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Family child care providers are entitled (according to the IRS) to claim depreciation expenses for items that are used in your business, cost more than $100, and last longer than one year. Such items include furniture, appliances, playground equipment, computers, fence, patio, home improvements and your home. These items can also be depreciated even if they were purchased before your business began.

Here’s a chart to help you understand what rules to apply in depreciating items for your business:

Depreciation Category
Depreciation Method
           May I Use Section     





                179 Rules?       

          
Personal Property



A.  Office equipment (computers, printers, copiers, etc.)

· Business use 50% or less
5-year straight line
…..No

· Business-use more than 50%
5-year straight line or
….Yes

5-year 200% declining balance

B.  Other personal property (furniture, appliances, play equipment, etc.)

· Time-Space Percentage or
7-year straight line or
…..No
business-use 50% or less
7-year 200% declining balance

· Time-Space percentage or
7-year straight line or
….Yes
business-use more than 50%
7-year 200% declining balance

Home Improvements (remodeling, new deck, new furnace, new windows, etc.)

For all Time-Space Percentages or
39-year straight line……………………………No

business-use percentages

Land Improvements (fence, patio, new driveway, cement walkway, etc.)

For all Time-Space Percentages or
15-year straight line or……………………..….No

business-use percentages
15-year 150% declining balance

Home Depreciation

For all Time-Space percentages
39-year straight line……………………….…..No

Automobile Depreciation

· Business-use 50% or less
5-year straight line……………………..………No

· Business-use more than 50%
5-year straight line or……………….………...Yes


5-year 200% declining balance

Notes: 

Depreciation Category – For a complete description of how to calculate your Time-Space Percentage see the following Tool [link to Time-Space Percentage Calculation Tool]. The vast majority of providers will use their Time-Space Percentage when depreciating items that are used for both business and personal purposes. In some situations you may want to use an actual business use percentage instead. To calculate an actual business use percentage for a particular item keep records for a month or two showing the actual business and personal use. For example, you might track the actual use of a $1,000 playground set showing that you used it 1 hour a day for business purposes x 4 children x 5 days a week = 20 hours a week of business use. If your own child used is 10 hours a week for personal use, the total use would be 25 hours and thus the business use percentage is 80% (20 hours divided by 25 hours).

For depreciating your vehicle you determine your business use percentage by dividing the business miles you drove by the total number of miles you drove.

Depreciation Method - There are two basic methods of deprecation: Straight Line and Declining Balance. Straight Line means that the amount to be depreciated is deducted evenly over the set period of time. Declining Balance means that the amount to be depreciated is high in the first year and declines each year over the set period of time.

For further details about how to determine your exact depreciation deduction each year you use an item for your business, see the Instructions to IRS Form 4562 Depreciation and Amortization. 

Section 179 Rule – This rule allows you to claim all of the amounts to be depreciated in the first year. However, if these items are not used in your business at least 50% of the time over the five or seven year period you will later have to pay back some of the depreciation you deducted. For further information on this rule, see the Instructions to IRS Form 4562 Depreciation and Amortization. 

Items that are a repair or maintenance costs are not depreciated. They may be deducted in one year regardless of their cost. Examples of repairs or maintenance would be: paint, wallpaper, fixing broken glass, furnace cleaning, heating duct cleaning, replacing worn roof shingles, staining a deck, etc.

Depreciation Worksheet
	Description of Item
	Cost
	Date Purchased
	Time/Space % or Business Percentage

	____________________________________
	________
	___________
	__________

	____________________________________
	________
	___________
	__________

	____________________________________
	________
	___________
	__________

	____________________________________
	________
	___________
	__________

	____________________________________
	________
	___________
	__________

	____________________________________
	________
	___________
	__________

	____________________________________
	________
	___________
	__________


Use this worksheet to record all items you purchase that must be depreciated. If you use a tax professional, he or she will be able to calculate your depreciation deduction. If you do your own taxes see the annual Family Child Care Tax Workbook and Organizer [www.nafcc.org/shoppingcartAdvanced/shop/category.asp?catid=25] for detailed instructions on how to calculate your depreciation deduction. 

Disclaimer
Printed materials provided by First Children’s Finance do not constitute legal, accounting, tax or finance advice or any other professional services for individual readers. Readers seeking professional advice about specific aspects of their business should consult a member of our staff or other qualified professional.
Depreciation Methods Worksheet
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