Recordkeeping – Overview

If you are to realize all the tax benefits of doing home daycare, keeping accurate records of your business is essential! This not only includes records of your business expenses and income, but also personal expenses and income.

According to the Redleaf National Institute, the leading authority on Family Child Care, the reasons providers should keep accurate records include:

1) You are a business. Good financial records tell you how you’re doing. Without them, you may not know.

2) Parents are likely to ask for an account of the payments they make to you for their own tax purposes.

3) The IRS considers you a self-employed businessperson selling the service of child care. This means that you must file a federal income tax return. Accurate records will help you figure out the correct amount of taxes you owe – no more, and no less.

For every $100 in business deductions that a provider claims, she/he can reduce their taxes by $30-$50. Many providers don’t keep track of their expenses – thinking it’s too much work or not knowing what expenses are deductible. As a result, they pay more federal taxes than they owe.

By simply doing the work, most providers will save money they wouldn’t have otherwise.  Keeping good records is not as difficult as it may first sound. Essentially, all you have to do is track all the money that comes in and goes out of your business - specifically, your child care income and your business expenses. Your goal should be to have a receipt for every penny of income and expenses connected to your business. 

While you may not be able to cover every possible detail, the goal is to have as much information as possible available for your tax preparer and the IRS. This will not only give you a better chance for a favorable return, it will also protect you in  case of an audit.

One great way to keep track is the “Calendar Keeper” – available in print or software form, available from Redleaf Press.

For more information about the Calendar Keeper or the Family Child Care Recordkeeping Guide, also from Redleaf Press, please call toll-free 1-800-423-8309 or check out www.redleafinstitute.com
