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	Needs
	Wingman
	Notes

	I Preparation – see Preparation Guide
	
	
	

	II Objectives 
	
	
	

	1. Instill good knowledge of what a business is, and what it is not
	
	
	

	2. Review & Discuss In-Scope/Out-of-Scope areas
	
	
	

	3. Practice entering expense data in TWO
	
	
	

	III Self-Employment Expenses
	
	Assign Ser II Training 3
	

	1. Direct Class to start new Kerry return 086-XX-xxxx
	TWO
	Start new Kerry return 086-XX-xxxx
	

	a. Using Kerry problem, what expenses does Mary have? Page 121 of the workbook
	NTTC Wkbk
	Project NTTC Wkbk
	Paper, printer cartridge & mileage

	b. Discuss w/ class what the 4491 says about due diligence and good faith?
	4491 pp. __ & __
	
	Rely in good faith (vs documents) and thorough interview

	2. Have class shadow entering data and creating scratch pad: Office supplies line 18 using scratch pad $250
	TWO
	Per Instructor
	Can also show Sch C p. 2 expense entry area

	3. Ask class type of expense that would be out of scope? Where would you look to find the answer?
	4012
	Project p. D-13 per instructor
	4012 D-13

	a. Self-employed health insurance deduction, including long-term care premiums – 1040 L. 29 is out of scope
	TWO
	Project 1040 p. 1, Line 29
	Return can be in scope if TP claims insurance deduction on Sch A instead if itemizing (although not as beneficial)

	4. Discuss business use of home (out of scope)
	TWO
	Project Sch C Line 30
	Helps with business mileage, but out of scope
Even simplified calculation method is OOS

	5. Discuss -Standard mileage vs actual expenses method
	
	
	We do not use actual expenses - only standard mileage method

	a. Discuss - what's in the standard mileage rate / what is not
	See below
	Project slide 45 below on page 4
	Add other transport costs: taxi, parking, tolls, etc. in other expenses

	b. Discuss what constitutes business mileage
	Pub 4012 F-12
	Project 4012 F-12
	To get mileage to/from home, must have an office in the home (Out of scope)

	6. Discuss assets used in the business
	
	
	

	a. Assets are out of scope - either depreciated or written off
	
	
	Any item with a useful life of more than one year

	b. Class to name examples of assets (handyman tools, computers, printers, telephones, furniture, etc.)
	
	
	Assets do not include supplies consumed in providing a service, which can be expensed

	1) Note: some IRS-listed assets require contemporaneous usage logs for any portion to be claimed for business, e.g. computers
	
	
	All assets are out of scope – TPs should be referred to paid preparer to claim all allowable deductions

	7. Discuss suspicious returns
	
	
	EIC fraud?  Get site manager involved!
If TP has expenses, not claiming those expenses increases EIC, and TP wants to not claim some or all of those expenses, then the return cannot be prepared!

	IV Practice Exercise
	
	
	

	1. Instruct class to continue with Kerry return 086-XX-xxxx
	TWO
	Continue with Kerry 086-XX-xxxx
	

	2. Project and discuss list of additional expenses 
	See below
	Project list below on pg 3 per instructor
	Add other items at Instructor's discretion

	a. Business cards $25
	
	
	

	b. Lunches at home while working $66
	
	
	Business expense?

	c. Business license from city $50
	
	
	

	d. Business lunch meeting with prospective new client $33 
	TWO
	
	Show where to enter 100% entertainment amount; TW computes allowable 50%

	e. Valet for lunch meeting $5
	
	
	Not subject to 50% rule; add as parking

	3. Instruct class to enter data per list for Mary's Sch C
	
	
	Take care to indicate whether TP or spouse Sch C

	4. Provide assistance as needed
	
	
	

	5. Have class discuss their work
	
	Project the finished return per instructor
	

	6. Class to go to 1040 pg 1 S-E tax deduction
	
	
	Confirm ½ of SE tax shown on 1040 P. 1

	V State Return
	
	
	

	1. Instruct class to shadow as each page of the State return is opened to illustrate transfer of data
	
	Project State forms per instructor
	Highlight any federal-state differences for your state

	2. Point out any unusual transfers
	
	
	

	VI Summarize lesson
	
	
	

	1. Business expenses are ordinary and necessary to the business
	
	
	TPs may ask to deduct personal expenses - not allowed

	2. Capturing all allowable expense very important - esp. to reduce S-E tax
	
	
	Note that Sch C income is earned for EIC purposes

	3. TP is responsible for keeping good records
	
	
	Shoeboxes of receipts to be summarized by TP (not counselor)

	4. Mileage needs to be in written form
	
	
	Electronic records are ok

	VII Evaluation
	
	
	Observations of instructor & mentors
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Mary has additional expenses:

a. Business cards $25
b. Lunches at home while working $66
c. Business license from city $50
d. Business lunch meeting with prospective new client doctor $33
e. Valet fee for lunch meeting above $5


[image: ]

image1.png
Business Mileage L /i%?
- e
¢ Car depreciation
Standard « Gasoline, oil, etc.

mileage rate |- Repairs and maintenance

includes: | *Insurance
* Car registration (non-tax portion)

Standard
mileage rate
does not
include:

TAX-AIDE
NTTC Training—TY2014

¢ Parking

¢ Tolls

e Car registration (business part of
property tax portion)

45




