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If you have a traditional “W-2 job” and are paid wages from an employer, you have a 
Form W-4 on file in your employer’s payroll office.  The number of “Allowances” you 
wrote on this form (which you filled out on your first day of employment) tells your 
employer how much of your wages to withhold for taxes.   

The Internal Revenue Code (IRC § 3402 and related regulations) authorizes any 
employee to revise his/her W-4 whenever his/her tax situation changes.  The IRS does 
not limit the number of times a taxpayer may change his/her W-4, nor how frequently it 
may be changed.  It does, however, require your employer to process the revised W-4 
AND to adjust the amount withheld from your wages for taxes, effective with the 
very next pay period.   

Increasing the number of Allowances results in a larger paycheck!   
Decreasing the number of Allowances results in a smaller paycheck!   

If you actively operate a small or home-based business (even on a part time basis) with 
the intent to produce a profit, you may qualify for many deductions for which other 
taxpayers may not be eligible.  Since more Deductions means paying less in taxes, you 
may be eligible to increase your number of allowances, putting much more of your 
wages into your take-home pay.    

This ��������������$�����
���% ����������$�����
���% ����������$�����
���% ����������$�����
���% ���� will take you through a process of determining 
the approximate number of Allowances you could claim on your own W-4.  If this 
number is higher or lower than the number on your current W-4, you may wish to 
consider submitting a revised W-4. 

 
 
Now let’s see if YOUR Small-Business/Home-Business Tax Deductions will 
affect the number of Allowances on YOUR Form W-4…  
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First, calculate the “BUSINESS USE PERCENTAGE” of your home: 
�
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J.     Estimate your annual total cost of ALL Utilities: $_______ 
�������������������������C!����� ������������!% ����� � �!��)2()2()2()2(�B �@����67777777�
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K.     Annual Homeowner’s or Renter’s Insurance: $_______ 
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L.     Annual estimated Repair & Maintenance costs: $_______ 
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M.     If you RENT, your rent for the entire year =    $_______  
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If the calculation on the previous page resulted in a PROFIT on line ‘I’, you 
may ALSO claim INdirect Expense Deductions, but ONLY up to the amount of 
your Profit. However, if your Indirect Expense Deduction total is greater than 
your profit total, you do not “lose” the remaining deductions -- you may 
‘carry forward’ any remaining Indirect Expense Deductions for use on your 
future Tax Returns.  
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Divide the smaller of line ‘N’ or line ‘I’ by $3,200, and add that number to the 
total you filled-in on the line at the very bottom of the previous page.  The total of 
those two numbers represents the additional Allowances you could add to the 
number on your current W-4.      )2'�	��2�'��&'9���'�0�(;��:&;'D)2'�	��2�'��&'9���'�0�(;��:&;'D)2'�	��2�'��&'9���'�0�(;��:&;'D)2'�	��2�'��&'9���'�0�(;��:&;'D 
 


