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Business expenses are that portion of the income which represents the household's cost of doing business.  Some are deducted from gross income.  If an income tax return is provided as verification, only the Schedule C portion from the most recent income tax return is sufficient to verify self-employment gross income and business expenses.  Enter each business expense on the system in the appropriate field.  Expenses without a designated field are to be entered under “Other Expenses”.
A.
The following are deductible expenses:

1.
Wages, if paid to a non household member;

2.
Livestock or raw materials;

3.
Rent of property or equipment;

4.
Seed, fertilizer and feed costs;

5.
Utilities, maintenance costs, and repairs to income-producing properties;

6.
Interest paid to purchase income-producing property;

7.
Insurance premiums; 

8.
Taxes paid on income producing property;
9.
Mileage-if the individual uses his/her private vehicle in the performance of the self-employment enterprise, other than to and from the self-employment site if other than where the client lives.  If the individual files a tax return, the amount on the tax return is used.  If he/she does not file a tax return, use the IRS business mileage rate for the time period the expense is claimed. The IRS mileage rate can be accessed at www.irs.gov.
10.
Tax preparation, professional or legal fees;
11.
The Child Adult Care Food Program (CACFP) meal rate when used to calculate the cost of doing business for child day care;
12.
Any costs allowed by the Internal Revenue Service and not listed in item B below;
13.
Payments on the principal of the purchase price of income-producing real estate and capital assets including purchased tobacco pounds, equipment, machinery and other durable goods;
14.
A household which operates a self-employment enterprise from home must be given the OPTION of having shelter and/or utility expenses treated as a business expense or a shelter deduction.  If the household chooses to have the costs considered as a business expense, allow the deduction from the self-employment income and do not allow shelter deductions.  Receipt of LIHEAP does not override the client’s option.  
[Document the case sufficiently to indicate all options were explained to the household and the option(s) chosen; and]  
15.
The costs associated with attracting customers, such as advertising, meals and promotional activities, travel and expenses required for work and repairs to income-producing properties are allowable expenses.  (For example, taking a potential client out for a business dinner is an allowable expense.)
B.
The following items are not allowable costs:

1.
Net losses from previous periods;

2.
Losses from a different self-employment enterprise whether or not that enterprise is still in existence, except for certain farm losses; 
3.
Work expenses of household members which include federal, state, and local income taxes, money set aside for retirement purposes and other work-related personal expenses such as transportation to and from work.  Costs whose purpose is for amusement, social activities, and related costs, such as meals, beverages, lodgings, rentals, transportation and gratuities.  These expenses are accounted for by the 20% earned income deduction; (for example, going out to dinner while away on business is not an allowable cost).
4.
Depreciation/depletion; and  

5.
Charitable contributions.
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