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If you run a home-based business or if you do some of your work from home, you can claim a portion of some expenses to help reduce your tax bill. 

Home office expenses

If you have set aside an exclusive home business area of your home as an office or workspace, then you can claim a portion of some home expenses based on the business floor area compared to the total floor area of the house. For example the business area might work out to 10% of the total home floor area. 
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Once you have worked out the floor area set aside for business use in your home as a percentage of the total home area, you can claim this percentage for these typical expenses:

· Rates if you own the house (otherwise rent, as the landlord typically pays the rates)

· Depreciation if you own the house. Depreciation is calculated at 3% of an approved valuation

· Interest on the mortgage, but not principal repayments.

· Electricity

· Insurance (both contents and house replacement insurance)

· Check with your insurance company or insurance broker that your household contents policy covers the business use of your office equipment. If it doesn’t, then consider a separate insurance policy for business equipment, such as a computer, printer and photocopier. An insurance policy exclusively for business equipment is fully claimable.

No set area?
You may work both at home and elsewhere, or you may not be able to set aside a special office area. However, you may still do the accounts at the kitchen table, make many of your phone calls from home, or heat up the lounge especially for a client meeting. 
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In this case your apportionment of expenses should reflect the time you spend at home on business and the area that you use. The main point is that your expense claim should be fair and reasonable, and you should be able to defend it – for example, with a business diary recording meetings you held at home. If you’re in doubt about what would be considered ‘fair and reasonable,’ ask your tax agent for guidance. 

Telephone

· Rental portion. You can claim 50% of telephone rental if your home is the centre of operations for your business. If you have installed extra features such as faxability or call diversion specifically for business communications, then you can claim those extras in full.

· Toll call charges. You can claim all your business related toll calls. 

· Internet charges. Home Internet connections are typically for business and for family use. Unless you restrict the Internet only to business use you can claim 50% of the monthly bill.

· Separate lines. If you have separate home and business telephone lines, then you can claim the full cost of a business line, but none of the private line. However, remember to subtract any private calls you make on the business line.
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Fax

Most fax machines are bought for business communications, so if this applies to your business the cost of the fax machine and fax charges are fully deductible.
Cell phones and pagers

Deductibility depends upon intent. If the cell phone or pager was bought for business use then the cost is fully deductible.

· Pre-pay plans. Costs of pre-pay top-ups are fully deductible if the cell phone is strictly used for business purposes.

· Fixed price business plan. Fully deductible if the main purpose is for business calls.
Special expenses or exceptions

Electricity can be a special case where you may feel that a business use claim based on your office area (for example 10% of the cost) is not fair because a larger percentage of your power bill goes towards lighting, heating or cooling the office. You may consider that 25% of your electricity costs more accurately reflect the real share. 
You may also wish to claim for other home expenses. For example, to build credibility with customers and project a more ‘professional look’ you may feel you need to develop a separate entrance way to your office area or landscape the approach. In this case you would have to claim a depreciation portion each year on the capital costs involved. 
It is best to ask us or consult an accountant about these special cases. The important point is that you should be able to defend your claims as fair and reasonable and support claims with full expense records.
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