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Home-Based Businesses: Overview

For many people, star ting a business based in the home is the ideal small business start-up opportunity, and thanks to

moder n technology it has never been easier for home-based businesses to stay in touch with customers, consultants, and

anyone else crucial to day-to-day operations and business success.

Home-based businesses offer certain freedoms and economic benefits to the small business owner, but there are a num-

ber of legal issues that should be kept in mind before starting a business from your home.

Proper ty Use and Zoning

Although some city or county zoning laws specifically prohibit operation of a business from a home or residence, many

localities do allow their citizens to operate businesses out of their homes, with certain limitations (such as signage and

number of employees). In some cities or counties you may be in violation of local zoning laws if the extent of your home-

based business operations is such that the "primar y use" of your home can no longer be considered "residential." Before

star ting a home-based business, be sure to contact your city or county’s planning or zoning department/commission to

make sure you are in compliance with all local zoning laws.

If you live in an apar tment, condominium, or co-operative housing, your opportunity to operate a business out of your

home may be more limited. Leases, condominium use restrictions, and other private housing agreements may explicitly

prohibit you from running any kind of business in your home. Before starting a home-based business, speak with your

landlord, condominium association, or other private housing authority to learn whether you may operate a business based

in your home.

Home-Based Business Insurance

Contrar y to popular belief, homeowners’ insurance policies do not generally cover home-based business losses. Some

commonly needed types of insurance coverage for home-based businesses include:

• Business property

• Professional liability

• Personal and adver tising injur y

• Loss of business data

• Crime and theft

• Disability

Lear n more: Insur ing Your Home-Based Business .

Taxes and the Home-Based Business

If you operate a business from your home, you will most likely be entitled to a small-business tax deduction. Some key

things to remember in connection with the small business tax deduction:

• To qualify, you must use part of your home exclusively for your business.

• Your home must be your "principal" place of business, or you must frequently meet with customers and/or clients in

your home.

• If you qualify for the tax deduction, you can deduct costs such as rent, public utilities, insurance, and property

repairs.

• In order to take advantage of the

• small business tax deduction, it is ver y impor tant that you keep detailed proof

http://smallbusiness.findlaw.com/starting-a-business/do-you-need-home-business-insurance.html


• and records of your home-based business operation.

• Be prepared to prove that you intend

• to make a profitable business out of your home-based activity, and that it is

• more than just a hobby. The IRS will allow you to deduct the expenses of running

• a legitimate business from your home, but will not permit deductions for the

• costs of a favor ite hobby or activity.

Lear n more: Business Use of Your Home (IRS Publication 587).

http://www.irs.gov/publications/p587/index.html
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