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Is Your Home Office
Tax Deductible?

You can deduct certain expenses if your home office
is the principal place where your trade or business is
conducted or where you meet and deal with clients
or patients in the course of your business. Your home
office will qualify as your
principal place of business
if you use it exclusively and
regularly for the administra-
tive or management activ-
ities associated with your
trade or business. There
must be no other fixed
place where you conduct
substantial administrative or
management activities.

Generally, the amount you can deduct depends on the
percentage of your home used for business. Your
deduction will be limited if your gross income from your
business is less than your total business expenses.

Here are some basic facts to consider if you work at
home:

$ A home office may qualify for deductions if you use it
for administrative or management activities of your trade
or business if there is no other fixed location to conduct
such activities.

$ The home office deduction is available to you whether
you rent or own.

$ If you rent, figuring your home office deduction is
relatively  simple.  Just
multiply your annual rent
payment by the percen-
tage of the total space
occupied by the office.
That prorated portion can
also be applied to utilities,
insurance, repairs and
maintenance.

$ There are limitations to home office deductions based

on your income. The taxpayer must be able to itemize
deductions, using Schedule A. The home office deduc-
tions - along with other miscellaneous deductions -

must exceed 2% of your adjusted gross income.

$ If home office deductions exceed net self-employment
income, those deductions may be carried forward to the
next year, again, only if the self-employed has sufficient
net income.

$ For telecommuters, the business use of an employee's
home must be for the convenience of the employer, and

the employee must not be renting the office space to the
employer.

5 Tips on Understanding
Home-Office Deductions

e Take advantage of every legal opportu -
nity to reduce your taxes. Recent changes
in the law benefit business owners who use their
homes as an administrative and management
base but work at other locations.

e Ask your tax professional to analyze your
business regularly so you don't miss important
deductions.

e Document deductible items. These usually
include such costs as computers and other
equipment, telephone charges, furnishings, and
prorated portions of rent, utilities and home
insurance. You may not deduct expenses for
lawn care or those related to rooms not used for
business.

e If you are a homeowner, discuss with your tax
advisor whether or not to take a depreciation
deduction for the office space.

e For detailed information, go to the Internal
Revenue Service website, and download IRS
Publication 587, Business Use of Your Home.
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