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Home	office	deduction	worksheet	excel

Home	office	expenses	example.		Home	office	deduction	excel	template.		Home	office	deduction	worksheet.		Home	office	deduction	example.		

Given	article	text	here	Once	you	qualify	for	the	hom	office	deduction,	there	are	two	methods	to	calculate	your	deduction,	the	actual	expense	method	and	the	simplifed	method.To	use	the	actual	expense	method,	you	must	keep	receipts	and	records	of	all	expenses.	The	calculation	is	a	little	more	complicated.	If	you	own	your	home,	you’ll	need	to
calculate	depreciation	as	well.	However,	the	deduction	when	you	use	actual	expenses	tends	to	be	more	significant.The	simplifed	method	is	straightforward,	requires	little	bookkeeping,	you	don’t	have	to	keep	receipts,	it’s	a	simple	calculation,	there’s	no	depreciation	to	worry	about	if	you	own	your	home,	however,	there	is	a	$1,500	max.	Now	we’ll	walk
you	through	each	method	so	you	can	see	how	they	work	and	which	one	might	be	best	for	you.THE	ACTUAL	EXPENSE	METHODLet’s	start	with	the	actual	expense	method.	The	actual	expense	method	allows	you	to	deduct	the	“business	use	percent”	of	your	actual	expenses	like	cleaning,	insurance,	mortgage	interest	and	real	estate	taxes	if	you	own
your	home,	rent	if	you	rent	your	home,	along	with	repairs,	security	system	and	utilities.	You	must	have	receipts	and	documentation	to	substantiate	your	deductions	in	case	you’re	ever	audited.Business	use	percentNow	I	bet	you’re	wondering	what	the	heck	this	business	use	percent	is,	so	let	me	walk	you	through	it.	It’s	nothing	more	than	a	simple
calculation	to	find	the	percent	of	your	home	used	for	business.	So	let’s	say	your	home	is	2,500	square	feet,	and	the	area	used	for	your	business	is	500	square	feet.	We	take	the	500	square	feet	and	divide	by	the	total	square	footage	of	2,500	square	feet,	and	that	gives	us	20%.	The	way	you	calculate	your	actual	expense	depends	on	if	you	rent	or	own
your	home.	I’ll	walk	you	through	how	to	calculate	as	a	renter	first	then	as	a	homeowner.	If	you	rent	your	homLet’s	walk	through	the	renter	scenario	first.	So	we	have	$500	for	the	year	for	cleaning,	$12,000	for	the	year	for	rent,	and	$4,000	for	the	year	for	utilities.	That	gives	a	total	of	16,500	in	costs	that	we’ll	multiply	by	our	20%,	the	business	use
percent	of	our	home.	That	equals	$3,300	home	office	deduction,	just	like	that.If	you	own	your	homNow	let’s	take	a	look	at	how	a	homeowner	calculates	the	actual	expense	method.	If	you	rent,	you	can	take	your	actual	expenses	as	long	as	you	have	your	documentation.	If	you	own	your	home,	there	is	an	extra	step;	you’ll	need	to	depreciate	the	business
percent	use	portion	of	your	home.	This	does	increase	your	deduction,	but	the	only	caveat	is	if	you	ever	sell	your	hom,	you’ll	need	to	pay	taxes	on	the	depreciation	you	took.	Let	me	break	this	down	for	you.	So	just	like	the	actual	expenses	for	renting,	let’s	talk	numbers	for	the	homeowner,	$750	for	cleaning,	$15,000	for	the	year	for	mortgage	interest,
$4,500	for	the	year	for	real	estate	taxes,	$1,500	repairs	for	the	year,	and	$4,000	in	utilities	for	the	year.	That	gives	us	$25,750.	We	multiply	that	again	by	our	same	20%,	the	business	percent	use	of	our	hom,	and	we	get	$5,150	for	the	home	office	deduction.Home	Depreciation	(The	Extra	Step)Now	let’s	figure	out	the	additional	piece,	the	depreciation.
So	to	do	this,	we	have	to	take	the	total	cost	of	your	hom	when	you	purchased	it.	You’ll	find	this	information	on	your	closing	documents	that	you	received	when	you	closed	on	your	hom.	Then	we’ll	subtract	the	Let's	figure	out	your	home's	adjusted	basis.	Since	land	isn't	depreciable,	we'll	find	this	number	in	the	closing	documents.	Then,	we'll	add	the	full
cost	of	any	home	improvements	since	you	purchased.	Home	improvements	are	things	that	increase	your	house's	value,	not	regular	repairs	or	maintenance.	Examples	include	replacing	a	roof,	rewiring	electrical	systems,	or	adding	an	addition.	You'll	need	receipts	for	these	costs.	We'll	subtract	casualty	losses	related	to	your	home,	like	flood	or	fire
damage.	This	formula	gives	us	our	home's	adjusted	basis.	Let's	use	real	numbers:	if	the	home	is	worth	$200,000	and	we	subtract	$75,000	for	land	value,	that	leaves	$125,000.	We	added	a	new	roof	and	bathroom	for	$15,000,	giving	us	an	adjusted	basis	of	$140,000.	Next,	we	divide	this	number	by	39	years	to	get	our	annual	depreciation:	$3,589.75,	but
we	can	only	take	20%	of	that,	which	is	$717.95.	We	can	also	claim	the	$5,150	home	office	deduction	and	add	it	to	our	total	deductions	for	a	grand	total	of	$5,867.95.	What	happens	when	you	sell	your	home?	If	you	sell	it	for	more	than	its	adjusted	basis,	you'll	have	a	capital	gain.	Let's	say	you	sell	after	five	years.	You'll	need	to	recapture	and	pay	taxes
on	the	depreciation	taken:	$3,589.75	multiplied	by	25%	is	$897.45.	The	actual	expense	method	can	be	involved,	but	taking	these	deductions	can	still	be	worth	it.	Alternatively,	you	can	hire	an	accountant	to	handle	everything	for	you.	Now	let's	look	at	the	simplified	method.	It's	super	easy	and	doesn't	require	keeping	receipts	or	records.	You	just	need
to	qualify	and	know	your	home	office	space's	square	footage.	This	method	works	whether	you	rent	or	own	your	home.	There's	no	depreciation,	but	there	is	a	maximum	of	$1,500.	For	example,	if	your	home	office	has	100	square	feet,	the	simplified	method	allows	a	$500	deduction	without	any	record-keeping	or	receipts	required.	You're	limited	to
maxing	out	at	$1,500,	so	if	you	had	a	500	sq	ft	home	office,	and	you	multiplied	it	by	the	$5	range,	that's	$2,500.	However,	you	can	only	claim	$1,500.	To	help	with	this,	understanding	the	two	methods	and	how	they're	calculated	is	key.	You	can	calculate	which	one	gives	you	the	larger	deduction,	or	just	stick	to	the	simplified	method	each	year.	The
home	office	deduction	is	a	significant	tax	benefit	for	small	business	owners,	but	it's	often	overlooked.	While	it	might	not	be	enough	to	prevent	moving	to	a	dedicated	office	space,	it's	worth	taking	advantage	of	until	then.	Many	self-employed	individuals	start	from	home	but	forget	about	the	available	tax	deductions.	To	accurately	claim	your	home	office
tax	deduction,	some	record-keeping	is	involved,	so	using	a	home	office	deduction	worksheet	can	simplify	the	final	calculations.	Note	that	there	are	tools	like	Bonsai	Tax	that	can	help	with	this	process	and	potentially	save	you	$5,600	on	your	tax	bill.	To	qualify	for	the	home	office	deduction,	two	requirements	must	be	met:	your	home	must	be	used
exclusively	for	conducting	business	on	a	regular	basis,	and	it	must	be	your	primary	place	of	business.	The	IRS	has	defined	six	instances	where	a	part	of	your	home	is	considered	"exclusively	conducting	business."	This	includes	using	your	home	as	a	principal	place	of	business,	meeting	with	clients	or	customers,	storing	inventory	or	product	samples,
using	it	for	rental	purposes,	or	operating	a	daycare	facility.	Additionally,	the	IRS	provides	three	guidelines	to	define	what	constitutes	a	"home":	this	can	include	any	structure	on	the	property,	like	an	unattached	garage	or	studio,	but	does	not	include	parts	used	exclusively	as	a	hotel,	motel,	inn,	or	similar	business.	Make	sure	you	meet	these
requirements	to	avoid	a	home	office	deduction	audit	by	the	IRS.	In	terms	of	expenses	that	can	be	included	in	the	home	office	tax	deduction,	these	are	referred	to	as	qualified	expenses	and	cover	any	expenses	for	business	use	of	your	home.	Using	Your	Home	for	Business:	A	Guide	to	Deductions	For	business	purposes,	home	expenses	may	not	be	fully
deductible	if	they	are	not	used	for	business	activities.	Landscaping	costs,	for	instance,	are	often	excluded	because	while	it	improves	the	appearance	of	your	property,	it	is	not	a	dedicated	space	for	business	use.	###	Calculating	Your	Deduction	There	are	two	methods	to	calculate	your	deduction:	the	simplified	option	and	the	regular	method.	The
choice	between	these	methods	depends	on	how	much	of	your	home	you	use	for	business	and	the	amount	of	annual	home	office	expenses.	Selecting	the	correct	method	ensures	you	get	the	most	out	of	your	deductions.	###	Simplified	Option	The	simplified	calculation	is	easy	to	apply,	requires	minimal	documentation,	and	was	introduced	in	2013	to
make	it	more	accessible	for	small	businesses	with	limited	resources.	This	option	involves	multiplying	the	square	footage	used	for	business	by	$5	per	square	foot,	resulting	in	a	maximum	deduction	of	$15,000.	However,	if	your	home	office	exceeds	300	square	feet,	you	can	either	use	this	simplified	method	and	cap	it	at	300	square	feet	or	switch	to	the
regular	method.	###	Important	Tax	Notes	Keep	in	mind	that	using	the	simplified	option	does	not	change	the	criteria	for	qualifying	for	the	home	office	deduction.	Traditional	home-related	itemized	deductions	like	mortgage	interest	and	real	estate	taxes	are	still	claimable	on	Schedule	A.	However,	you	cannot	take	the	home	depreciation	deduction	or
recapture	it	in	future	years	if	you	used	the	simplified	method.	###	Regular	Method	The	regular	method	involves	tracking	actual	expenses,	such	as	mortgage	interest,	insurance,	utilities,	repairs,	and	depreciation.	To	apply	this	method,	you'll	need	to	prorate	the	deductible	amount	based	on	the	percentage	of	your	home	used	for	business.	This	can	be
managed	within	your	current	bookkeeping	system.	It's	essential	to	keep	receipts	of	your	expenses,	including	documentation	from	Bonsai	Tax	or	other	expense	tracking	apps	to	help	you	maximize	your	deductions.	###	Additional	Tips	Using	a	reliable	expense	tracking	app	like	Bonsai	Tax	can	help	you	save	money	on	taxes	by	identifying	and	maximizing
available	deductions.	Using	a	Home	Office	Deduction	Worksheet	for	Your	Tax	Bill	To	simplify	the	process,	create	a	copy	of	our	free	worksheet	and	follow	these	steps:	First,	determine	which	part	of	your	home	is	used	for	business	purposes.	If	you	use	an	entire	room,	calculate	the	square	footage	of	your	dedicated	office	space	and	divide	it	by	the	total
square	footage	of	your	house	to	find	the	percentage.	Next,	categorize	your	expenses	into	direct	or	indirect.	Direct	expenses	are	those	that	would	not	exist	if	you	didn't	have	a	business,	such	as	a	dedicated	business	phone	line.	Indirect	expenses,	like	real	estate	taxes,	will	remain	even	if	you	don't	operate	a	home	business.	Calculate	how	much	of	each
type	of	expense	is	related	to	your	business	and	apply	the	IRS	guidelines	for	deductions.	For	direct	expenses,	you	can	typically	deduct	100%	of	them.	However,	indirect	expenses	are	prorated	based	on	the	percentage	of	your	home	used	for	business	purposes.	Finally,	calculate	your	deduction	limit	based	on	your	gross	business	income,	ensuring	that
your	total	expense	amount	does	not	exceed	this	limit.	By	following	these	steps	and	utilizing	our	free	worksheet,	you	can	ensure	accuracy	in	your	home	office	deduction	calculations.	If	your	gross	income	isn't	enough	to	cover	all	your	expenses,	you	won't	be	able	to	deduct	everything.	The	IRS	breaks	down	expenses	into	categories	like	mortgage	interest,
real	estate	taxes,	insurance,	rent,	repairs,	utilities,	and	other	costs,	which	includes	home	office	expenses.	Remember,	this	"other"	category	is	just	for	home	office	expenses	-	business	expenses	are	handled	separately	elsewhere	on	your	tax	return.	Your	deduction	limit	also	includes	any	leftover	deductions	from	the	previous	year	that	you	can	carry	over.
Even	if	you	can't	take	your	full	deduction	in	a	particular	year,	don't	worry;	those	excess	amounts	will	carry	over	to	the	next	year.	In	terms	of	final	calculations,	most	info	needed	is	already	available	or	requires	just	one-time	calculations,	and	you	might	find	some	built-in	calculations	on	the	spreadsheet	that	input	the	lesser	of	two	values	-	this	is	because
certain	IRS	lines	require	you	to	enter	the	lesser	of	two	or	three	variables.	If	you're	thinking	about	using	a	worksheet	for	home	office	reimbursement,	consider	factors	like	time	investment,	whether	you're	working	with	a	tax	prep	service	(in	which	case	the	worksheet	isn't	necessary),	and	your	comfort	level	with	accounting	and	taxation	principles.


