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The Augusta Rule (IRS Section 280A[g]) allows homeowners to 
rent out their residence for up to 14 days per year tax-free.

However, the IRS closely scrutinizes these deductions, and 
missteps can lead to audits or disallowances.

This guide outlines the 10 critical requirements every 
business owner must follow to take advantage of the Augusta 
Rule confidently and compliantly.

I N T R O D U C T I O N
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Contemporaneous
Rental Agreement
Draft and sign a written rental agreement 
on or before the event date to establish 
legitimacy and a clear paper trail.

R U L E  # 1
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Comparable Properties 
For Your Event
Gather market comparables to justify your 
rental rate, ensuring your pricing aligns with 
local, documented fair market values.

R U L E  # 2
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3+ Attendees In-Person

Ensure at least three attendees are 
physically present at the meeting or 
event — this confirms a legitimate 
business gathering.

R U L E  # 3
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Meetings Must Last 4.5 
Hours or Longer
The IRS defines a business day as four hours 
and one minute. Maintain a full agenda and 
duration that reflects a substantive    
business purpose.

R U L E  # 4
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Credibly Documented
Agenda & Meeting Notes
Retain printed or digital copies of meeting 
agendas, minutes, and handouts. These 
records back the legitimacy of the 
business function.

R U L E  # 5
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Actual Business 
Purpose Of The Events
Tie the meeting’s content and goals to a 
business need, such as strategic planning, 
team training and client strategy sessions.

R U L E  # 6
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Entertainment Is 
Usually Not Deductible
Avoid mixing entertainment with the 
business meeting, as shows, or recreational 
activities may not qualify and could 
disqualify your deduction.

R U L E  # 7
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Money Must Always  
Actually Move
Transfer and deposit real money — don’t 
simply journal the expense.

Money must physically move to support a 
bona fide rental transaction.

R U L E  # 8
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Properly Reporting and 
Filing the Forms
The homeowner should not report the rental 
income on their personal return (if under 14 
days), but the business should deduct the 
expense properly and document the transaction.

R U L E  # 9
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Get Started Now
Don't wait until year-end.

Implement these essentials early and make 
them part of your company’s recurring 
planning process.

We can help you!

Website: www.TheAugustaRule.com
Email: Save@TheAugustaRule.com

R U L E  # 1 0

Nethaniel Ealy & John Hyre
Co-founders, The August Rule
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Nethaniel Ealy
Nethaniel Ealy, a longtime small business owner in Idaho, now 
oversees several profitable, award-winning, and self-managing 
companies, offering vision and coaching as needed. However, for 
years he struggled with limiting beliefs about pricing, employee costs, 
and team management, delaying necessary changes and losing early 
profits to taxes. Determined to improve his situation, Nethaniel 
immersed himself in tax strategies and discovered the Augusta Rule, 
which he began using in 2017 to pay himself tens of thousands of tax-
free dollars annually. Now, he aims to help other business owners 
benefit from this strategy without extensive research or costly 
professional advice.

John Hyre is an attorney, accountant, and investor with experience 
at major accounting firms and as Tax Counsel for a Fortune 500 
company. For the past 18 years, he has managed his own accounting 
and tax law practices, serving small businesses, real estate and note 
investors, and clients with self-directed retirement accounts. John 
has prepared thousands of tax returns, provided tax planning, 
represented clients in IRS audits and court, and helped with tax 
collection issues. He also invests in mobile home parks, low-income 
rentals, and property flips, and is a published author and frequent 
speaker on real estate and IRA taxation.

John “I enjoy reading case law” Hyre

We help small business owners keep more of their 
money by using their home for business events.

If you are a small business owner, I built this for you.

Dodging all the land-mines of starting a business is no joke.  The whole "blood, sweat, and 
tears" sounds cliché, but it was literal for me. It probably was for you as well.

Whatever stage you’re at, I applaud you for making it as far as you have. You took a 
calculated risk and bet on your ability to produce value. If you’re making a profit, that bet 
is paying off.

Every dollar is a thank-you note from someone you served through your business. I want 
you to keep as many of them as possible because you have already proven that you 
create value with your resources.

Our mission at The Augusta Rule is to put one billion dollars back in the pockets of 
small business owners and entrepreneurs by 2030. I hope your pocket is one of them.”

Cheers,
Nethaniel Ealy
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