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SUBJECT: Identifying Depreciation and CC Invalid Expenses on IRS Tax Forms 
 
CHILD CARE SELF-EMPLOYMENT MEMO: 1 of 3 
 
CROSS REFERENCE: CC Self-Employment Memos 2 and 3, CC Manual Sections 1.2.0, 
1.6.2.2 and 1.6.2.3.  Wisconsin Statutes Section 49.155 (1m)(c) 
     
EFFECTIVE DATE:  November 9, 2015 
 
PURPOSE: To help workers identify depreciation, and expenses that Child Care will not allow 
when reviewing self-employment tax documents submitted to the Internal Revenue Service 
(IRS).   
 
BACKGROUND:  Wisconsin statute 49.155 (1m)(c)1.a. and b. state that for financial 
eligibility test for farm and self-employment income, include the sum of:  

• Net earnings reported to the IRS plus depreciation expenses, personal business and 
entertainment expenses, personal transportation costs, purchases of capital equipment 
and payments on the principal of loans.  

 
NEW POLICY:  Expenses for depreciation, personal business and entertainment, 
personal transportation costs, purchases of capital equipment and payments on the principal of 
loans are expenses that Child Care will not allow to be excluded from self-employment income 

DEPARTMENT OF HEALTH SERVICES 
 Secretary Kitty Rhoades 

1 West Wilson Street 
P.O. Box 7850 

Madison, WI  53707-7850 
Telephone:  (608) 266-9622 

FAX:  (608) 266-7882  
www.dhs.wisconsin.gov 

 

DEPARTMENT OF CHILDREN  
AND FAMILIES 

Secretary Eloise Anderson 
201 East Washington Avenue, Room G200 

P.O. Box 8916 
Madison, WI 53708-8916 
Telephone: 608-266-8684 

Fax: 608-261-6972 
www.dcf.wisconsin.gov 

 



OM  15-40 Page 2 of 6  
 
and must be entered into specific fields in Cares Worker Web (CWW), so the system can 
subtract it from the gross expenses for child care eligibility determination.   
 
Tax forms submitted to the IRS must be provided in order to make this calculation.  Use Self-
Employment Income Report Forms (SEIRFs) DCF-F-DWSP2131 or DHS F-00107 and IRS tax 
forms to show time periods where there is a significant change in income.  New businesses are 
excluded from providing IRS tax documents for the first 6 months of their business and can 
provide SEIRFs to provide income documentation, however after 6 months, participants are 
expected to submit filed IRS tax forms, which can include quarterly reported taxes.   
 
GUIDANCE ON POLICY IMPLEMENTATION:   If IRS tax or SEIRF forms need 
clarification, request additional verification and documentation such as receipts, contracts, 
expenses, etc., document additional verification requests in CWW case comments.   
 
Review the IRS Tax Form screen shots below to identify lines most often used for these invalid 
child care expenses.  However, the agency worker must review all submitted tax documents 
and lines thoroughly to ensure that no invalid child care expenses are missed for actual cases.   
   
• Depreciation Expenses will be highlighted in purple.   
 
• CC only invalid expenses will be highlighted in yellow. 
 
These screen shots will guide agency workers when entering information on the Self-
Employment page in CWW for Depreciation, and CC Only Invalid Expenses.   
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When reviewing self-employment Schedule C (Form 1040) typically the following information is 
included: 

• Depreciation will be found on line 13,  
• any other invalid child care expenses could be found on line 24 and 30 (personal 

business and entertainment, personal transportation costs, purchases of capital 
equipment and payments on the principal of loans). 
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When reviewing self-employment Form 1065 typically the following information is included: 

• Depreciation will be found on line 16,  
• Any other invalid child care expenses could be found on line 20 or on schedule K-1 line 

13. Review K-1 attachments to apply the appropriate percentage of the client’s 
ownership interest and to identify any personal business and entertainment, personal 
transportation costs, purchases of capital equipment and payments on the principal of 
loans. 
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The amount attributed to a particular partner is based on the share of the business identified in 
Schedule K-1 (Form 1065).  The IRS requires that a Schedule K-1 be attached for each 
member of the partnership. If the worker isn’t able to identify the amount attributable for the 
Wisconsin Shares applicant or participant, ask the participant for clarification.   
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CONTACTS:  For Wisconsin Shares Child Care policy questions outside of Milwaukee County 
contact your Bureau of Regional Operations (BRO), Child Care Coordinators at 
http://dcf.wisconsin.gov/regional_operations/pdf/contact_list.pdf 
 
For Child Care CARES/CWW, CSAW and CCPI Processing Questions statewide and policy 
questions in Milwaukee County contact the Child Care Help desk at:  childcare@wisconsin.gov  
or (608) 264-1657. 
  

 
*Program Categories – FS – FoodShare, MA – Medicaid, BC+  – BadgerCare Plus, SC – Senior Care, CTS – 
Caretaker Supplement, CC – Child Care, W-2 – Wisconsin Works, FSET – FoodShare Employment and Training, 
BC+ Core – BadgerCare Plus Core, CF – Children First, EA – Emergency Assistance, JAL – Job Access Loan, JC - 
Job Center Programs, RAP – Refugee Assistance Program, WIA – Workforce Investment Act, Other EP – Other 
Employment Programs.   
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