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	[bookmark: Lesson_6]Content
	Needs
	Wingman
	Notes

	I Preparation – see Preparation Guide
	
	
	[bookmark: _GoBack]

	II Objectives
	
	
	

	1. Understand what is a business vs not a business
	
	
	TP is responsible for recordkeeping

	2. Types of income - reported on 1099 or not
	
	
	Shoebox clients need to organize & summarize their info - we don't need to do that
Business owners are responsible for keeping business records

	III Basic Instruction on Self Employment
	
	Assign Ser II Training 3
	

	1. Instruct class to start a new Kerry return 067-XX-xxxx
	TWO
	Start a new Kerry return  067-XX-xxxx
	

	a. Ask the class what is the most common form presented by client for self-employment?
	NTTC Wkbk
	Project Mary’s 1099-MISC
	Note: highlight for class the info in this form

	b. For tax purposes, how do we define a trade or business? 
	
	
	Facts and circumstances:
Profit motive
Reasonable expectation of profit
Means of livelihood
Regular activity
Conducted in a business-like manner

	1) Quiz class on what would be a business:
Recycling (only source of income): yes
Poll worker: no
Babysitter: yes, if not a household employee
One-time executor: no, if not in business of being an executor (e.g. for a deceased family member or friend)
Related caregiver: only if TP is in the business of caregiving; otherwise no
Unrelated caregiver: yes
	
	
	

	2) Quiz class on what would not be a business
	
	
	Hobby (no profit / income motive)
One-time, nonrecurring

	c. What are the SCOPE limitations?
	4012
	Project top of page D-12 Sch C-EZ for limits
	Reference 4012 D-13 allowing expenses up to $25,000

	1) No cost of goods sold means no resale businesses
	
	
	Applies to just-in-time buy-sell businesses

	2) No assets nor asset write-offs
a) Discuss what is an asset (life > 1 year)
	
	
	Both require 4562 which is out of scope
E.g. handyman tools; computer; telephone

	d. Role play an interview; the instructor interviews a mentor or another instructor
	NTTC Wkbk
	
	Ask re Mary's business to get info shown above 1099-MISC for Line 12

	e. How & where do we enter info Sch C lines A - J?
	
	
	Can always look at the prior year return (if there)

	1) Instruct class to shadow instructor to locate proper form in Forms Tree
	TWO
	Project Kerry Sch C
	

	2) Instruct class to enter business info; provide guidance & answer questions
	NTTC Wkbk
	Enter Sch C A-J info
	

	2. Entering Income from 1099-MISC or other
	
	
	Caution - IRS matches 1099's - correct payer info helps avoid IRS letters

	a. Demonstrate linking to 1099-MISC TaxWise form to enter info
	TWO
	Show 1099-MISC on tree; go to Sch C and link from Line 1 - show 1099-MISC
	Caution that 1099-MISC may be used in other parts of the return - be careful to select (link) for Sch C

	b. Instruct class to do the same & enter information from NTTC Workbook 1099-MISC
	NTTC Wkbk
	Enter 1099-MISC info
	If the 1099-MISC is placed in the wrong location of the 1040, delete it and place it in the correct location

	c. What about other forms of payment?
	
	
	

	1) Instruct class to research the 4012 to answer
	4012
	
	See 4012 D-13;
Remind about effective interview

	2) Demonstrate linking to scratch pad to enter income not on a 1099-MISC
	TWO
	Link Line 1 to Scratch Pad per instructor
	First, always look for a specific TW worksheet in case there is one – here none, so use a scratch pad

	3) Instruct class to enter $982 as cash income (NTTC Workbook notes)
	TWO
	Enter $982 per instructor to show outcome
	If business would typically have cash income (e.g. tips), maybe ask "how much did you receive in tips" (not whether any tips were received)

	d. What is form 1099-K?  How would class enter a 1099-K
	IRS.gov
	Project 1099-K form per instructor
	Entered on Line 1 (same as other receipts); use scratch pad; do not use 1099-MISC input form

	3. Expenses
	
	
	

	a. Highlight page 1 and page 2, Parts IV & V (Part III is Out-of-Scope)
	TWO
	Project page 2 of SCH C
	Business expenses will be covered in lesson 10

	4. Self-employment tax – what is it?
	
	
	Will be covered more in lesson 10

	a. FICA – social security and Medicare tax
	
	
	Effectively both parts:  employer and employee

	b. Offset by refundable credits and payments
	TWO
	Project 1040 p. 2
	

	IV Practice Exercise
	
	
	

	1. Continue with Kerry 067-XX-xxxx return already open
	TWO
	Continue with Kerry return 067-XX-xxxx already open
	

	2. Have class add new cash business for Kevin 
a. Dog walker 
b. Class to look up business code - 812990
c. Kevin collected $2,500 cash
	TWO
	Enter the information per instructor; demonstrate to class the procedure(s) for entering and to demonstrate correct outcome
	Each spouse has their own business - there should be two Sch Cs in the return properly checked to owner

	3. Provide guidance and answer questions as needed
	
	
	

	4. Review 1040 pg 1 & 2, and Sch C results w/ class
	TWO
	Project forms per instructor
	

	V State Return, if any
	
	
	

	1. Class to shadow as each page of the state return is opened to illustrate transfer of data
	TWO
	Project state forms per instructor
	

	2. Point out state anomalies 
	TWO
	
	E.g. having to add additional state Sch C forms to the return or fed- state differences commonly seen

	VI Summarize lesson
	
	
	

	1. Not all activities are businesses
	
	
	If not a business, may be other income – Lesson 12
Activities not for profit (hobbies) are out of scope

	2. Recordkeeping is critical and it's the TP's responsibility
	
	
	

	3. If unsure, ok to ask for help
	
	
	

	VII Evaluation
	
	
	

	1. Observation is the best feedback
	
	
	

	2. How well did the individual members do with the Practice Exercise?
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