
P R O P O S E D  N E W  M E T H O D  F O R  C A L C U L A T I N G  W F H  E X P E N S E S

the actual costs method, which involved calculating the actual expenses incurred as a result
of working from home;

the fixed rate method, which allowed 52c per hour for each hour a taxpayer worked from their
home office to calculate their electricity and gas expenses, home office cleaning expenses,
and the decline in value of furniture and furnishings. In addition, a separate deduction for the
taxpayer’s work-related internet expenses, mobile and home telephone expenses, stationery
and computer consumables and the decline in value of a computer/laptop could also be
claimed; and

With the expiration of the previous fixed rate method and the shortcut method for calculating
the deduction for working from home (WFH) expenses, the ATO has released a draft guideline on
the new revised fixed rate method for calculating work-related additional running expenses that
will replace both these methods from 1 July 2022.

Prior to 1 July 2022, taxpayers were able to use one of three methods for calculating a deduction
for expenses incurred as a result of working from home:
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the shortcut method, which was introduced during the COVID-19 pandemic to make it easier
for the large proportion of employees suddenly finding themselves working from home. This
method allowed taxpayers to claim 80c per hour for each hour that they worked from home
and covered all expenses such as phone, internet, decline in value of equipment and furniture,
electricity, gas, lighting etc. 

From 1 July 2022, taxpayers can no longer use the shortcut method of 80c per hour and the ATO
has now revised the fixed rate method. According to the ATO, the revised fixed-rate method
apportions additional running expenses “on a fair and reasonable basis by using a fixed rate of 67c
per hour”. Not only is this rate lower than the 80c per hour used by the shortcut method, but it is
also proposed to include energy expenses (electricity and gas), internet, mobile, telephone,
stationery, and computer consumables, some of which could have been claimed as a separate
deduction under the previous fixed rate method.

The work-related decline in value of any depreciating assets can continue to be claimed as a
separate deduction under the proposed fixed rate method, as can other running expenses not
specifically outlined above. Therefore, to calculate the total deduction under this new revised
fixed rate method, taxpayers will need to calculate the number of hours worked from home
during the income year, and multiply that by 67c per hour. To that figure, the decline in value of
depreciating assets and other running expenses which are not included in the 67c base rate can
be added giving a final deduction amount. 

Given the continual increase in energy bills and other inflationary pressures, this new proposed
fixed rate method is likely to yield consistently lower deductions than if the actual cost method
was used. Coupled with the abolition of the shortcut method, this means that taxpayers will
either have to accept a lower WFH deduction in the coming years or deal with increased
paperwork to be able to claim WFH deductions under the actual costs method.
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If you have any queries, please feel free to contact us.

CONTACT

DLK Advisory
Level 10, 99 Queen Street, Melbourne VIC 3000

Ben Melin
ben.melin@dlkadvisory.com.au

David Lilja
david.lilja@dlkadvisory.com.au

Adam Mallabone
adam.mallabone@dlkadvisory.com.au

www.dlkadvisory.com.au

T: +61 3 9923 1222


