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What You'll Discover:
* How to safely determine if you meet the specific IRS requirements for the
home office deduction.

* A simple yes/no guide that demystifies the complex rules around the business
use of your home.

* The sound logic behind the deduction so you can make a confident and
defensible tax decision.

* The ability to resolve the ‘can | or can't I? contradiction with a clear, principle-
based answer.
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The S3 Home Office Qualifier

The home office deduction can be a valuable tool for business owners, but the rules can

seem confusing. This simple guide walks you through the main requirements to see if

you qualify.

Foundation: The Two Core Tests

To deduct expenses for the business use of your home, you must generally meet two

primary tests: The “Use Test” and the “Business Connection Test".

Step 1: The Use Test (Start Here)

Question: Do you use a specific area of your home exclusively and regularly for

your trade or business?

+ S3 Guidance:

o Exclusive Use: To qualify under the exclusive use test, you must use a
specific area of your home only for your trade or business. The area
can be a room or other separately identifiable space. If you use the
area for both business and personal purposes, you do not meet the
test.

o Regular Use: This means you use the space for business on a
continuing basis; occasional or incidental use is not sufficient.

* If you answered NO: You generally do not qualify.

o Exception: The exclusive use test does not apply if you use part of
your home for the storage of inventory or product samples, or as a
daycare facility. If you meet one of these exceptions, proceed to Step
2. If not, you do not qualify.

* If you answered YES: You have met the first requirement. Proceed to Step 2.

Step 2: The Business Connection Test

Question: Is the business part of your home one of the following: A) Your principal
place of business? B) A place where you meet or deal with clients or customers in
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the normal course of your business? C) A separate structure (not attached to your

home) that you use in connection with your business?

+ S3 Guidance: You only need to meet one of these conditions.

° (A) Principal Place of Business: Your home office will qualify as your
principal place of business if you use it exclusively and regularly for
administrative or management activities of your business, AND you
have no other fixed location where you conduct substantial
administrative or management activities.

o (B) Meeting Clients: This test is met if you physically meet with
patients, clients, or customers in your home in the normal course of
your business.

o (C) Separate Structure: This applies to a standalone structure, like a
studio, workshop, or garage, that is not attached to your home.

*If you answered NO to all three (A, B, and C): You likely do not qualify for the
deduction.

* If you answered YES to at least one (A, B, or C): Congratulations! You meet
the primary requirements to qualify for the home office deduction.

Integration: A Note on the Simplified Method

Even if you qualify, you still must choose how to calculate the deduction. The IRS offers a
simplified method as an alternative to calculating actual expenses. Generally, this
involves multiplying the square footage of your office (up to a maximum of 300 square
feet) by a prescribed rate ($5 per square foot).

Insights Summary

Key S3 Differentiator: This qualifier turns a confusing set of tax rules into a simple,
logical process, replacing uncertainty with clarity and confidence.

Educational Generosity Promise: By understanding the core principles behind the
deduction, you are empowered to make an informed decision for your own tax

situation, now and in the future.
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Stakeholder Synthesis: Correctly claiming a legitimate deduction serves you (the
business owner) by lowering your tax burden, while respecting the tax system by

ensuring you are in full compliance with its rules.

Your Next Steps

Immediate Action (Next 7 days): Measure the square footage of your dedicated
business space. This number is necessary whether you use the simplified or actual

expense method.

Foundation Building (Next 30 days): Create a system to track expenses related to your
entire home (like utilities, mortgage interest, insurance, repairs). This is essential if you
plan to use the actual expense method.

Professional Support: The choice between the simplified method and the actual
expense method can have significant financial implications. A conversation with a

qualified professional can provide a sound analysis of which is better for you.

About SafeSimpleSound Financial Planning

Our Promise: We provide a constitutional approach to financial planning that helps

business owners resolve contradictions and build integrated, confident financial lives.

Educational Generosity Commitment: We believe that empowering business owners
with foundational knowledge is the best way to support our community’s economic
health.

Contact Us: www.safesimplesound.com/contact

Our Philosophy: www.safesimplesound.com/philosophy

© SafeSimpleSound Financial Planning < Excellence Through Foundation-First
Wisdom
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