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- Handling grants or other miscellaneous forms of income

- Understanding the IRS tax forms
* 1099-NEC
* Schedule C
* Form 8829 for Expenses

* Making sure you count income & ALSO deduct expenses
- Q&A




Tough

Financial
Times

- This is an extremely stressful time for child care programs, your

family and the families in your care.

- Hopefully, this webinar can help you in organizing (or preparing

for) your 2020 tax returns.

* Chances are — preparing your tax return for 2020 might be a little

more complicated than in the past.

* That's why Child Care Aware of New Jersey reached out to me to

ask if I could go over some tips with you -- so that you are
prepared when the time comes to fill out the forms.



Good News! You Got a Grant!

(or maybe more than 1 grant!)

* Congratulations on receiving a grant!
* Your grant helps you improve the quality of your business
* Italso helps you financially




How Do You Handle Your Grant?

* Whether you received one cash grant, multiple cash
grants, or reimbursements for items you purchased,
there are two steps you must take

Handling

Grants v’ Step One: Report the grants as taxable income on
your tax return

v’ Step Two: Deduct as a business expense the items
you purchased or received

* This webinar will tell you how to accomplish both steps




IRS Form 1099-NEC

IRS Form » If you received more than $600, your grantor

. may send you IRS Form 1099-NEC
1093-NEC Sample Form (Nonemployee Compensation)

e s Duew |+ If so, there should be an amount listed on line 1
| 2020 | comperkaion (Nonemployee compensation)
‘awe-  * 1 =z | =+ Thisamount may represent:
-— —— > One or more grants you received in 2020
- e e > An extra supplement for children on the
. - child care subsidy program
s » Reimbursements for items you purchased
= ;
Do Not, Gut ¢ Separits. Fonne oy THi Pags $T “"Do Not Cut or Separate T??#%é‘"‘éﬁ”?ﬁfs"“;?g?




joteEll 2 Form 1099-NEC and Schedule C
& Schedule C

Sample Form

* The amount reported on Form 1099-NEC is taxable income
that must be reported on IRS Schedule C (Profit or Loss
mee | oot o s o From Business)

Oopertmant of ha Treseury
rhermd Frvarios Savics (| 8 Attach to Form 1040, 1040-SR, 1040-NR, or 1085,

Namo o proprietor ‘Sockal security number (S3N)

T =1 | * Let's look at an example:

BusNeas name. I N0 separae businss name, lsave blnk.

‘Businees adcress fnduding sute or roomna) @
Chy, town or pwdﬁam nmonc.

oo ... |* Theamounton Form1099-NEC, line 1 represents:

OYes OO
¥ you started or acquired th) nmumg?m , chack hees . . » S 5ty oS .8 0
' DXl you make any payn rzozn hat you 10007 . OYes [ONe
g If “Yes," cid you or will you fle required Formis} 10997 X s . . [JYes [JWNo
TN income

B * $1,000 for utilities paid by a grant

dessil i i == * $600 in extra payments for a child on subsidy
\

8 Advediorg . 8 18 Office expense foes nstrustions) | 18
9 Carand truck e p«wn(m 19 Persion and proft-aharing plans 19

itnuchione). . . . 9 20 Rant o ki fues instroctions):

— SR * Reimbursements of $200 for cleaning supplies and

S 2. B $300 for classroom equipment
===l * Total: $2,100
* Report $2,100 on Schedule C, line 6

b Othar

Muhaauszb.yw must attsch Form 6198. Your loss may bs imited.
ruv.wmmmmwawwlmWn Cat. Na. 713349 ‘Schadsd C (Feem 1040) 2000

Note: Don’t worry. I'm going to show you a larger version on the next slide.
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[] CORRECTED

Form 1099-NEC and Schedule C

Sample 1099-NEC Form

Sample Schedule C/Top Half

PAYER'S name, street address, city or town, state or province, country, ZIP
or foreign postal code, and telephone no.

1 N 1!
[ Z760 )

_—

OMB No. 1545-0116
Nonemployee
2 ©20 Compensation

/ Form 1099-NEC
Copy A

For

PAYER'S TIN RECIPIENT'S TIN Internal Revenue
Service Center
File with Form 1096,
RECIPIENT'S name 5 ;
For Privacy Act
and Paperwork
Street addrees (including apt. no) 4 Federal income tax withheld N%et%le(,:t;g ':‘rg
2020 General
’ - - $ Instructions for
City or town, state or province, country, and ZIP or foreign postal code Certain
Information
Returns.
FATCA filing
requirement
O
Account number (see instructions) 2nd TIN not. | 5 State tax withheld 6 State/Payer’s state no. 7 State income
O s $
$ $

Form 1099-NEC

Cat. No. 72560N

Do Not Cut or Separate Forms on This Page

www.irs.gov/Form1099NEC Department of the Treasury - Intemal Revenue Service
Do Not Cut or Separate Forms on This Page

L______28  TYntal aynonsos haiees svnances for bysinass ime of horme Acdd lines 8 theonnih 270 ]

SCHEDULE C ‘Profit or Loss From Business | _OMBMo 16400074
(Form 1040) (Sole Proprietorship) 2@20
Ospwiriaad i s sy 2 Go to www. irs.gov/ScheduleC for instructions and the latest information, P
iniemal Rvpars Sevdcs (3 | B Attach to Form 1040, 1040-SR, 1040-NR, or 1041; partnerships generally must file Form 1068, survnuNe.“
Name of propristor Sociad security number (S3N)
A Principal business or profession, including product or service (see Instructions) B&nwoluurm |
L
[+ Business name. If no seperats busingss name, leave blank, Dlﬁvv‘u-lll’nrhl'ﬂl"ThT: ]
€ Businees adcress findiuding =uite of roomna.) @
Chty, town or post office, state, and 2° code
F Accounting methed: (1) [ICash () [JAccrual  (3) []Other {zpecify) B
G Didd you “materiaby p ® in the operation of this business curing 20207 i “No,” 566 Instrucsons for fmiton lossss . [] Yes [JNo
H It you started or acquired this busineas curing 2020, aheck hees i .8 [J
[ Udyoumwpmmhzoeomuwwrmeyouloﬂofam[s)lM?Sulnm:uom ; , OYes [N
J I “Yas," dd or wil you fie required Formis} 10997 . S8 ‘gt ailiia aie . [JYes [INo
m income
1 Ommam&&em:faumlmmmmaﬂhhomwumpoﬂedtoyoum
Form W-2 and the *Statutory employse™ box on that fom was checked |, L sJ |1
2  Retums and alowencss | 2
3 Subtract line 2 froen ine 1 Y ' R 3
4  Cost of goods soid fram line 42) ; s | ~
5  Qross proft. Subtract line & fomline 3 . : s Y/ N\
6 Oﬂmlncome.hdu&ghdﬂmmommmmmmmrmwmmw . 8
7 Gross in Addinea SandB . _a 7
Emwogpmslorbuslmssmaofmhomemuonuneao N\
8 Advetisng. . . 3 18 Office expenss (588 nstructions) 18
9 Oarnndtwelzupm(m 19  Pension and proft-sharing plans 19
rstnactione). v 9 20 Rant o ke fes instroctions): 1
10 cotrmlsslommm . 10 a  Vehices, machinery, and equipment | 20a
11 Conrsct labor jsse ketructions) | 11 b  Other business property . . | =200
12 Deplaticn . . , . |, 12 21 Repars and maintenancs . ., | 29
13 womwmm 22 Supples ot included In Partay . | 22
decduction  (noct
InSuded 1 Par . (see 23 Taxes and ficenses . | 23
Instructions) . 13 24  Traval and meals: {
14 Enpbpebawﬂtplogrm a Tawl. . . . . . . ., . |2%
(other thanon ling 19) . 14 b Deductbie maaio (see
16 Insurance {other than health) 18 Instructions) . . . [ 24b
18 Intaresk fsea natnactional | 25 uniies . . |28
a  Morigags (paid to barin, etc) | 16a 26 wmmmmmmmm | 26
D-Other .. o v s o 16b 27a Other expenses {fram line 48) | 27a
17 Logal and profesalonsl 17 b Reserved for futursuse . . . |27b X
28




No 1099-NEC

Received?

[[] CORRECTED (if checked)
2Ip | 1 Rents

EEEEEEEEEE

Gity or town, state or province, country, and ZIP of foreign postal coda 11 Fish pr

‘Account number (509 instructions) FATCA fiing]

0

Form 1099-MISC (keep for your records)

What if You Didn’t Receive a
Form 1099-NEC?

* If you didn't receive a Form 1099-NEC, you must still
report the amount you received from one or more grants as
Income
* Thisincludes the items you purchased and were
reimbursed for

. \PN:)\te: It's possible that you received IRS Form 1099-MISC,

instead of Form 1099-NEC.
* If so, report the income from line 3 on Form 1099-
MISC onto Schedule C, line 6.
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Reporting Grant Expenses
Grant Expenses on Your Tax Return

Sample Form

Expenses for Business Use of Your Home
"‘"8829 -mmmmcmimuu-nmmumm

Departmnt o e Tresmsy homa you used for businass durfng the year.
® and the lstest

Namafs} of propemicals)

Part of Your Home Used for Business

* You can deduct grant expenses on either IRS Schedule
C, or IRS Form 8829 Expenses for Business Use of Your
L e g Home

For daycare faciiities not used exclusively for business, go to line 4. All others, go to line 7.
hr.

4 Multiply daye used for daycare during yeer by hours used perday . . | 4
5 llyouﬂmadarnwpodmmmmmnim«yemmg&wywr
308 instructions; otherwise, enter8784 . . . . . . . . . . 5 hr.
6 Divide line 4 by line 5. Enter the result as a decimal amount . . []
7  Business percentage. For dayoars facilies not used exclusively for business, Bl Tne 6 by
lina 3 (enter the result as a parcentage). All othere, enter the amount from ine3 . . . . . T %

Imn Him Your Allowable Deduction

8  Enter the amount from Scheduls C. Ine 29, plus any pain derfved from the businees uss of your home,

LS L | * Report any expenses for your home (utilities, home

9 Casualty losses (see Instructions) . . . . . . 9
10  Decuctibie mortgage intecest (s g . [0
11 Real estate taxes (see instructionsy . . . . . 11
12 Acdlines®,10,and11 . . . . . . . . . 12
S B e B mortgage payments, rent) on orm 882
14 Addline 12, column fa), and kne 13 . . . . . R N e 14 i
15 Subiractline 14 from line 8. Hzeroorless,enter-0- . . . . . . . . . . . . . . . . 15
16 Excess . e
17 Excasemelmemxu\m R 1]
1B INeUranoe. . . . . v o4 v e e e 18
1 Ret . . . . . o0 19
20  Repairs and maintengnce . . . . . . . . 20 Y
YR, o T i e s s divane 21 24,000
Other expeneee (seeinstructions) . . . . . . 2

25  Camryover of prior year operating
26 Addline23, columniah line24,andie25. . . . . . . . . Lo e e
27  Alowsble operating expensee. Enter the smaller of line 150rline26 . . . . . . . . . .
Limit on excess casualty losses and depreciation. Subtract ine 27 from line 15

Excess casualty losses (ses instructions) .
Depreciation of your home from ne 42 below
Camyover of prior year excess casually losses and (s
Addlines 20 through31 . . . . . . . . . . . . . . .

Allowablo axcess casualty losses and deprociation. Entor the smaller of ine 28 orline 32 . . .
AddInee14,27,8n033 . . . ¢ ¢ ¢ ¢ . e 0 v s s b 4 b s 4 v e b6 s 4
Casualty loss portion, if any, from lines 14 and 33. Carry amount to Form 4684, Ses
Allowable expenses for business use of your home. Sublract line 35 from line 34, Emmhe(e
and on Schedule C, Ine 30. If your home was used for more than one business, see instructions. #

ciation of Your Home

Enter the smaller of your home's adjusted basis or its falr market vaiue, See o w s
Valueofland includedonline37 . . . . . . . . . . . . .. 4 e e s e e
Basis of bullding. Subtractine 38frome 37 . . . . . . . . . . . ... L. .
Business basis of bulding. Muliply ine 30 by ne 7 . . . . . . . . . . . . .. ..
ion percentage (seemstructions) . . . . . L L L 4 0w 0w e e 41 %

reciation allowable (see instructions). Muftiply line 40 by line 41. Enter here and on ine 30 above | 42
ﬁ @wo’undlmﬂ%mmml
43  Operating expenses. Subtract line 27 from line 26. If less than zero, enter 0- . . . . . . . 43
44 Excess casualty lozses and depreciation. Subtract ine 33 from line 32. If less than zero, enter -0-. | 44
For Paparwork Reduction Act Notios, 500 your tax raturn instructions. Cat. Ne. 13252M Form 8829 goan

P B * Report all other expenses on Schedule C

[]s[x

8Be8R28YR

sfe[es ls a]e]shs

528889




B eeo0 Form 8829 Expenses

Expenses * You are always entitled to claim house expenses on Form
8829, whether or not you received a grant

* Do not enter any grant payments you received for house
expenses on this form because they do not represent
additional expenses

* Example: If you spent $4,000 on utilities and received
$1,000 in grant money to help offset your utility expenses,
you would enter $4,000 as a utility expense on line 21(b)

* Note: If you received grant money for mortgage
payments, these expenses are included in mortgage loan
interest on line 10(b) and house depreciation on line 42.
Rent payments are on line 19(b)

12



Top of Form

- 8829

Expenses for Business Use of Your Home

§ Filo only with Schedule C (Form 1040). Use a saparate Form 8828 for each

2020

OMEB No. 15450074

Departmet of the Treascry homa you usaed for businass durimg the year.
el Revers Service 39 U Go to www. irs.gow/Form8829 for instructions and the latest information. Suquence No. 176
Name(y of proprwicns) Your sociol seourity mumber

IEEIl  Part of Your Home Used for Business

1

or product samples (see instructions) 1
2 Totalareaofhome. . . 2
3 DMdul|m1byln02.Ednhruulfasapuomugo - 3
Fumhulmmmemmmmgomllmd.Moﬁnn.gotollmL
4 Multiply daye used for daycare during year by hours used per day . . 4 hr.
5 I'youstaﬁodustoppodwhgmhomaiotdaymdmgmoywr.
508 instructions; otherwise, enter 8,784 . . . . 5 hr.
6 Dtvldellmnrylnes.mert!nmanmadecknalm % e 6
7 Business percentage. For daycare faciities not used exclusively lor buunm. muhﬂy line & by
lina 3 (enter the result as a parcentage). All othere, anter the amount from line 3 LI
m_—_gm Your Allowable Deduction 7
Enter the amount from Scheduls C. Ine 29, plus any gain derved from the businees usa of your home, / /
minus any loss from the trade or buginees not derived fram tha businees u2s of your home, See irstructions. 8
Seei o for {8) and () before comploting Inos 0-22. | fa) Direct (b} ndeoct sgences
9 Casualty losses (see Instructions) . . . v 18
10 Dedtmmongsgemuea(seelnwmbons) . [ 10 4
11 Real estade taxes (see instructionsy . . . . . | 11
12 Addlinee©,10,and 11 . . . s eTwia 1R
13 Multiply line 12, colutmb),byine? e e £
14 Addline 12, column (@), and ne 13 . . . . B Wia eeh ke Pt aldvvardanvis 1A
15 Stmactlmeunomllnesnzeroarless,m—o-.. v
18 Excess mortgage interest (see instructions) . . [ 16 L/
17  Excess real estate taxee (see Instructions) . . . | 17 /
18 INCINODE .- oo o lveyanie s chotie G /‘4
19; Ramb: i o« iive e e wie s s |8 /
20 Repairs and maintenance . . . . . . . . |20 W/
21 Utilites . . o B ChI PO 2 1 ==
22 Wammmmmml PR N £ -
23  Addlines 16through22 , . . e e iwire- | A
24 Multiply line 23, ooumm}.bymer : RS [
25 Carryover of prior year operating expenseas (see rdmdmm) DRPPRRNOPSI [, - -
26 Addline 23, column (a), line 24, and ne 25. ., . . . SoThe BAve Geieviesy LaB
27 AmaueopaulngupmEm«meuml«otumﬁorlmze o 27
28  Limit on excess casualty losses and depreciation, SwtncﬂmZ?fromhmw. . s 28
29 Excess casualty lossas (sesinstructions) . . . . . ‘. s .29
30 Depreciation of your home from ine 42 below . . . 30
31 Cammyover of prior year axcess casualty koeses and dmfocmon uise lnmmcﬁcxts) 3
32 Addlines 28 through 31 . . . 2 - 32
33  Alowable excess casualty losses and de;., J Entor lho 1l of [no 28 or line 32 33
34 Addiines 14,27,and 33 . . |34
35 Casually loss portion, if any, 1rnminns 14-nd33 Cmymmunt lo Formdeu Saelnstmcunns . |38
36 Allowable expenses for business use of your home. Sublract line 35 from line 34, Entar here
and on Schadule C, Ine 30, If your home was used for more than one business, see instructions. ® | 36

Area uzad regulardy and exclusively for business, mgulaﬁy for duynnm or for slomgo of |nvom<:ry

Line 21(b) for utilities

Line 10(b) for mortgage loan interest

Line 19(b) rent payments

Line 42 house depreciation

Bottom of Form

Depreciation of Your Home

En(ameunaloro!yournomsaqmedbemornsraknmmvam See instructions
30 Value of land included on lire37 . . . SNy 4ER boae PSS A
39 Basls of bullding. Subtract ine 38 from ne 37 BiAT B B qF  AILOLAA L IBrSCA

40 Business basis of bulding. Multiply ine 38 bylne? . . . . . . . . . . .

41 Depreciation percentage (ses instructions) . . . . A

Dapraciation allowable (see instructions). Multiply line 40 by Ilm 41 Enter hereand on Ine 30 above

Vi

Carryover of Unallowed Expenses to 2021

43 Operating expenses. Subtract line 27 from line 26. If less than zero, enter 0- . .

44  Excess casualty lozses and depreciation. Subtract fine 33 from line 32. lflessthanzem enter-o-

For Paparwork Reduction Act Notice, seo your tax raturn instructions,

1314 33888}8’/

Cat. Ne, 13232M

Form B829 gnog

13



Schedule C

Expenses

SOHEI%'-ILEC ‘Profit or Loss From Business
(Sole Propristorship)

Digmtsintcf the Trosay H Go to www.irs-gowSchaduleC for instructions and the latast information.

Sample Form

reamal Faceine Sarvies 41| & Attach o Form 1040, 1040-5R, 1040-NF, or 1041; partnesshipa gensrally mist fle Form 1068, | saguanzs te. 09

‘Social e curlty susber (3580

Principal businass o profession, ncluding product or ssrvics fese instructions)

©  Businesa name, I i aeperats Buziness name, ks Blank.

n‘a.,-,.n_m-l mmmmm
II\III\

Tor limit on osses . [J¥es [Jhe
o

2 Wyouhwss Ihed describes your invesimen in Bhis scthity. See instnactians.

: . . OYes Ohe
o . . [J¥es [Jho
o
inel
Am
En Tine
SRt [?
o i and r
i onla
tees Vehichs, machinery, and equipment | 200
it Other| 208
Depletion . . . . FARAFS and manenance [21 ]
mw ey Supples fnet nciudad in Pa [z | a <]}
Inokided R Fat N (see Taxes andlloanses . . .
Inedractiors). . . . - Travel and mesls:
Erployes benefil program: el L. ... F™
tether thanenfine 19], . (500
INAUBNES [Bee train healtty E
Intarest [ssa nstruntions): o B B %
Nortgage pald fo banika, st} [ 168 aggees aca employment crocits) . [ 28
Sther . . . . . . Other ewpenses ffram line 48) o) 3!;
semkes futureuse . . . |27b
of home. Add ines & Prough 278 . . . . . =
P D S 2
D et repert thees axpenase slsewhers, Allach Form 5820
foctage of () your home:
Uz the irpified
guns WML 0 aNtar on INa 30 . .
, line 3, end on Schaculs SE, lina u
fore, Eicon and i, ks on Form 1041, e

<300 chocked 23, ek the loss o s Schacile 1 Porm HAD, e 3, 1 cn Schecde
SE, lina 2. [ you chackect tha box an ine 1, ses the I 31 Instrustions), Extates and rusfs, antar o O alirvestmen:
Famm!.rma 2om [ Some invesiment i3 ot
¥y chiosiied 521, you miast stiach Form 8198, Your ks may bs imited Lkl
For Paparwork Cat. o, 113347 Echadl G (Form 1040) 200

Schedule C Expenses

Report all other grant expenses on Schedule C

$200 Cleaning supplies — enter on line 22 (Supplies)
$300 Classroom equipment — enter on line 27a (Other
expenses)

Ultimately, it doesn’t matter which line you put your
Schedule C expenses on

Child subsidy supplement payments are not included on
Schedule Cunder expenses because they don't
represent a business expense (they are income)

14



SCHEDULE ¢ ‘Profit or Loss From Business AR NG R0 OB
[Form 1040} {Sale Propristorship) 2020
Departmant o the Traasary U G to wwaLirsgow' Sehediied for instructions and the lofost information.
il Passne Sendce (19 | B Altach to Form 1040, 1040-58, 1040-M7, or 1041; partnesships ganarally musd fle Form 1088, | =, e, 08
Marres. of proprisics Beolal socurtty mumbar [SEHY
& Principal business or professian, ineluding peodust ar ssrvics joes instructions)] B Enlaer zode from insbrstizes
LI I I

¢ Ausiness narma. If no separats business name, keva blank, D Emapdsyer ID) earibar (BIN] [ras i)

| N O I O I

E Business addreas (Inclusding sulle of roem ne B
%mu‘m&uﬂwdﬂemsz

F Aocourting method (1) [Joash (@ Cleecrual @) [JOther fspecify ©

a DO you “matarially parlicipate” in the opssation of this business during 20207 I “Mo,” ses Instnaction for limit an loeses . [ Tes [ | Mo

H

|

Wy mdarbesd o acquired this business during 2080, check hare |, . .. ... ..s 1O
Dh:.rnunukurqrp-ymnh2m1mmwmm1ommm]mms=elmms e e e . . OYes Ome

J ¥ “¥a5,” did yeu o will you Mk required F oeer . . . e e e [JYes [Ne
Income

1 Gross recelpts of Saka, ﬁmmmﬂwhﬂm1mdaheds!hubmlfﬂ'nlmmwmwm
Form W-2 and the “Stalitory smployss® bax on that form was chacked | — . a0
Fetums and alcwanoes | s i g EIE @b 3 B : ¢ B = Gl
Subtract ine 2 fromfing 1 . . Wi 8 m W E S mow = om e m s
Coat of poods sold fromlines2y . . . . . . ., . L, T T
Gross profit. Subtract ine 4 fomines . . | - - -
Cthar Incoms, including federal and state gasoline urhﬂltm crodi nrmlunuh-u mmbnﬂ i
Gross [noome. Add ines Sandd |, . R |
!m%whbu&mmofmhmmmllmm

~ W W R
S C R ) LU

§ Advertiaing . . . . . a 18 Ofice sxpenss [pee instructionsl | 18 |
] Ciar and truck expersen |ses 18 Permion and proft-sharing plans 1%
Ingtnactione), . B . ] 20 Rant or i fe Enstions: E
w0 cawrﬂ:dr.mmuhn ; 10 & Wahickes, machinery, and squipment | 30a |
11 Comimet lbor fes imtuctonsy | 11 b Oiher busress property . ., | 20B
12 Daplation . . . 12 2 FRapaks and maink s
1 m‘ﬂfwﬂ;ﬂﬂm’{mﬂ'ﬂ"g = Supnlm[mmudndmm-; =z | RPD
inchided I Part |||] [wq 2 Tomsandlicenses . . . . | B
Inestrachiors). . . 13 24 Travel and meals:
14 Errmmbmemmr&m o Tl o 5 = oEoE s -
{other than criline 19, 14 b Deductibh meais (s
15 Ingurancs (e thanm healih) 15 inglructiors . . . . . .| b |
18 Inderest (sse instructions): 2% Mites . . . . . . ., . |35
n Morigga (pakd 1o banks, s} | 16a 26 Wiges (ees employment credits). | 2% | A
b Other . . = |16k Z7a  Uther expanses from line 48) | 2Ta :ua
17 Legaland pec - 17 b Reserwed for futureuse . . . [2Th ]| b
Total exparses belore expanses for business e of home. Add lines Brough 272 . . . . . .8 | 28 |
o]

F.o ]
29 Tantathe praitt or (oss). Subtract ling 28 from lina 7 ,
= WWWWGMMMHMWWN&WWWHMM
uness uzing the simpified method, See instructians,
Sirnplifie rmesthod Alers only: Enter T 1olal egusne (etage of () ¥our hofme:
ared 1) the pant of your home used Tor businees: - U thas Simpiified
Mathod Worshssat In tha instnictions o igune the ameuri to enteren ire 3 . . . . . . . . .
¥ Net profit or floss). Subiract line 30 fom line 26
* i a profit, entar on both Sohedule 1 [Form 1040), line 3, and on Schedula SE, lina 2, | you
chackad e bax on Ine 1, ses inelructions). Eatates and Trusts, emer on Form 1041, ine 3. E |
* I aloss, you mast go o line 22,
22 W you e b ok, check the boo thad describes your investment in this actiity. S irmtnections,
= W you checked 32a, enter the loss on both Schedule 1 [Form 10404, line 3, and on Schedule

&E, ling 2. [ you checked the box an ine 1, see the line 31 instructions), Esiates and frusts, antar an 32m O] llirvestment is ol risk.
Form 1041, fine 3, ask [ EN oo WK
o 1 you checkad S2b, you must alleeh Form 8186, Your kiss may bs limitsd. o

For Paparwork Raduction Aet Moties, mlruupm instFisstians. Cab. Ma. 11334F Bohadala C Ferm 1040) 2020

Schedule C Expenses

Line 22 for supplies (such as cleaning
supplies)

Line 27a other expenses (such as for
classroom equipment)

15



The Tax Consequences of a Grant

LEX
Conseq uences * In many cases, receiving a grant will have no tax impact

on you

* If you received a $200 grant for cleaning supplies and
deducted $200 as an expense: $200 income - $200
expense = zero taxes

* Ifyoureceived a $600 supplemental payment for a child:
$600 income — zero expense = $600 taxable income

16



Tax Payments

How Much in Taxes Might You Owe?

* How much tax will you owe on $6007?
* 15.3% Social Security tax
e 10%-22% federal income tax
* 1.4% - 6.37% New Jersey state income tax

* Total: 26.7% - 43.67% or $160.20 t0 $262.02

* Inthis case your taxable income went up by $600, but you

have about $338 — $440 left over after paying these taxes

* You will always have more money after receiving a

grant!
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Grants boost
income and
also offer
opportunities

Grants Are a Good Deal!

You are always better off financially getting a grant!

Even if you received grant money for subsidy stipends or
for utilities or other house expenses that don’t generate
additional deductions, you still come out ahead

Don‘t worry if in some cases you have to pay more in
taxes

You'll always have more money after receiving a grant,
even though you may pay extra taxes

Be grateful for getting a grant!
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Tax Changes

for 2020

* Vehicle Mileage Rate

- Standard Meal Allowance rates

- What is deductible in 20207

* How to calculate your Time-Space Percentage
* Form 8829 and Schedule C
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Vehicle

Expenses

> Claim car trips that are “primarily” for business

purposes

- Keep “adequate” records of business trips

* Receipts, mileage log, cancelled checks, debit/credit
cards, written records, calendar notations,
photographs

* Do not need to keep odometer readings

- Use mileage apps such as MilelQ
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Standard

Mileage Rate

- Standard mileage rate

+ 2019 - S.58 cents per business mile
-+ 2020 - S.57.5 cents per business mile

* Can also deduct parking, tolls, business portion of loan

interest and vehicle property tax
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Food Program

* Join the Food Program!

* You are always financially better off

* Reimbursements from the Food Program are taxable

income
* Exception: reimbursements for your own children
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Standard Meal

Allowance

* Do not need to save food receipts!

* At end of year, add up all meals and snacks you served

and multiply by annual standard meal allowance rate

* 2020 rate

* $1.33 breakfast; $2.49 lunch/supper; $0.74 snack

* 2021 rate

* $1.39 breakfast; $2.61 lunch/supper; $0.78 snack

* You can deduct up to one breakfast, one lunch, one

supper and three snacks per day per child

* Non-reimbursed meals do not have to be nutritious
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DoYou Love

Record
Keeping?

Mavybe not, but ...
- Keeping good records means big rewards!
* The better your records, the lower your taxes

* For every $10 of expenses you claim, you will save $3-4
in taxes
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- Itisif it is “ordinary and necessary” for your business

* You are providing a home environment to help children
learn

Is It

* Parents expect you to maintain your home as a home

Deductible?

- Anything that helps to clean, repair, or maintain your
home as a home is “ordinary and necessary”

25



Common

Deductions

* Play Room - toys, rug, DVD player, furniture, books, etc.

- Qutdoors - lawn mower, rake, fence, new house siding,

etc.

* Living Room - curtains, chair, lamp, ceiling fan, piano,

etc.

- Bathroom - towels, soap, toilet paper, rug, bathroom

scale, etc.

* Garage/basement - tools, freezer
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House

Deductions

* Property tax

* Mortgage interest
* Rent

- Utilities

* House insurance
* House repairs

* House depreciation

27



* You can deduct an expense if you have an “adequate
record”
* Receipt
* Cancelled check
* Credit/debit card statement
* Written record

* Photograph

28



COVID-19

Deductions

* Cleaning supplies — gloves, masks, disinfectants,
thermometers, sanitizers, room dividers, etc.

* Deep cleaning/sanitation services
* Food deliveries, other delivery expenses
* Curriculum/activity expenses

* Getting ready to reopen expenses
* Painting, construction, remodeling, etc.

* Keep receipts and deduct 100% of the cost of these
expenses
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Other

Expenses

* You can deduct the business portion of any item in one
year, regardless of the cost

* This includes fence, furniture, appliances, swing set,
patio

* Exception: house, home improvement, and home
addition

* Depreciate these expenses over 39 years
* You can deduct a repair in one year
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Time-Space

Percentage

* The Time-Space Percentage is the formula used to

determine how much of your shared (business and
personal) expenses you can deduct

- Shared expenses include: property tax, mortgage

interest, rent, utilities, house insurance, house repairs,
house depreciation, furniture, appliances, supplies,
household items, and so on
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Time and

Space

* Your Time-Space Percentage is based on two things:

* The number of hours you use your home for your
business and

* The number of square feet you use in your home on a
regular basis
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TrackYour

Hours

* If you have been or are closed, or have reduced the

number of hours you care for children, this will lower
your Time Percent

* This will reduce your business deductions and increase

your taxes
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How to Offset
Your Reduced

Hours

* You want to track all the hours you are using your home

for your business when children are not present

* This includes all the hours spent on activities related to

COVID-19

* Cleaning, distance learning, talking to
parents/children on the phone, talking to
licensors/unemployment offices, activity
preparation, record keeping, Zoom meetings, time
on the Internet/Facebook, reading books, taking
CDA classes, listening to me now!, etc.
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Record

Keeping

* Estimate and record all these hours from when COVID-
19 hit until now

- Start recording these hours going forward — at least
once a week

* This will help offset some of your lost hours

* Keep careful records of when the first child arrives and
the last child leaves
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Calculating
Your

Time/Space
Percentage

* Space% - Will not be affected by being closed for a few

months

* An exclusive use room is still exclusive use, unless
you start using it for personal purposes

- Multiply your Time/Space % by 12 months of your

house expenses

* For more: http://tomcopelandblog.com/calculating-

your-time-space-percentage-in-2020
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You Can Do It!

* Record keeping is no fun, but will save you a lot of

money

* The three most important record keeping tips

- Save all business and personal receipts

* Track all the hours your work, particularly when
children are not present

* Track all the meals/snacks you serve, particularly
those that are not reimbursed by the Food
Program

* Good luck!
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Ask Tom

» Tom Copeland, JD

» No fee to answer your questions
» Phone: 651-280-5991

» Email: tomcopeland@live.com

P Blog: www.tomcopelandblog.com

P Facebook: www.facebook.com/tomcopelandblog

“*http://tomcopelandblog.com/how-to-find-choose-and-work-

with-a-tax-professional-2

40


http://www.tomcopelandblog.com
http://www.facebook.com/tomcopelandblog
http://tomcopelandblog.com/how-to-find-choose-and-work-with-a-tax-professional-2

FYI:

The IRS funds free
tax services

Sites are staffed by volunteers
who are trained to prepare both
federal and State returns. At
most sites, tax returns are filed
electronically, by computer, for
safe, accurate, and fast
processing.

Free Tax Assistance

Free Tax Preparation Services for Taxpayers in New Jersey

Funded by the IRS, Volunteer Income Tax Assistance (VITA)
VITA is for:

* Individuals of low- to moderate-income;

* Individuals with disabilities; and

* Non-English speaking taxpayers.

* VITA sites also offer assistance in filing for federal and State Earned Income
Tax Credits (EITC) for those who qualify for these benefits.

During the tax season, you can find a VITA site near you by calling the IRS
at 1-800-906-9887. Site information is also available online by entering
your ZIP Code into the |RS Site Locator.

https://www.state.nj.us/treasury/taxation/vita tce/freeservices.shtml
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Tom
Copeland

The Nation’s Leading Expert on
the Business of Family Child Care

Questions?

Ask Tom Copeland
651-280-5991
tomcopeland@live.com

No fee to answer your questions

Blog: www.tomcopelandblog.com

Facebook:
www.facebook.com/tomcopelandblog
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