
WHO TO CONTACT DURING THE LIVE PROGRAM

For Additional Registrations:
-Call Strafford Customer Service 1-800-926-7926 x1 (or 404-881-1141 x1)

For Assistance During the Live Program:
-On the web, use the Chat function to send a message

If you get disconnected during the program, you can simply log in using your original instructions and PIN.

IMPORTANT INFORMATION FOR THE LIVE PROGRAM

This program is approved for 2 CPE credit hours. To earn credit you must:

• Participate in the program on your own computer connection (no sharing) – if you need to register 
additional people, please call customer service at 1-800-926-7926 ext. 1 (or 404-881-1141 ext. 1).  
Strafford accepts American Express, Visa, MasterCard, Discover.

• Listen on-line via your computer speakers.

• Respond to five prompts during the program plus a single verification code.  

• To earn full credit, you must remain connected for the entire program.

Maximizing the Office in Home Deduction: Eligibility, 
Actual vs. Simplified Method, Recapture, Recent Cases
THURSDAY, JULY 15, 2021, 1:00-2:50 pm Eastern

FOR LIVE PROGRAM ONLY



Tips for Optimal Quality FOR LIVE PROGRAM ONLY

Sound Quality
When listening via your computer speakers, please note that the quality 
of your sound will vary depending on the speed and quality of your internet 
connection.

If the sound quality is not satisfactory, please e-mail sound@straffordpub.com
immediately so we can address the problem.

mailto:sound@straffordpub.com


Recording our programs is not permitted. However, today's participants can order 
a recorded version of this event at a special attendee price. Please call customer 
service at 800-926-7926 ext.1 or visit Strafford’s web site at www.straffordpub.com.

FOR LIVE EVENT ONLY

http://www.straffordpub.com/


July 15, 2021

Maximizing the Office in Home Deduction: Eligibility, 
Actual vs. Simplified Method, Recapture, Recent Cases

Jason Watson, CPA, Founding Partner

WCG

jason@watsoncpagroup.com

Terence Coppinger, Principal

Cedar Point Accounting

tccoppinger@hotmail.com



Notice

ANY TAX ADVICE IN THIS COMMUNICATION IS NOT INTENDED OR WRITTEN BY THE SPEAKERS’ FIRMS TO BE 
USED, AND CANNOT BE USED, BY A CLIENT OR ANY OTHER PERSON OR ENTITY FOR THE PURPOSE OF (i) 
AVOIDING PENALTIES THAT MAY BE IMPOSED ON ANY TAXPAYER OR (ii) PROMOTING, MARKETING OR 
RECOMMENDING TO ANOTHER PARTY ANY MATTERS ADDRESSED HEREIN. 

You (and your employees, representatives, or agents) may disclose to any and all persons, without limitation, the tax 
treatment or tax structure, or both, of any transaction described in the associated materials we provide to you, 
including, but not limited to, any tax opinions, memoranda, or other tax analyses contained in those materials.

The information contained herein is of a general nature and based on authorities that are subject to change.  
Applicability of the information to specific situations should be determined through consultation with your tax adviser.



Home Office Agenda
 Current Law (Section 280A), Definitions (JW)
 History (JW)
 Interesting Case Law (JW)
 Qualifying Expenses, Maintenance, Improvements (TC)
 Calculation Methods (TC)
 Home Office Benefits(TC)
 Deduction or Reimbursement (JW)



Home Office Agenda
 Depreciation (JW)
 Tax Free Income (business use of home) (JW)
 The Home Office Deduction in the COVID Era  (TC)  
 IRS Examination Dos and Don’ts (TC)
 Questions and Answers



Current Law
 Section 280A highlights disallowed certain expenses
 (a) General Rule-

Except as otherwise provided in this section, in the case of a 
taxpayer who is an individual or an S corporation, no 
deduction otherwise allowable under this chapter shall be 
allowed with respect to the use of a dwelling unit which is 
used by the taxpayer during the taxable year as a residence.



Current Law
 (c) Exceptions-
(1) Certain business use (typical home office, primary 

body of our presentation)
(2) Certain storage use (not discussed here, simple)
(3) Rental use (tax free… perhaps)
(4) Providing day care services (not discussed here, 

complex)



Current Law
 (1) Certain business use
Subsection (a) shall not apply to any item to the extent such 
item is allocable to a portion of the dwelling unit which is 
exclusively used on a regular basis—



Current Law
 (1) Certain business use (continued)
(A) as the principal place of business for any trade or 
business of the taxpayer, or
(B) as a place of business which is used by patients, clients, or 
customers in … the normal course of trade or business, or
(C) in the case of a separate structure which is not attached 
to the dwelling unit, in connection with … trade or business.



Current Law
 (1) Certain business use (continued)
In the case of an employee, the preceding sentence shall 
apply only if the exclusive use referred to in the preceding 
sentence is for the convenience of his employer.



Current Law
 (1) Certain business use (continued)
For purposes of subparagraph (A), the term “principal place 
of business” includes a place of business which is used by the 
taxpayer for the administrative or management activities of 
any trade or business of the taxpayer if there is no other fixed 
location of such trade or business where the taxpayer 
conducts substantial administrative or management activities 
of such trade or business.



Current Law
 (2) Certain storage use
 (3) Rental use
 (4) Providing day care services



Current Law
 Definitions
Exclusive
Regular
Trade or business
Convenience of employer
Administrative or management activities
Principal place of business



Current Law
 Exclusive
A room, or
Separate identifiable space (does not need be marked off 

or partitioned)
Seems simple enough… until you get the client who 

states their 6x3 desk is a separate identifiable space



Current Law
 Regular
Facts and circumstances
20-40 hours a week seems simple enough
What once a week for one day? Perhaps if it is a side gig 

with a profit motive



Current Law
 Trade or business
Commissioner v. Groetzinger, 480 U.S. 23

to be engaged in a trade or business, the taxpayer must be 
involved in the activity with continuity and regularity and 
that the taxpayer's primary purpose for engaging in the 
activity must be for income or profit. . . . A sporadic activity, a 
hobby, or an amusement does not qualify



Current Law
 Trade or business (continued)
IRS website

The term trade or business generally includes any activity 
carried on for the production of income from selling goods or 
performing services.





Current Law
 Convenience of the employer
Not normally an issue for the self-employed
TCJA 2017 blew up Form 2106 expenses, but let’s play 

along



Current Law
Kathleen is employed as a teacher. She is required to teach 
and meet with students at the school and to grade papers 
and tests. The school provides her with a small office where 
she can work on her lesson plans, grade papers, and tests, 
and meet with parents and students. The school does not 
require her to work at home.



Current Law
Kathleen is employed as a teacher. She is required to teach 
and meet with students at the school and to grade papers 
and tests. The school provides her with a small office where 
she can work on her lesson plans, grade papers, and tests, 
and meet with parents and students. The school does not 
require her to work at home.

IRS says Nope.



Current Law
 Administrative or management activities
IRS Pub 587 has a nice list-
Billing customers, clients, or patients
Keeping books and records
Ordering supplies
Setting up appointments
Forwarding orders or writing reports



Current Law
 Principal place of business
The sore spot of home office tax code and litigation
Has changed over time
Let’s jump into the history



History
 Prior to 1976, relied on “appropriate and helpful” 

standard
 1976, Congress adopts Section 280A
Uses term “primary place of business for any trade or 

business” but fails to define it 
 1993, Commissioner v. Soliman, 506 U.S. 168



History
 1993, Commissioner v. Soliman, 506 U.S. 168 (continued)
U.S. Supreme Court tightens up “principal place of 

business” by giving weight to various activities

In addition to measuring the relative importance of the 
activities undertaken at each business location, the 
decisionmaker should also compare the amount of time 
spent at home with the time spent at other places where 
business activities occur.



History
 1997, Taxpayer Relief Act
In response to the (lousy) U.S. Supreme Court decision, 

Congress fixes their goof and amends Section 280A to 
read-



History
For purposes of subparagraph (A), the term “principal place 
of business” includes a place of business which is used by the 
taxpayer for the administrative or management activities of 
any trade or business of the taxpayer if there is no other fixed 
location of such trade or business where the taxpayer 
conducts substantial administrative or management activities 
of such trade or business.



Current Law
 Principal place of business
Perform substantially all of the administrative and 

management activities
Can have two work locations (home office + another work 

location) provided the home office is where these 
activities occur
Subtle language in the tax code



History
For purposes of subparagraph (A), the term “principal place 
of business” includes a place of business which is used by the 
taxpayer for the administrative or management activities of 
any trade or business of the taxpayer if there is no other fixed 
location of such trade or business where the taxpayer 
conducts substantial administrative or management activities 
of such trade or business.



Fun Case Law
 Tax Home
 Barrett v. Commissioner, Tax Court Memo 2017-195
 Barret was a video producer in Las Vegas
 Traveled to Washington DC several times a year and 

stayed in the D.C. area for about two weeks at a time
 $55,000 in travel
 IRS challenged arguing he was commuting to his tax home



Fun Case Law
 Tax Home (continued)
 Barrett v. Commissioner, Tax Court Memo 2017-195
 IRS lost since Barrett proved he performed substantial 

activities in Las Vegas
 IRS eventually “won” since Barrett could not substantiate
 How often do we see that? Good tax arguments but lousy 

recordkeeping



Fun Case Law
 Tax Home (continued)
 Bigdeli v. Commissioner, Tax Court Memo 2013-148
 Bigdeli was an oral surgeon living in PA and traveled 130 

miles to NY
 Bigdeli deducted $55,950 in travel expenses
 Tax court said no since the expenses were commuting
 His work in NY was not temporary
 Could he have claimed a home office to fix the commuting 

problem?



Fun Case Law
 Tax Home (continued)
 50-mile “rule”
 IRC Section 162(h) defines the local area for state 

legislatures as 50 miles
 Federal government defines metro area for IRS employees 

as 50 miles (IRM 6.550.1.1.7)
 Part 301-11 Per Diem Expenses, U.S. Dept of Interior says 

no per diem if your TDY is within 50 miles of duty station 
or residence





Fun Case Law
 Tax Home (continued)
 50-mile rule is not hard and fast
 But it raises facts and circumstances which might lean 

towards commuting to your tax home (therefore not 
deductible if not temporary) versus your tax home and 
your residence being in the same location



Fun Case Law
 Tax Home (continued)
 Sherman v. Commissioner, 16 Tax Court 332 (1951)
 Sherman has W-2 job in Worcester, MA
 Ran a business in New York City, NY
 Deducted travel
 Tax court sided with Sherman and said his tax home was 

in Worcester, and allowed deductions for travel to NYC



Fun Case Law
 Tax Home and Home Office
 Reason for going through some of these examples is that 

leveraging home office correctly can avoid the tax home 
trap



Qualifying Expenses
 Mortgage interest and property taxes
 Rent
 HOA dues, insurance, utilities, security system
 Maintenance, Repairs
Interior, generally deductible pro-rata
Exterior, Rhoads v. Commissioner T.C. Memo 1987-335
Dental practice in 3 story house
7/45 windows, 1/3 landscaping



Calculation Methods
 Actual Expenses
Rooms method
Square footage method
Unfinished spaces (add to numerator and denominator)

 Simplified / Safe Harbor
$5 a foot for 300 square feet
Some devils for more than one business or if you move 

mid-period



Home Office Benefits
 Reduce taxable income
Directly
Indirectly by converting commuting expenses into 

business expenses (the big benefit)
 Reduce self-employment taxes for Schedule C
 Helps with Sched A limitations (SALT and mortgage 

interest limits)



Deduct or Reimburse
 Deduction
Form 8829 alongside Schedule C
Unreimbursed Partnership Expenses (UPE) Page 2 

Schedule E (self-calculated)



Deduct or Reimburse
 Reimbursement
S Corp Shareholders (two hats, investor and employee, 

reimbursements are to the employee)
Accountable Plan based on actual expenses including 

depreciation
Cannot use simplified or safe harbor method



Deduct or Reimburse
 Reimbursement (continued)
IRS Rev Proc 2013-13 says No

The safe harbor method … does not apply to an employee 
with a home office if the employee receives advances, 
allowances, or reimbursements for expenses related to the 
qualified business use of the employee’s home under a 
reimbursement or other expense allowance arrangement (as 
defined in § 1.62-2) with his or her employer.



Depreciation
 Form 8829 handles this nicely
 UPE and S Corp reimbursements must be manually done
 Can you skip depreciation? Nope. Allowed or allowable 

rule



Depreciation
 Allowed or allowable rule (continued)

Question- I have a home office. Can I deduct expenses like 
mortgage, utilities, etc., but not deduct depreciation so that 
when I sell this house the basis won't be affected?



Depreciation
 Allowed or allowable rule (continued)

IRS Answer- No. All allowed or allowable depreciation must 
be considered at the time of sale. Or switch tax professionals 
in the year of sale and don’t tell them about the depreciation 
(kidding!).

https://www.irs.gov/faqs/sale-or-trade-of-business-depreciation-rentals/depreciation-
recapture/depreciation-recapture-3



Tax Free Income
 Some business use of home fun!
 Client has Pampered Chef business earning $100,000 after 

expenses (yeah, no kidding… legitimate!)
 Her S Corp rents her kitchen and living room once a 

month for $1,000 each time
 S Corp deducts $12,000 yet she does not pick up any 

rental income since it is 14 days or fewer
 Section 280A(g) allows for this (The Masters Rule )
 Documentation! Invoice! Issue 1099 to yourself!



Benefits in the COVID Era?

 Millions of people are suddenly working from home, it is only natural to 
assume a tax benefit may be available. 

 As already discussed, the TCJA limited the home office deduction, no relief 
was provided in the CARES Act and W-2 employees may be out of luck.

 However, many individuals that never took the deduction ( or were never 
able to take the deduction) may now be eligible.  How?
 Supplemental Income Activity
 Start ups
 Consulting 



IRS Examination

 The Home Office Deduction has always been a favorite examination inquiry 
by the IRS

 How to best defend such a deduction?
 Know the rules
 Apply the rule – be realistic.
 Record Keeping, Record Keeping, Record Keeping…
 Keep your calendar up to date
 Keep track of your activity in “real time” – while compiling 

contemporaneous records may be acceptable, they are never as 
accurate as real time data.



Q&A
QUESTIONS?
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