
L et’s face it, the challenge 
of finding the silver lining 
in the clouds of 2020 is 

becoming increasingly difficult. 
One positive is that, for many 
of us, we have been able to 
firmly cement our feelings about 
working from home. For those 
of you who have been coveting 
the idea of moving into a home-
based business Covid-19 has 
provided a unique “try before 
you buy” opportunity. 

If you are feeling positive about the 
experience it means you’ve been able 
to remain productive, motivated and 
organised while enjoying the flexibility 
afforded by working from home. You 
won’t be missing the daily commute, and 
the social aspects of the workplace have 
been offset by the genuine benefits of 
work–life balance. 

Joining over 1 million Australians who 
already run businesses from home has 
never seemed more appealing and the 
security provided by a tried and tested 
franchise model has you seriously consid-
ering your options.

Moving from the role of employee 
to business owner can be daunting. 
Choosing a home-based franchise will 
provide you with training and guidance 
you don’t get when you go it alone. You 
are probably attracted to the promise 
of lower overheads and possible tax 
deductions, but it’s important to consider 
all the legal and financial implications of 
operating a home-based franchise before 
you commit.
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Tax
When starting any business you have a number of tax obligations, but if you are running 
a franchise from home you will have some more specific considerations. Your business 
structure will impact your entitlements, tax implications, liability limitations and reporting 
obligations, so start by investigating the advantages and disadvantages of acting as a sole 
trader, partnership, trust or company. 

Don’t let all the red tape put you off. Keep in mind that a home-based franchise 
comes with less financial risk. You will have some set-up costs, but you won’t be 
spending precious funds on office space, storage space, parking, office furniture or 
fitouts. 

Plus, there are the benefits that go with investing in any franchise. Your franchisor 
will provide you with support and community contact, so you won’t feel isolated. 

Franchises offer you brand recognition and provide access to a range of tools, 
systems and processes that will see you well on the way to business success.

Most importantly take the time to discuss your home-based franchise ideas with 
professionals in the field; accountants, lawyers and business advisors will be able to 
guide you through the process and offer objective advice. 

WHAT EXPENSES CAN I CLAIM?
Occupancy expenses — mortgage, interest rates, rent, council 
rates, land taxes and house premiums. To claim these, you 
need to pass the “interest deductibility test”. The area you 
have set aside in your home must have the character of a place 
of business, be identifiable, used exclusively for business and 
visited by clients.

Running expenses — electricity, phone, decline in value of 
equipment, furniture, cleaning. You can only claim the portion 
of these that is related to running the business. Sometimes 
separating business and personal costs can be difficult.

Motor vehicle expenses — trips between home and other 
locations, provided the travel is business related.

WHAT IF I SET UP A COMPANY OR TRUST?

You will need a genuine market rate rental contract.

If you are a business owner and an employee, once you have been 
reimbursed for expenses you can’t claim these again on your 
personal tax return.

Reimbursement for expenses may require the company to pay the 
Fringe Benefits Tax.

ARE THERE CAPITAL GAINS IMPLICATIONS WHEN I 
SELL MY HOME?

If you are entitled to occupancy expenses or you have been 
receiving rental income you may have to pay CGT.

WHAT INSURANCE WILL I NEED?
• Public liability – particularly if you have clients that come to your home as part of the business.
• Professional indemnity – which helps cover the cost of litigation.
• Product liability.
 

WHAT LICENSES AND REGISTRATIONS WILL APPLY?
• There are different regulations that govern working from home depending on your state, territory 

and local government. These will vary according to your location and industry.
• The impact of your business on the surrounding area is an important consideration. If you reside in 

a predominantly residential area you may need to obtain special permission.
• It’s highly likely that you will need a range of permits relating to zoning, signage, noise levels, health 

issues, pollution, energy use and parking.
 

DO OCCUPATIONS HEALTH AND SAFETY OBLIGATIONS STILL APPLY?
• These are still important even though you are a home-based business.
• The requirements will vary depending on who is impacted by the at-home set-up. Is it just the 

owner, are their staff, will customers and suppliers be visiting the home?

Legal

CAN I RUN A HOME-BASED FRANCHISE FROM A RENTAL PROPERTY?

• Tenants may run a home-based business, but they need the approval of the landlord and 
the predominant purpose must be use as residence. In addition, there are special conditions 
tenants must comply with. 
 

• The tenant will require home-based business insurance and the landlord will likely check 
your certificate of currency on an annual basis. A special condition may be included in the 
tenancy agreement specifying that the insurance remains current and the landlord assumes 
no responsibility for risks associated to the running of the business. 
 

• The landlord will insist that all council approvals and licensing requirements have been 
obtained. 
 

• It is important that both the tenant and the landlord do their research, but ultimately the 
decision will be at the discretion of the landlord.

Bruce McFarlane is managing director 
of BlueRock Law, a practice specialising 
in mergers and acquisitions and 
franchising.
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