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Chapter Topics

Chapter 7 split into 2 sessions:

Bill

» Issue 4: Employer Provided Child Care Credit
» Issue 5: Deduction for employer provided meals & enter.
» Issue 7: Qualified Commercial Clean Vehicle Credit

Mary Jane

» Issue 1: Conditional / Contingent Debt Obligations
Issue 2: Business Bad Debt Deduction

r
» Issue 3: Fringe Benefits for Small Businesses
»> Issue 6: Marijuana and other illegal businesses

Issue #4 - Employer Provided Child Care credit

Dy
Up to 150,000
business tax credit!!

Child Care facility

Credit for Employer-Provided Childcare
Facilities and Services

> Attach to your tax retum.
govIForm8382 for the atestinformation.

S 181

12/9/2024

1 Qualffed childoare faciity expendiures paid or ncurred . . . . 1

€ Enter 25% 025 olYne 1 .

3 incumed | 3 | I

4 Enter10% (010 X ines . . .

5 Credi for employer-provided childcare facities and services from partnerships, S corporations,
estates, and trusts.

6 Addlnes2, 4,and 5

7 Ente the smalie o ne 6 m.“ and s, go to Ine 8. Partnerships and §
corporations, sop hare and repe Gunt o

nt on Schedule K. Al others, stop here and report tis
amount on Form 3800, Part I, e 1%

9_Estates and trusts. Sublract ine 8 from fne 7. Report this amounfgn Form 3800, Part, ine 1k
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Qualified Child Care Expenditures

1. Facility

Acquire,
construct,
rehabilitate
or expand

Subject to depreciation
(not personal residence
of taxpayer or employee)

r

>

248

Follow local laws - licenses
Principal use to provide child
care assistance

Enrollment open to
employees (30%
dependents of employees)
Not discriminate in favor of
highly compensated
employees

Can be in residence of
person operating the facility

If, as of the close of any taxable year, there is a recapture event with respect to any
qualified child care facility of the taxpayer, then the tax of the taxpayer under this chapter
for such taxable year shall be increased by an amount equal to the product of—

(A) the applicable recapture percentage, and

If the recapture event occurs in:

Years 1-3

The applicable recapture percentage is:

100

Year 4

85

Year5

70

Year 6

55

Year 7

40

Year 8

25

Years 9.and 10

10

Years 11 and thereafter

0.

Any recapture tax is reported on the line of your tax
return where other recapture taxes are reported (or, if no
such line, on the “total tax” line). The recapture tax may
not be used in figuring the amount of any credit or in
figuring the alternative minimum tax.

Qualified Child Care Expenditures

2. Operating costs

Includes costs related to
training and scholarships

Contract to provide
facility for child care
services

248 + 249

3. Resource & Referral

Contract to provide child care
resources and referral services

700/0

12/9/2024




Chapter 7: Business Tax Issues - Bill
VanEerden

How to claim credit Form 3800

12/9/2024

(Credit for Employer-Provided Childcare
Faclities and Services.

Credit reduces
depreciable basis

From K-1s or deductions

Qualified Child Care Expenditures

Credit can be large! What if you don’t have sufficient
tax liability to utilize it?

» The creditis nonrefundable

» Since claimed as part of general business
credit, can carryback 1 year and forward 20
years. a

Why credit is not being claimed?

Why are very few employers claiming the credit?

» Start up costs too great
Difficulty projecting enrollment
Complexity and legal issues operating a child care
facility
Lack of employer awareness
Families prefer childcare near home vs near
employer

Credit expires 2026. Will it be changed or extended?
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Issue #5 - Employer provided meals and entertainment

Meals taxable to employee Meals deductible by employer

General Rule -yes General Rule - no deduction
2 exceptions

1. De minimis IRC 132 Unless:

2. For convenience of

employer IRC 119 To be discussed

Issue #5 - Employer provided meals and entertainment
1. Meals 7
> IRC 274(K) - No deduction WEF‘.
unless: :
2.Reg 1.274-12(a)

» Not lavish or extravagant

» Taxpayer or employee is present (including travel)
» Provided to the taxpayer or a business associate

3. THEN A. THE” 6 exceptions
274(N): 274(€)-

Employer provided meals and entertainment

For this purpose, food or beverage means — all food or
beverage items regardless if considered meals, snacks, etc..
Includes delivery fees, tips, sales tax.

Even if the food or beverage is considered a de minimis fringe
benefit under IRC 132.

Business Associate —reasonable expect to engage or deal
with: customer, client, supplier, employee, agent, partner or
advisor. Whether established or prospective.
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Example 7-19

Art
Gallery

.|_.

owne’
‘ o "*

Lunch to discuss annual
performance review

Example 7-19

Art
Gallery

owne!

Lunch to discuss annual
performance review

Employer provided meals

But

6 big exceptions!!!

deduction

12/9/2024
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Exceptions to the limitations

expense .
B Reimbursed

reimbursement  expenses
—

4 m BB

[[fspmim Employee ‘ Available to the

LG recreation
i

general public
P
Sold to o
Lin the
general NOTE: Alot more deot\zli\‘D year!
public 2020 WorkbOOk'- C

Meals furnished on employer’s premises

» Meals provided on
employer’s premises
» Convenience of employer

2025 and before 2026 and after
1. 50% employer deduction 1. No employer deduction

2. Excluded from 2. Excluded from
employee’sincome employee’sincome

Limits on Entertainment Deduction

O No deduction for entertainment, amusement or
recreation!!
O Whatis “entertainment”?
* “any activity thatis generally considered to
constitute entertainment, amusement or
recreation”

Hunting/fishing trips Evenif

pars theatres related to

lubs active
golf Country ctu

ofa

Athletic clubs Sporting events business

12/9/2024
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Exceptions to the limitations

expense .
P Reimbursed

v reimbursement expenses

D

Available to the
general public

o -T_.rf..l Employee
“uJ {su@i recreation
L |

Provided to
employees on

Sold to business premises

general
public

Business meeting
(notin meals
exceptions)

Food /Beverage at Entertainment Activity

Entertainment
Activity

Food or
beverage

Stated
separately
on invoice
If not, no deduction

Recreational Expenses for employees

Holiday Summer Other similar

; Picnic .
Parties outing event

l—Y—J

Food/Beverage Entertainment
(50% allowed?) (0% allowed?)

No Limitation. Both fully deductible

(As long as it does not discriminate in favor of highly compensated)

12/9/2024
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Example 7.20

Ambient Electric hosted a
Holiday Party for allemployees

bt "

Example 7.21

Olivia
Manager

Invited to

Employee dinner

Client

birthday Ordered

vs primarily for employee’s
benefit. Employee recreational
exception does not apply.

Example 7.22

For employees.

Not recreational or

social.

12/9/2024

cake 50% deduction. Business meal
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Expenses treated as compensation

Meals provided to employees
that do not meet the de minimis
fringe benefit exception must be
included in employee’sincome

Deductible

Expenses treated as compensation — ex 7.23

Builder provides food and beverages
to employees without charge at job
site.

Includes amount in their W-2s

Uses Reg 1.61-21 to figure
amount

Lty Y Deductible

To page 261
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Issue #7 Commercial Clean Vehicles 261
EV vehicle credits

IRC 30D - new clean vehicle IRC 45W - Commercial Clean
credit Vehicle Credit

» Can be <100% business use
» MSRP limits (mustbe 100% business use

> MAGI limits and new)

IRC 25E - previously owned clean
vehicle credit
» Smaller credit

Chapter 10 — Page 385

Commercial Clean Vehicles 261

Why can’t| just transfer the credit to the dealership when | buy the
vehicle?

Q3. What are the requirements a buyer must meet to
be eligible to transfer the New Clean Vehicle Credit

or Previously Owned Clean Vehicle Credit to a
registered dealer? (updated July 26, 2024)

A3. A buyerust d meet all eligi for the New

Clean Vehicle Credit or lean Vehicle Credit, licable. See
oichTonich

Q17. Can | transfer a credit if | will use the vehicle for
both personal and business use? (added Oct. 6,
2023)

A7 You can transfer the New Clean Vehicle Credit only if you intend to use the

vehicle predominantly for personal use.

Qualified Commercial Clean Vehicles

Qualified manufacturer

Acquired for use in trade or business, not sale

Use on public roads, not rails. Or mobile machinery
Propelled to a significant extent by an electric motorthat can
be recharged by external source of electricity

For use primarily in the U.S.

No 30D new clean vehicle credit claimed

10
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Qualified Commercial Clean Vehicles

Can you get the credit if you lease out the vehicle?

Yes, if itis a true lease, not a sale.

» Term of lease related to economic life
» Existence of terms of purchase options
» Etc...

Qualified Commercial Clean Vehicles

* Pervehicle - lesser of:
1. 15% of vehicles basis (30% if no internal
combustion engine) - pretty easy
2. Incremental cost of the vehicle - What?

Maximum 7,500< 14,000 pounds
40,000 > 14,000 pounds

Qualified Commercial Clean Vehicle Credit 262

Incremental cost of the vehicle

Purchase Comparable

price vehicle
powered by gas
or diesel

safe

Seems like that would * pov
B| ' I al
be hard to determine! o

12/9/2024

11
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Incremental cost for tax year 2024

Notice 2024-5
The guidance informs taxpayers that the Department of the Treasury and the
Internal Revenue Service have reviewed the incremental cost for all street
vehicles in calendar year 2024. The analysis shows that the incremental cost of

all street vehicles that have a gross vehicle weight rating Of less than
14,000 pounds will be greater than $7,500 in calendar
year 2024.

Accordingly, the incremental cost will not limit the available credit amount for
street vehicles that have a gross vehicle weight rating of less than 14,000
pounds and are placed in service in calendar year 2024

How big is a commercial
vehicle that weighs over
14,000 pounds to get the
credit up to 40,0007

Very Big!

W
=
—~.

Kol 06

Claimingthe credit

IRC 45W IRC 30D

8936 Schedule A part | Rersonalipertion

8936 Schedule A partV

Form 8936 part V 8936 Schedule A part Il 8936 Schedule A part Il

Form 3800 Form 8936 part Il line 6 Form 8936 part Il line 9

1040, Schedule 3-line 6a Form 3800 1040, Schedule 3 - line 6f
1040, Schedule 3 - line 6a

12
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Form 8936 Vehic Deias
Schedule A

OOOOOOOOOO0000000a

Entor atavaick was paced in servics MM/DDIYYYY]

Vehicle 3 Yo o
information b

Yos. Go o Par .
£ No.Go s,

A

theax eart Soo msuctons for detione.
] Yes. GotwPan.
£ No.Gototne 7.

100% s
5 st o e st or il ot i o, .0,
[ R e o —

e

<100% (I,

9 Toratve credt amount oo nstucons)

A. Commercial

B. Part business/ 10 Bsiessmesimrt o eerag o s N
Part Personal " $in

onlre) 1008 o 10, st hae. Otharvie, go 1 Zar Il e n
‘Crodit Amount for Personal Use Partof New Clean Vehicls
12 Subtct o
panilof Fom 853 2

Tin ParlV ol FormBase —— .~ ———
[ZTAT  Credit Amount for Qualified Commercial Clean Vehicls

182 SubjocT recia exempt
entities discussed in the instructions appiis.

] No. Stop here.

, or acquired for

0 Yes.
£ No.

Enter the cost or other basis of the vehicle. Ses Instructions

Socton 170 sxpense daduction es stucions) < - s Subtractsec 179

‘Subiract line 20 from fine 19

Mulipty e 21 by 15% (015 [30% (0.30) i the answer on ine 18 above is “No'] 15% or 30%

Enfer the incremental cost o the vehicle. See instructions

Enter the smallr of ine 22 or line 23

i ol Maximum 7,500
14,000 pounds or more)
o omeass vy A. To Form 8936 line 19

Schade A (Form 8999 2025

Form 8936

EZZI0  Credi for Business/inves

Part |, ne 5,
¥ household).

& e
7

7
. iophere ||

and report this amount on Schedule K. Al ohers, report tis amount on For 380, Par I, e Ty s

Credit for Personal Use Part of New Clean Vehicies

Note: You can't ciam the Part Il crecit f Part I, ine 5, is more than $150,000 (§300,000 i maried filng jontl or &

Entor the amount from Form 1040, 1040-SR, or 1040-NR, e 18
1040, 1040-58, or 9

‘Subtractine 11 fom i 10. 1 2610 o less,enter 0- and stop here. You can't ciaim the personal use

part of tha credit

Personal use part of credit. Ener the smaller of ine 9 or e 12 here and on Schede 3 (Form

1040), smaler than e 9, soe nstructons. 1

Vehi
ou can't clam the Past IV credit i Part I e 5, s mr than $75,000 ($150,000 f mared filng jonty or a
qualfying survivng spouse; $112,500 f head of household).

W
Enterthe amount from Form 1040, 1040-SR, or 1040-NR, e 18
1040, o

‘Subiract ine 16 fom o 15. 2610 or less, oter 0- and stop hera You can' laim he Part IV crect
Enter the smallr of e 13 or ino 17 e and on Schedo 3 (Form 1040) line 6m. I i 17 1
saller than e 14, see instructions

‘Credit for Qualfied Commreial Clean Vehicies

From ScheduleA line 26

5
A e o To Form 3800

For Paperwork Reduction Act Notce, ses separate nstructons. o 8936 o2y

13
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)
pp— o3
EE curent i TaTough 122, e 3, o
e 48 e g r
P P C @ " [] o 0 0
) pamenter | () PEEION  Grogision | o @ Grossclctive | Natleiive | Combine column:
PR — oy | Crtston oot amart S CE | e st (0 20
i r e sredoges | P P
1o FomBis pParl
o Fompoor .
o Fomeres
4 Fom e, Fai
o Fomazs . |
¥ Fomaas,Par
o Fom7210 |
h Fomsazo
| Fom oars
§ Fomasst, Pl
k Fomssss
1 Fom osba dese]
m Fom 66
 Fomssos
» il
a T
v | E—
B |
v T
: T
2 fom b6, P V2> - A
g T—

40

SohEDILE S Additional Credits and Payments.
Narot e an Fr 1070 040 5. or 00

[N Norvstuncabis Grodts

T Foregn tax cred. Atach Form 116 f requred

2 Cret for onia ana depancen care expanses from Form 2441, e 1. Atach
Fom 2441

Vour socal securty number

3 e et i o Ao e 50
Pk et
PGl m o it et ki e
< o

© it sty s

s S

" o s e e

e e eSS

» bt

! oo oA <+

| et S
PRl b e

! oot 8

m ed clean 3 .
2 Other nonrefundable crecits. Listtype and amount:

12/9/2024

Form 8936

Schedule A

OOOOOOOOOO0000000a

Entor atavaick was paced in servics MM/DDIYYYY]

‘
Vehicle 3 yen o
information S

Yos. Go o Par .
£ No.Go s,

A

theax eart Soo msuctons for detione.
] Yes. GotwParn.
£ No.Gototne 7.

o h 1 yur? So st for oo,
o V.

] No. Stop hre. You ca' chintosges st ool ot .

up to 7,500 [ S———— o {o)"] o [-Te J o) AST-INECT
Business % Bies/mesiment s prceiage e et

Business portion to line 6

Personal portion to line 9

14
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Form 8936

Enor the smaller of

e 2or ne d
EZE0  Credit for Business/inves

Part |, ne 5,
 househol).

Erer
Nowclon il rad fom partnarshisard  coporatons s s mwcms)
Business/investment use BarToT G7e e and S corporatons, st e
repert s aimoton Schede K Al s, eprt s amou 61 Fom 350 Par . i
Credt for Personal Use Part of New Clean Vehi

From ScheduleA line 11
To Form 3800

cies
Note: You can't clam the Part Il credit f Part I, Ine 5 is more than $150,000 ($300,000 i marrie filng jonty o &

Enter the amount from Form 1040, 1040-SR, or 1040-NR, e 18
1040, 1040-58, or
Sl s 10 oo, e e, Yo laim the personal use.
ot ihe.

P-v!u-! o et o it smallr of in 9o e 12 hore and on Shce 3 Fom
i a2 o o

Ow
i P . 1 Pat,Ins 5, s mersthan $76000 (815000 i
g s Spous; $172500 1 ead of P

W
16 Crortro amantfom Fom 546, 1040 5%, or 1040147 i 12
1

17 subtaction 16 om hnMS Py i stop nere. You can't e the Part IV redit
el o o 14 0 e 17 v o e 3 P 10401, o 6. o 1719
et

A nes 1930 20, P

his amount on Form 3800, Part I, ne 1aa
perwork Reduction Act Notce, ses separate nsructons.

Fom 8936 ooy

i)
G G T
B [ boln] o . ) P .
@ payment or " .~ "“"' cmu,mn J.. A Gross dlactve Net elective | Combine columns.
B o | e s | e (4 7
T
q
M —
. 1
:
. ]
1
;
;
=
ot
L e e
3 e v
P Fom 8908 il
q Reserved T
N e
S menie
t Fom 8830 1
e
v Form 3488, Part V. T
L
'y Form 8336, Part I B.
T

P e
B
e

SohEILE S Additional Credits and Payments.

o) houn on Form 1040, 1040 58, or 100018

Voot sty

[N Norvstuncabis Grodts

1 Foreign tax credit. Attach Form 1116 If required

2 O G o o T B, B 1 B

3 Education credits from Form 8863, ine 19 5
4 Retirement savings contributions crecit. Attach Form 8880
5a. Residential clsan energy credit from Form 5695, line 15
b Energy efficient home improvement credit from Form 5695, i
s o
neral business credit. Attach Form 380

b E “Adtach F

& Adoption cradit. Attach Form 8839

d Credit for the eiderly or disabled.

© Reserved for future use

1 Clean vehicle credit. Attach Form 8936

9 Mortgaga interest credit. Attach Form 8396

h Distictof

| Qualfed electric vehicle oredi, Attach Form 8334

i Atemative fuel Attach Form 8911

K Credit to holders of tax cradit bonds. Attach Form 8912

1 Amount on Form 8078, line 14

ean

m ned cf .
2 Other nonrefundable crecits. Listtype and amount:

12/9/2024
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Example 7.27 262-263

Steve Tarrant 47,000
Schedule C —_—

100% business

Because it’s 100% business, report as
Qualified Commercial Clean Vehicle

Form 8936 - Schedule A Part V
Form 8936 — Part V 7,500
Form 3800 - Part lll, line 1aa

Recapture?

No specific reference to recapture in the text of 45W.

However, code authorizes IRS to issue regulations
pertaining to recapture.

Logical to assume IRS will issue regulations requiring
recapture if:

* thevehicleis modified

e Sold or used for personal purposes

Will there be a recapture period?

Form 8936 Vel ats

ta e

Schedule A e

2 OOOOOOOOOO0000000a
Entor atavaick was paced in servics MM/DDIYYYY]

Vehicle mEEs e
information sy

o paril
£ No.Go s,

heax year? Soe msrctonsfor detios.
] Yes. GotwParn.
£ No.Gototne 7.

Doss s Vil antce

100% Y st Sau—

Oeo'\%"o“
oo <100%

Tontate cret amount 50 nsrctons)

Business/vestmant use percentage (ses nsinctins)

onlre) 1008 o 10, st hae. Otharvie, go 1 Zar Il e
‘Crodit Amount for Personal Use Partof New Clean Vehicls

Sui
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/R
€ ABHH

ANY QUESTIONS?

17



