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This tax season will see the ATO 
specifically targeting extreme or 
inappropriate deductions made 
by rental property owners.
While it is not uncommon to make some 
mistakes when claiming rental deductions, it 
is necessary for taxpayers with rental property 
interests to get their deductions and expense 
claims right to avoid facing harsh and costly 
penalties. Last year, the ATO contacted more 
than 350,000 taxpayers about omissions and 
errors in their returns. 

This 2015-16 financial year will see the ATO 
increasing its focus on four main problem areas 
where rental property owners are incorrectly, 
whether by error or design, claiming deductions 
that don’t necessarily suit their circumstances. 
These include: 

ATO focuses on rental property deductions 
Claiming excessive deductions 

The ATO recently amended deductions claimed 
for a holiday home. Deductions may only be 
claimed for the periods when the holiday house 
property was rented out, or when it was genuinely 
available for rent. Deductions should also be 
limited to the amount of income earned by the 
property owner when the property is rented out 
below the market rate to family or friends.

Partners splitting income and deductions

Husbands and wives who own property together, 
but divide the income and deductions unequally 
to receive a tax advantage for the higher income 
earner, will be heavily penalised by the tax office. 
These kinds of arrangements will attract higher 
penalties if the ATO believes that they are carried 
out deliberately.

Repairs or maintenance claims

The ATO will carefully examine any repair 
and maintenance costs incurred by a property 
owner after a property is bought. These ‘initial 
repairs and improvements’ costs to a property 
are generally not deductible, but can be added 
to the capital cost of the property. 

Claiming for interest deductions

Interest expenses incurred for a rental property 
are only deductible when the property is used 
to produce rental income. For example, those 
who own a two-storey house and live privately 
in the bottom storey but lease out the top 
storey can only claim 50% of the interest 
expenses. Property owners must be aware that 
any interest expense incurred from the private 
use of a property is non-deductible.
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Don’t get caught out by the 
ATO when lodging your work-
related expense claim this 
financial year.
Unusually high work-related expense 
claims from any industry or occupation in 
the country are on the ATO’s hit list this 
year. The tax office has stated that it will 
be paying particular attention to claims 
that have already been reimbursed by 
employers or made for private purposes, 
such as travel from home to work.

Taking such a broad approach and using 
technology that can spot unusual or 
excessive claims will increase the ATO’s 
chances of picking up on those who make 
incorrect claims.

While there are some exceptions that 
allow taxpayers to claim travel from home 
to work, they are often taken advantage of 
by people who stretch the rules or simply 
do not understand them. These are the 
kind of taxpayers who run the risk of being 
picked up by the tax office when lodging a 
return with an incorrect claim.

It is vital for taxpayers who are unsure to 
seek professional advice regarding what 
they can claim and how much they can 
claim. It is also important that they keep a 
record of what they spend on work-related 
items throughout the year in order to 
substantiate what is claimed through their 
tax return.

Tax Matters is for guidance only, and professional advice should be obtained before acting on any information contained herein. Neither the publishers nor the distributors can accept any 
responsibility for loss occasioned to any person as a result of action taken or refrained from in consequence of the contents of this publication.

Training course deductions

Work-related 
expenses on 
ATO hitlist 

its cost base can be increased by including 
expenses, such as interest, rates and taxes. 

Capital gains are calculated by subtracting (from 
the property’s sale price) the cost base plus 
certain eligible expenses that were incurred as a 
consequence of owning the property. 

If the property is owned for at least 12 months, 
then 50% of the capital gain is added to the 
landlord’s taxable income for the year in which 
they sell the second property. This is taxed at 
the landlord’s marginal tax rate.

When making the CGT liability calculation, some 
common expenses that may qualify as part of the 
cost base of the holiday retreat include:

• legal fees or stamp duty on the purchase

• sales commissions and legal expenses

• specific capital improvement costs

• “holding costs”, such as water or council rates

• mortgage interest

• repairs, maintenance, gardening and cleaning

Any property additions or improvements can 
be included in a property’s cost base, but it 
is always a good idea to seek professional 
advice regarding this. Owners need to keep 
in mind that they must keep accurate records 
throughout their time of ownership, as it is 
almost impossible to substantiate claims 
without proper records.

Those who have owned the holiday house since 
before September 20 1985 do not need to 
worry about CGT. 

Sometimes business owners need 
their employees to develop or 
grow their expertise and skills in a 
particular area. 
While training courses like seminars and one-day 
intensives can be a worthwhile investment, there 
are still a few things employers should consider 
from a tax point of view. 

Although employers can claim deductions for 
the full costs incurred when providing education 
to employees, including aspects like travel 
costs, many owners tend to forget to consider 
FBT implications.

Paying for employee work-related course fees 
generally constitutes a fringe benefit and is 
therefore subject to FBT. However, FBT law 
allows a full or partial reduction of FBT payable 
provided that the ‘otherwise deductible’ rule 
is met. The ‘otherwise deductible rule’ implies 

Keeping valid and accurate records 
from the time you purchase your 
holiday retreat can pay off when it 
comes to selling the property and 
calculating CGT. 
Owners should not forget to take into account 
the capital gains that may arise when they 
eventually sell their holiday house.

Since only an individual’s family home or ‘main 
residence’ is exempt from capital gains tax 
(CGT), owning other property, such as a holiday 
house, will put CGT squarely on the table. But 
there is a way an individual can reduce their 
capital gain.

Where the property was bought after August 
20 1991, and used only for private purposes, 

Reducing holiday house CGT 

that if the employee had incurred the expense 
themselves, they could claim a deduction for 
the expense.

An education expense is considered to be 
hypothetically deductible to the employee 
depending on the type of course or education 
studied by the employee. The course 
must have a satisfactory connection to an 
employee’s current employment, maintain or 
improve the skills or knowledge required for 
the employee’s current role, or result in an 
increase in the employee’s income.

Employees cannot claim a deduction for 
education expenses if there is no connection to 
their current employment, even if it assists them 
gain new employment.

Specific membership fees and subscriptions paid 
by an employer are also exempt from FBT (such 
as subscriptions to a professional journal).
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A lot of our clients operate their accounting systems in the cloud, and 
there are some excellent add-on business applications which plug into those systems.   

We asked a few people in our network for a few gems of wisdom to share with you.   
 

From our Guest Columnists from the  Network 
 

 

 Cloud Foundations 
 

There are hundreds of app’s and 
software programs to choose from, if 
you are considering going to the cloud. 
 

The promises that going to the cloud 
will achieve, cover efficiency, and 
improving the bottom line.  
 

But if your foundations aren’t right 
those promises won’t be delivered on. 
 

We asked David Vardy, a local IT 
professional  and owner of  

 
about those foundations.  These are 
the gems he shared with us. 
 

We discuss four key areas and the specific 
considerations of each with our clients when 
they are thinking about making the shift, or 
when we are making recommendations to 
improve systems. 
 
Number 1 – The Internet 
 

The first consideration with any cloud solution 
is: how reliable is your internet? If you are 
always commenting that the internet is down 
or it is running slowly, then maybe a cloud 
solution is not for you. 
 

If your ADSL modem or router supports a 
backup 3g/4g solution, this can assist as a 
backup option for when the ADSL service is 
down. The key is monitoring the use and 
ensuring it is only used for essential services,  
 

otherwise you can find your bill for the 3g/4g 
spiralling out of control very quickly. 
 
Number 2 – Computer Hardware 

 
Cloud solutions generally have less impact 
on your computer hardware as there are 
fewer programs to run, but your computer’s 
specifications will still impact on your day to 
day operations, especially when you are 
using multiple tabs on your internet 
browser/s. 
 

The Basics  
CPU: Dual Core 2.1 GHz or higher  
 

Memory - 4 gig is the minimum required for 
all versions of Windows OS and Mac OS   
(8 gig is better). 
 

Hard Drive: You should always have 15% 
free space on a healthy hard drive for your 
machine to operate reliably. 
 

 
Number 3 – Software 
 

Software – if your cloud based software 
emails out through a traditional email 
program like Microsoft Outlook (32 bit 
version is generally suggested) and it is not 
already installed, this may be required to be 
purchased. 
 

If you wish to view exported CSV or Excel 
accounting reports then a spreadsheet 
program will be required (e.g Excel, 
Numbers or Calc). 
 

 

Security – Anti Virus and Firewall with  
incoming and outgoing inspections are 
preferred, but unless this is correctly 
configured, monitored and problems 
responded to, this will have little to no 
value. 
 
Number 4 - Passwords  
 

If you are not the only person in the office a 
Password Protected Screen Saver is 
always advantageous if you regularly have 
to leave your desk, as well as a password 
for your PC start up, especially if you have 
the browser saving the login Password for 
any Cloud Solution. 
 

Use sensible passwords and don’t repeat 
them through security important solutions, 
periodic changing of the password is a must 
too. 
 

Different passwords for different services 
are essential to protect your other cloud 
services; in case one cloud service has 
been compromised or hacked. 
 
Tailored foundations 
 

The four key areas mentioned above are 
the foundations for a great cloud 
experience. An IT professional should 
always be consulted as there could be more 
considerations specific to your business 
that needs to be reviewed before taking the 
plunge. Ones4Tech clients who have 
moved to Cloud computing are 
experiencing the promises; the key was 
ensuring they had the right foundation. 
 

   

  



 

 App Review - Service M8 
 

We asked Franco Preo, the business 
owner of  

 
 
how he uses Cloud Computing in his 
business, and why he went down that 
path.  This is what Franco shared with 
us 
 
I primarily got onto it given I’d decided to take 
the plunge and put on another staff member. 
 
How was I going to track the work, know 
where my employee was, do all of the 
invoicing, manage the extra daily paperwork 
load, etc.?  
 

The chosen App 
 

That’s where Service m8 stepped in – an 
app that can be used via your iPhone, or 
online via any PC or laptop. You can do 
quotes on the fly, invoice as you finish the 
job (as can your employee), track payments, 
and seamlessly integrate all of your 
information with Xero or MYOB. 
 
“manage my customers” 
 

The app also helps manage my customers 
with customisable invoicing, call-back setting 
facility, tracking of emails and SMS’s (which 
can be done within the system), diarising 
notes so you can see exactly what happens 
from the moment the job was entered into 
the system, to when the payment was made 
and beyond. So you have a complete record  

of all communications between you and your 
client, right down to the time they open and 
read their messages. 
 

Clear communication 
 

We cover the Perth metro area, and the app 
allows the business to track employees, so 
that you know where they are, for how long, 
and it even has a handy live GPS tracker for 
both you and your client, with a message 
going to them when we are on our way.  
There is also an online tracking link so 
clients know exactly how far away you or 
your employees are. You can even build in a 
feedback section.  
 
All in all, I’d rate the app 9/10 for 
functionality and ease of use, and I couldn’t 
be without it now! 
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 Zero in on Xero  
 

There is strong competition between 
MYOB, Xero and Quickbooks in the 
Cloud Computing space, and we 
asked Sharon Climo from  

 
 

for her thoughts  
 

Click Bookkeeping, specialise in MYOB and 
Xero accounting programs.  We also use 
and review a number of different apps for 
timesheets, log books, priorities and 
productivity.  
 

Favourite   
 

My favourite online based business 
accounting app is Xero, because of all the 
features. 
   

Run your business and access your 
accounts from work, home or on the go.    
 

You can work on any system – Mac, 
Windows ipad or your mobile phone.  
   

Your data is completely secure even if your 
computer is lost or stolen.  Xero data is 
guarded 24/7 and backed up every 10 
minutes.  
   

Import and Match 
 

Get your bank statements imported and 
categorised automatically. Xero will match 
most of your bank transactions 
automatically. Just click OK to reconcile. You 
can also create custom rules to 
automatically match more complex 
transactions, like split payments.    
 

At a glance 
 

See at a glance any overdue invoices and 
who owes you the most money.  
 

Bulk send invoices and statements to all 
your customers in one go 

Set expected payment dates to help manage 
cash flow.  
 

Software updates are free and automatically 
available when you login. Every 3-6 weeks 
new features and enhancements are 
released based on customer feedback.  
   

Plus Xero offers a free 30 day trial.  
 

An Accounting System with more 
 

Listed on www.xero.com/au/add-ons/  
Xero details the hundreds of Add-on 
business applications that integrate with 
their accounting package, allowing data to 
be synced and streamlined.  These include 
inventory, time tracking, point of sale and 

financial services. 
 

After 25 years of bookkeeping experience I 
believe these features make Xero the best 
online accounting programme currently 
available.  

http://www.xero.com/au/add-ons/
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