 
Taxation Ruling TR 93/30 and various documents on the ATO’s website.  
 
Whether an area of the home has the character of a place of business is a question of fact 
and depends on the particular circumstances of each case.  
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The factors the Commissioner states we need to consider to work out whether or not an 
area set aside in a home has the character of a “place of business” are: 
 

• the area is clearly identifiable as a place of business (such as a sign at the front of 
your house); 
 

• the area is not readily suitable or adaptable for use for private or domestic purposes 
in association with the home generally; 
 

• the area is used exclusively or almost exclusively for carrying on a business; or 
 

• the area is used regularly for visits of clients or customers. 
 
Note: Ask your client for: 
 

• A photo of the signage outside the house; 
 

• A photo of the work area showing it is not readily suitable or adaptable for use for 
private or domestic purposes; and 
 

• The number of clients or customer visits that have occurred in the home business. 
 
This could be where a part of a residence is set aside exclusively for the carrying on of a 
business by a self-employed person (e.g., a doctor's surgery).  
 
However, this can also be where part of the home is used as a taxpayer's sole base of 
operations for income producing activities as no other work location is provided to an 
employee by an employer. Examples of this include: 
 

• A self-employed script writer using one room of a flat for writing purposes and for 
meetings with television station staff (Swinford's Case); 
 

• An employee architect conducting a small private practice from home (Case F53, 74 
ATC 294; Case 65, 19 CTBR(NS) 452); 
 

• a country sales manager for an oil company whose employer did not provide him 
with a place to work (Case T48, 86 ATC 389; Case 47, 29 CTBR(NS) 355). 

 
In each of these cases the taxpayer was able to show that, as a matter of fact, there was no 
alternative place of business, it was necessary to work from home, and that the room in 
question was used exclusively or almost exclusively for income producing purposes. 
 
Therefore, to claim a home is a place of business in these circumstances we need to show: 
 

• It is a requirement inherent in the nature of the taxpayer's activities that the 
taxpayer needs a place of business; 
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• The taxpayer's circumstances are such that there is no alternative place of business 
and it was necessary to work from home; and 
 

• The area of the home is used exclusively or almost exclusively for income producing 
purposes. 

 
And just because I know they will ask; the follow taxpayers are specifically excluded from 
meeting these requirements in TR 93/30: 
 

• a barrister who reads client briefs at home; 
 

• a teacher who prepares lessons or marks assignments at home; and 
 

• an insurance agent who maintains client files and occasionally interviews a client in 
his or her home office. 

 
And the Commissioner states that a sole trader plumber who doesn’t have a dedicated 
business premises but travels to his clients’ houses each day from home does not have his 
home as a place of business just because he does his bookkeeping in his dining room. 
 
The Commissioner suggests the follow may be situations where a home has become a place 
of business, but it will depend on the facts in each case: 
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2.1 Home as a place of business deductions 
 
Once you have established that a taxpayer’s home as become a place of business, then the 
deductible expenses we can claim are the following three types of expenditures: 
 
Occupancy costs – These are expenses relating to ownership or use of a home and include 
rent, mortgage interest, municipal and water rates, land taxes and house insurance 
premiums. 
 
Running costs – These are expenses relating to the use of facilities within the home and 
include electricity charges for heating/cooling, lighting, cleaning costs, depreciation on 
furniture, leasing charges and the cost of repairs on items of furniture and furnishings in the 
office. Certain running costs can be claimed at a “cents per hour” rate and this will be 
discussed in section 3 of this paper. 
 
Other costs – These are the costs of consumables like paper or ink for a printer, phone and 
internet costs and depreciation on electronic devises like a laptop. The discussion of phone 
and internet is discussed in section 4 of this paper. 
 
 

 
 
2.2 Apportioning the costs 
 
Generally only one specific area of the home has the character of a place of business so an 
apportionment of expenses should be made. Also, the business use may only be made for a 
certain period of the year so another apportionment must be made. 
 
As such, the deduction we claim in relation to running costs and occupancy costs must be 
only a percentage of the entire costs of the home. The percentage is based on: 
 
1. The floor area used in the business compared to the total floor area; and 

 
2. The time the specified area in the home was used in the business compared to the 

entire year. 
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2.3 Deductions we often overlook 
 
2.3.1 Motor vehicle expenses  
 
If a taxpayer is operating a home-based business, they can claim the cost of trips between 
their home and other places if the travel is for business purposes. This could include the cost 
of travel to a client's premises, travel to purchase equipment or supplies, travel to the bank 
to do your banking, travel to the post office to get mail from a PO Box or travel to an 
accountant. 
 
2.3.2 Repairs  
 
Section 25-10 allows a deduction for non-capital expenditure on repairs to premises, or part 
of premises, held or used by the taxpayer for the purpose of producing assessable income. 
 
Where the premises, or part of the premises are used partly for income-producing purposes 
and partly for other purposes, you can deduct so much of the cost of repairs as is 
reasonable in the circumstances. For example, the cost of repairing a broken window in a 
doctor's surgery is wholly deductible, while the cost of repairing a broken window in a home 
office which is used for both business and private purposes would have to be apportioned. 
 
2.4 Capital gains and the main residence exemption 
 
Section 118-190 states that when a main residence is disposed of, and it was used for the 
purpose of gaining or producing assessable income during the period of ownership, then the 
entire main residence is not exempt from CGT.  
 
This occurs where an area of a home was set aside and used as a place of business as we 
have just considered.  
 
The capital gain is to be an amount that is reasonable having regard to the extent to which 
interest would have been deductible if you had borrowed money to acquire the dwelling. 
 
While we are supposed to do this hypothetical interest test, the Commissioner (Taxation 
Determination TD 1999/66) has stated that the way to work out the part of the capital gain 
on a main residence that has been used as a place of business should generally be done: 
 

1. First on a basis of the number of days part of the property was used in the business, 
compared to the time the property was held as a main residence; 
 

2. Second based on the floor area used in the business compared to the entire floor 
area. 
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2.4.1 An example 
 

Abdul works for a statutory authority in Brisbane who permanently closed all their 
offices at the end of January 2022. From 1 February 2022, Abdul sets aside a room in 
his house for his work with the statutory authority. The floor area of the room is 10% 
of the floor area of the whole house. 
 
His employer provides him with the equipment necessary to fulfil his work functions 
and they pay for a work, health and safety check on the room he uses for working at 
home. 
 
Abdul locks the door to the room when it is not in use so his children can’t get in and 
he doesn’t use it for non-work purposes. Abdul can claim a deduction for occupancy 
expenses relating to working from home for 5 months of the year because: 
 

• his employer does not provide him with a work location 
• it is necessary for him to work from home 
• the room he uses is used exclusively for work purposes. 

 
Abdul's occupancy expenses for the 2021–22 income year are $24,918. That is: 
 

• mortgage interest $19,524 
• council and water rates $4,259 
• home insurance $1,135 

 
Abdul calculates his deduction for occupancy expenses as follows: 
 
Total occupancy expenses × floor area percentage × time used for work purposes 
 

$24,918 × 10% × (5 months ÷ 12 months) = $1,038. 
 
As Abdul can claim mortgage interest expenses as a deduction, he will be required to 
pay tax on any capital gain he makes when he sells his home. He can't claim the full 
main residence exemption. 

 
2.5 Deductions for a company or trust home-based business 
 
Some taxpayers run their home-based business as a company or trust, rather in their own 
name. 
 
Where this is the case, no costs can be claimed as the company or trust is gaining income, 
but the individual is incurring the costs. However, this can be solved if the company or trust 
and the owner of the property execute a genuine, market-rate rental contract (or similar 
agreement). The company or trust would be able to claim a deduction for the costs under 
this agreement, and the individual will need to include the rent from the company or trust 
as income, and will be able to claim the deductions discussed above if the use of the home 
meets all the requirements above. 
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Finally, remember that deductions cannot be claimed for rent, mortgage interest, rates and 
land tax for a residence, where those expenses relate to a person's PSI. 
 

Example 
 
Gary is a music producer who runs his business – Gary's Tunes Pty Ltd – as a company 
from the home that he owns. 
 
Gary's house has a dedicated studio space where he keeps his music recording and 
editing equipment and computer. He bought these using his company account and 
only uses them for the business. 
 
Gary's Tunes Pty Ltd has a formal rental agreement with Gary to hire the studio for 
$500 per month. The rent covers use of the space and facilities, such as electricity. 
This is consistent with what it would cost the company to hire a similar studio 
elsewhere. 
 
Gary's Tunes Pty Ltd claims tax deductions for: 
 

• rent paid to Gary 
• the full cost of the music equipment and computer, if each item cost less than 

the instant asset write-off threshold. 
 
Gary must report the rental income that he receives from his company in his personal 
income tax return. He can claim a deduction for his expenses from making that 
income. 
 
When Gary sells his house, he may have to pay tax on a portion of any capital gain he 
makes. The main residence exemption won't apply to his studio for the periods that 
he rented it to his company. 
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3. Working from home when the home is NOT a place of business 
 
So if our client’s home is not a place of business, we still might be able to claim some 
deductions if we are “working from home”. 
 
3.1 What is working from home 
 
In Draft Practical Compliance Guideline PCG 2022/D4 (titled “Claiming a deduction for 
additional running expenses incurred while working from home - ATO compliance 
approach”), the Commissioner considers what is working from home while carrying out 
employment duties or while carrying on your business on or after 1 July 2022.  
 
He states the work in questions has to be substantive and directly related to your income-
producing activities. Minimal tasks such as occasionally checking emails or taking telephone 
calls while at home will not qualify as working from home. 
 

Amanda is employed as a paramedic. Her rosters are sent to her by email each week. 
If Amanda does not check her roster while she is on duty at her usual station, she 
checks the roster at home using her laptop. This would not qualify as working from 
home as Amanda only occasionally uses her laptop to check her roster for the 
upcoming week.  

 
3.1.1 Do I need a separate workspace to claim I am working from home? 
 
In paragraph 19 of Draft Practical Compliance Guideline PCG 2022/D4 (titled “Claiming a 
deduction for additional running expenses incurred while working from home - ATO 
compliance approach”) the Commissioner states: 
 

19. You do not need to have a separate home office or dedicated work area set aside 
in your home in order to rely on this Guideline.  

 
This is a substantial change from the position The Commissioner previously took up to 30 
June 2022 (as evidenced in TR 93/30): 
 

21. A deduction may be allowable where additional heating/cooling and lighting 
expenses are incurred as a result of income producing activities. However, the extra 
expenditure must relate to facilities provided exclusively for the taxpayer's benefit 
while he or she works. For example, if a taxpayer merely sits in the lounge room with 
his or her family and at the same time does some work related activity, the 
expenditure for lighting and heating/cooling retains its private or domestic character 
(refer Faichney's Case). This would be the case where, for example, a teacher marks 
school work in a room where other family members are watching television or 
listening to music. 
 
22. However, if the taxpayer uses the room at a time when others are not present or 
uses a separate room, he or she is entitled to a deduction. This is the case even if the 
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room used is not set aside solely as a home office. In this respect the treatment of 
lighting and heating expenses is different to most other home office expenses. This is 
because heating/cooling and lighting expenses relate to the use by the occupant 
rather than to the premises occupied. 

 
Therefore, it appears from 1 July 2022 we can claim deductions relating additional running 
costs from working from home, even if we do not have a dedicated work space. The 
Commissioner gives the following example in this Guideline: 
 

Zachary is employed as a salesperson. He works from his employer's office 4 days per 
week and he works from home one day per week. Zachary does not have a separate 
room in his house set up as a home office. He works at a desk in his lounge room. 
Zachary is working from home one day per week when he is working in his lounge 
room and can rely on this Guideline if he meets the other criteria. 

 
3.2 If I am working from home what deductions can I claim? 
 
First, you cannot deduct any amount unless you incur additional running expenses as a 
result of working from home. If a third party (parents or employer) reimburses a taxpayer 
for their additional running expenses or is incurring the additional running expenses on their 
behalf, the taxpayer cannot make any claim, including the cents per hour claims discussed 
below. 
 

Sergei is employed as a graphic design artist. He works in the office 3 days a week 
and works from home 2 day per week. Sergei lives with his parents and when he 
works from home, he works in his bedroom using his employer-provided laptop and 
mobile phone. Sergei does not pay his parents any rent and he does not contribute to 
any of the household bills. Although Sergei is carrying out his employment duties 
while working from home, he is not incurring additional running expenses. 
Accordingly, Sergei is not entitled to a deduction for additional running expenses. 

 
If you are working from home, then there are two options for claiming the additional 
running costs incurred. But note you cannot claim any occupancy cost if all you are doing is 
working from home, and your home has not become a place of business. 
 

 
 
In Draft Practical Compliance Guideline PCG 2022/D4 (Titled “Claiming a deduction for 
additional running expenses incurred while working from home - ATO compliance 
approach”), the Commissioner states that there are two ways to calculate a deduction for 
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these running costs. From 1 July 2022, taxpayers can either claim their actual expenses or, 
alternatively, they can use a fixed rate method. 
 
3.3 The 67 cent per hour method 
 
This method only applies to running costs. This includes: 
 

• energy expenses (electricity and/or gas) for lighting, heating/cooling and to run 
electronic items used for work 

 
• internet expenses 

 
• mobile and/or home telephone expenses 

 
• stationery and computer consumables. 

 
This means you cannot claim an additional separate deduction for any of these expenses if 
you claim the 67 cents per hour. For example, if you use your mobile phone when you are 
working from home and when you are working from somewhere other than your home, 
your total deduction for mobile phone expenses for the income year will be covered by the 
hourly rate of 67c per hour. 
 
However, if you use this 67 cent per hour method, you can also claim tax deductions for the 
following in addition to the 67 cents per hour: 
 

• Deductions for the depreciating assets used while working from home (for example, 
a computer or similar electronic device, desk and office chair) 

 
• Cleaning and other running costs. 

 
3.3.1 Multiple taxpayers in the same house working from home 
 
20. If more than one taxpayer in your household is working from home at the same time, 
each taxpayer will be able to rely on this Guideline only if each of those taxpayers meets all 
the requirements set out in paragraph 18 of this Guideline. 
 
21. Taxpayers working in the same household at the same time can choose which method 
they will use to calculate their expenses - revised fixed rate or actual expenses. If a taxpayer 
chooses to calculate their deduction using the actual expenses method, they will need to 
ensure that they have applied an appropriate apportionment methodology which isolates 
their individual component of expenses.[12] 
 
22. If you do not use the revised fixed-rate method, you need to use the actual expenses 
method to claim a deduction for the additional expenses you incur as a result of working 
from home. 
 



“Working from home” and “home is a business” deductions 2023 

 12 

3.3.2 You MUST keep these records to use the 67 cents per hour method 
 
Have a look at this example the Commissioner gives… 
 

Dan is employed as a financial adviser. Under the terms of his employment 
agreement, Dan must be in the office at least 3 days per week and can either work in 
the office or from home for the other 2 days per week. Dan only works from home if 
he does not have client meetings, so he does not always work 2 days per week from 
home. 
 
In his income tax return for the 2022-23 income year, Dan claims a deduction of $525 
for his working from home expenses using the revised fixed-rate method. 
 
In February 2024, Dan's claim for his working from home expenses for the 2022-23 
income year is subject to review by the ATO. When he responds to the request to 
substantiate his claim of $525, Dan sends a document setting out the following 
calculation: 
 
Hours worked from home = 2 days per week × 8 hours per day × 49 weeks = 784 
hours 
Additional running expenses = 784 hours × 67c = $525 
 
Dan does not provide any records to demonstrate that he worked from home for 784 
hours during the income year, nor does he provide any evidence to show he incurred 
any running expenses.  
 
When questioned about how he calculated the number of hours he worked from 
home, Dan indicates that he estimated that he worked from home on average for 2 
days each week for around 8 hours a day and that he had 3 weeks leave during the 
year. In relation to his running expenses, Dan indicates he incurred electricity, 
internet and mobile phone expenses and that he might have some documents to 
demonstrate he incurred them but he would need to look for them. 
 
When Dan is asked if he was able to locate one bill for his electricity, internet and 
mobile phone expenses, Dan indicates that he has been able to locate a mobile 
phone and internet bill but not any of his electricity bills. However, Dan is able to 
provide one of his credit card statements showing a payment to an electricity 
provider on 10 February 2023. 
 
Dan cannot rely on the practical compliance approach because he has not kept a 
record of the hours he worked from home during the income year. Instead, an 
estimate was provided. 
 
If Dan objects to his Notice of Amended Assessment for the 2022-23 income year, he 
is not able to use the revised fixed-rate method as the basis for his objection. He must 
use the actual expenses method. The objection would only be allowed if he is able to 
substantiate that these expenses were incurred as a result of working from home. 
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If you do not have records showing the hours that you 
worked from home, and are relying on your estimate, you 

cannot use the 67 cents per hour method. 
 

If you cannot show you incurred some running costs, you 
cannot use the 67 cents per hour method. 

 
The Commissioner states that you must keep a record for the entire income year of the 
number of hours you worked from home during that income year. He states: 
 

An estimate for the entire income year or an estimate based on the number of hours 
you work from home during a particular period and applied to the rest of the income 
year will not be accepted.  

 
A record of your hours for the income year can be in the form of timesheets, rosters, a diary 
or similar document kept contemporaneously. 
 
He does accept that, given this was released in late 2022, he will accept a record which is 
representative of the total number of hours worked from home during the period from 1 
July 2022 to 31 December 2022, but from 1 January 2023, a record of the total number of 
actual hours worked from home mut be kept. 
 
The Commissioner also states that you need to keep records to demonstrate that you have 
incurred additional running expenses through documentation. This could be one monthly or 
quarterly bill and for stationery and computer consumables one receipt for an item 
purchased. 
 
3.4 Claiming actual expenses rather than the 67 cents per hour 
 
This should almost never happen from 1 July 2022. Under previous cents per hour work 
from home methods, certain depreciable items were included in the cents per kilometre 
calculations. But now these are not included so you can claim them in addition to the 67 
cents per hour claim. 
 
However, if your client has not kept a record of the hours they have worked, and are just 
offering you an estimate that is not based on roster, timesheet, diaries or other 
contemporaneous record, you may need to work out the actual energy, phone, internet and 
consumable costs. 
 
The phone and internet costs calculations are in section 4 of this paper. 
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3.5 Worked example using the 67 cents per hour method 
 

Piruntha is employed as software engineer. In November 2022, Piruntha's employer 
decides to give their employees some flexibility by allowing them to work from home. 
However, each employee must work from the office at least 3 days per week. 
Piruntha decides to take advantage of this arrangement and work at the office 3 
days per week and from home 2 days per week. To work from home, Piruntha sets up 
a room in her home as an office. 
 
On 1 December 2022, Piruntha purchases a laptop for $1,499, a desk for $250 and an 
office chair for $299. She also purchases some stationery to use while she is working 
from home. 
 
On 6 December 2022, Piruntha commences working from home. When working from 
home, she uses the lights in her home office, as well as her laptop, her personal 
internet connection and her personal mobile phone (which she also uses when she is 
working at her employer's office and for private purposes). 
 
Up until the end of February 2023, Piruntha uses her air conditioning to cool her 
home office and from around April 2023 until 30 June 2023, she uses her gas heating 
to warm the room. 
 
Piruntha keeps a record of the time she spends working from home during the 2022-
23 income year, which shows she worked a total of 560 hours at home. For a 
representative 4-week period, Piruntha keeps records which show that she uses her 
laptop, desk and office chair for around 5 hours per week while she is gaming and 
internet shopping and around 20 hours per week for work purposes. 
 
Piruntha also keeps one quarterly invoice for her electricity and gas expenses, one 
monthly internet bill and one monthly mobile phone bill for the period 6 December 
2022 to 30 June 2023. She also keeps the receipt for the stationery she purchased on 
1 December 2022. 
 
At the end of the 2022-23 income year, Piruntha determines that she meets all the 
criteria for the 67 cents per hour method because she: 
 

• is working from home to carry out her employment duties 
 

• has incurred additional running expenses as a result of working from home, 
and 

 
• has retained the relevant records. 

 
As such, she decides to calculate her additional running expenses using the revised 
fixed-rate method. 
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First, Piruntha multiplies the total number of hours she worked from home by the 
hourly rate. Her calculation is: 
 

560 hours × 67c per hour = $375.20. 
 
This is Piruntha's deduction for her electricity, gas, mobile phone, internet and 
stationery expenses. 
 
As the desk and office chair Piruntha purchased cost less than $300, she can claim 
the full purchase price of them in the 2022-23 income year. However, she must 
reduce her deduction for her private use of those items. Piruntha works out her 
private and work-related use of her depreciating assets as follows: 
 

Time spent using assets for work = 20 hours per week 
Time spent using the assets for private purposes = 5 hours per week 

Total hours assets used per week = 25 hours 
5 hours per week ÷ 25 hours per week = 20% private use 

20 hours per week ÷ 25 hours per week = 80% work-related use. 
 
The decline in value deduction (related to her work-related use) for the desk and 
chair is: 
 

$250 × 80% = $200 
$299 × 80% = $239.20. 

 
To calculate the decline in value of her laptop, Piruntha uses the depreciation and 
capital allowances tool on the ATO's website and chooses to use the diminishing 
value method. The tool calculates the decline in value of the laptop as: 
 

 
 
To work out the total amount of her deduction for the additional running expenses 
she incurred as a result of working from home during the 2022-23 income year, 
Piruntha adds the amount calculated using the hourly rate to the work-related 
decline in value of her laptop, desk and chair. This is calculated as: 
 

$375.20 + $200 + $239.20 + $696.52 = $1,510. 
 
When she lodges her 2022-23 tax return, Piruntha includes a deduction of $1,510 for 
her working from home expenses at the other work-related expenses question. 
 
Even though Piruntha also uses her personal mobile phone for work when she is in 
the office, she cannot claim any additional deduction for this work-related use of her 
phone in her 2022-23 income tax return.  
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4. Phone, data and internet expenses 
 
4.1 Before you start reading… You may have already claimed these 

 
Draft Practical Compliance Guideline PCG 2022/D4 (titled “Claiming a deduction for 
additional running expenses incurred while working from home - ATO compliance 
approach”) is where the Commissioner gives the 67 cents per hour working from home rate. 
In it he states: 
 

14. The practical compliance approach outlined in this Guideline overcomes 
difficulties associated with apportioning and calculating the additional expense you 
actually incur as a result of working from home in respect of: 
 

• energy expenses (electricity and/or gas) for lighting, heating/cooling and to 
run electronic items used for work 

 
• internet expenses 

 
• mobile and/or home telephone expenses 

 
• stationery and computer consumables. 

 
So if all the phone and internet use you want to claim a deduction for is while you are 
working from home, and you are claiming the 67 cents per hour work from home deduction, 
then there is no other deduction on top of the 67 cents per hour and you can stop reading 
now. 
 
If you are claiming the 67 cents per hour for your working from home, but you have work 
phone and internet use other than when you are working from home, remember that 
everything below now only applies to the phone and internet use outside your working from 
home hours 
 
If you are not claiming the 67 cents per hour then read on… 
 
4.2 This is not going to be easy… or it is going to be very easy 
 
Most employees now use their phone, data or internet for work purposes and so are able to 
claim a deduction for this use. This is especially relevant to people who are working from 
home. 
 
Unfortunately, the Commissioner has decided to ignore that these days everyone pays one 
amount per month for all their calls and data, and often do not get information from their 
phone or internet provider that can assist them in identifying private and business use. 
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As a result the Commissioner has decided you either can claim a ridiculously small 
deduction ($50) or you need to keep records that in many cases are simply impossible to 
keep. 
 
4.2.1 Two quick reminders on what is not deductible 
 

1. If you get a phone for use from your employer… Please tell your clients that they 
can’t claim a deduction for phone use if their employer provides them with a phone 
and pays the phone bill, or if their employer reimburses the cost they incur on their 
phone. In a series of audits, the Commissioner has allowed no deductions for phone 
and internet costs where the employee has been provided with a phone but claims 
they also used their personal phone for business use. 
 
Spencer and Commissioner of Taxation (Taxation) [2021] AATA 1106 
In this case, throughout the audit of his work related expenses, where he claimed 
100% of the costs on his phone, the taxpayer “forgot” to mention the work phone 
given to him by his employer - the ATO only found out about the existence of this 
work phone when talking to his employer. I imagine the taxpayer felt that claiming 
100% of his personal phone was business would be hard to justify if he told them he 
had a work phone paid for by his employer for him to make business calls on… 
 

 
2. Costs you incur before you start work… also remind your clients that they can't 

claim a deduction as you are not yet generating income from the use of the phone. 
This includes a casual employee who has an employer phone them to ask them to 
work. 

 
4.3 Phone and data apportioning 
 
If you use your phone, data or internet for both work and private use, you will need to work 
out the amount that relates to your work use. 
 
4.3.1 The easy way - $50 
 
On his website (see https://www.ato.gov.au/Individuals/Income-and-
deductions/Deductions-you-can-claim/Other-work-related-deductions/phone,-data-and-
internet-expenses/) the Commissioner offers the easiest way to claim deductions for your 
phone and data where there needs to be an apportionment between business and private 
use. He states: 
 

If your phone, data and internet use for work is incidental and you're claiming $50 or 
less in total, you don't need to keep records. 

 
So just claim $50 and you will never have a problem. 
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4.3.2 Usage is itemised on your bills 
 
Through most phone apps you will find you can download an itemised bill, showing the 
numbers called and the amount of data used each day. While this does not help us at all 
establish whether the data has been for work or private use, we can identify work numbers 
and private numbers. 
 
So with the phone number information we can work out a percentage of work use over a 
four-week representative period, which we can then apply to the full year. The 
Commissioner’s own example shows you can use this “phone” percentage to work out the 
work use of the data use on the phone. 
 

Julie has an $65 per month mobile phone plan, which includes $500 worth of phone 
calls and 1.5GB of data. She receives a bill that itemises her phone calls and provides 
her with her monthly data use. 
 
Over a 4 week representative period, Julie identifies that 20% of her phone calls are 
work-related. She worked for 11 months during the income year, having had one 
month of leave. Julie can claim a deduction of $143 in her tax return (20% × $65 × 11 
months). 

 
But note the 11 months in this example – most of us take 4 weeks leave a year so we need 
to only claim a deduction for 11 months. 
 
There is a second option, BUT ONLY IF OUR BUSINESS US IS INCIDENTAL, something less 
than 20% of all the calls. In this case the Commissioner states: 
 

If the work use of your phone, data and internet is incidental, you can claim: 
 

• $0.25 for work phone calls made from your landline 
• $0.75 for work phone calls made from your mobile 
• $0.10 for text messages sent from your mobile. 

 
But you will only use these rates if it gets you over $50 given the “easy way” covered above. 
 
4.3.3 Usage is not itemised on your bills 
 
If your client has a phone plan where they cannot get an itemised bill (more likely they can’t 
be bothered to ask for one or download one from their provider as all the main providers 
can give itemised call lists), the Commissioner required them to keep a record of all their 
phone calls over a 4 week representative period. This is the case with some prepaid mobile 
phone plans as there are no invoices provided (but often you can still ask for the call listing). 
The record can just be the number of work calls and the number of private calls… From an 
example the Commissioner uses… 
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During this four-week period, Ahmed makes 25 work phone calls and 75 private 
phone calls. Ahmed worked for 11 months during the income year, having had one 
month of leave. 

 
4.3.4 Can’t I just make a reasonable guess 
 
No. If you get audited and you have just made a guess you will be denied the deduction (and 
just get the $50 a year we discuss below). 
 

Spencer and Commissioner of Taxation [2021] AATA 1106  
In this case, the taxpayer claimed all his home internet and all his phone costs 
(including buying the phone). His employer had given him a work phone and a tablet 
with a SIM card so he could access the internet on both these devices. During an 
audit the Commissioner only gave him a $50 deduction for the phone and calls for 
the entire year, and the AAT agreed saying… 
 
There is simply insufficient evidence before the Tribunal to be satisfied that Mr 
Spencer is entitled to the deductions he has claimed, particularly as Mr Spencer did 
not keep contemporaneous records of usage. It follows that the Tribunal does not 
accept that Mr Spencer has satisfied the onus on him with regards to his mobile 
telephone expenses. [para 57] 

 
If you cannot PROVE, not GUESS but PROVE, a business percentage of your phone and 
internet, all you will get is $50 for each if the tax return is audited. 
 
4.4 Internet expenses apportioning 
 
This is where it all gets crazy. Take this line from an example the Commissioner loves to use: 
 

Des also keeps a record for 4 weeks of the data downloaded. He works out that 30% 
of the total amount used was for work. 

 
Commissioner, exactly how does Des “work out” that 30% of the data he downloads was for 
work? Of course the Commissioner offers no way of doing this… most likely because it is in 
almost all but the most specific cases (I only have one specific work application never used 
privately that tracks its own data use). 
 
In all of his examples, the Commissioner just assumes you can work this out so none are 
helpful. He also suggests you could do it based on time but what if you have multiple 
applications running at the same time. 
 
Put simply, the Commissioner has never offered a reasonable basis to work out work-
related internet use. 
 
So what do we do? Claim $50 (in the Spencer case above the Commissioner gave the 
taxpayer $50 for phone plus $50 for internet), or use the same rate that we used for our 



“Working from home” and “home is a business” deductions 2023 

 20 

phone calls, even though the phone and the internet connection are not liked in any way (I 
have seen this accepted in an audit). 
 
4.5 Buying a smartphone, tablet or other electronic device 
 
Finally, if you bought a smartphone, tablet or other electronic device and you use it for work 
you can claim a deduction for: 
 

• assets costing $300 or less, its full cost in the income year it was purchased 
• assets costing more than $300, its decline in value over its effective life 

 
But remember, if you use the asset for work purposes and private purposes, you need to 
apportion your deduction and only claim the work-related portion. 

 


