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Taxes

Learning Outcomes 
After each activity, participants will be able to:

Activity 1
• Understand basic information and find 

resources about taxes related to operating a 
family child care business

Handouts 

38. Taxes
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• Family child care operators are self-employed and must file state and federal tax 
returns every year. 

• Tax laws and regulations about child care change periodically, so it may be 
advantageous to hire an expert in this area for advice and tax preparation. This expense, 
if anticipated, should be part of the operating budget of the business. 

• Family child care tax experts are able to identify, maximize, and apply allowable 
deductions, which can result in favorable tax returns. 

• Having an effective record keeping system in place is essential. Family child care 
operators need to be able to provide all the information that a tax expert needs to 
prepare an accurate tax return.  

• Tracking, collecting, labeling, saving, and organizing detailed records of all the business 
transactions (income and expenses) is time consuming, but keeping current with these 
tasks saves a lot of time and effort during tax season. 

• For tax purposes, experts recommend keeping business and personal records separate. 
For example, a provider should have a business checking account and operate under 
a business name rather than using a personal account for both family and business 
purposes. 

• Local child care resource & referral programs often ask tax experts to provide 
workshops for family child care providers about current tax laws and regulations.

Key Points
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Activity #1

Learning Outcomes 
Understand basic information and find resources about taxes related to 
operating a family child care business

Materials Needed
Handout 38: Taxes

Methodology: Discussion

Activity
Pose the following questions to engage participants in a conversation 
that elicits basic information about taxes, related to operating a family 
child care business:

• What is a major difference in the employment status of an individual 
who works for a company and an individual who is licensed to operate 
a small family child care home? (relates to filing taxes as an employee 
vs. self-employed) 

• Would you build an extra room in your home or would you have 
someone else build it for you? Why? Why not? (relates to having 
expertise in current laws and regulations, tax preparation) 

• Would you give your boss access to your personal checking account for 
business purposes? Why? Why not? (relates to keeping business and 
personal matters separate) 

• You want to find out how much money you spent last year on home 
repairs, and furniture for your home.  How would you do this? (relates 
to the importance of effective record keeping for tax purposes)

Distribute Handout 38 and emphasize the Key Talking Points (on the 
previous page and Handout 38). 

Point out that local child care resource and referral (R&R) programs 
often offer tax workshops and resources for individuals who want to 
get started or already operate a family child care business.
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HANDOUT #38: TAXES

• Family child care operators are self–employed and must file state and federal tax returns every year. 

• Tax laws and regulations about child care change periodically, so it may be advantageous to contract the 
services of an expert in this area for advice and tax preparation. This expense, if anticipated, should be part 
of the operating budget of the business. 

• Family child care tax experts are able to identify, maximize, and apply allowable deductions, which may 
lead to a favorable tax return. 

• Having an effective record keeping system in place is essential to be able to provide all the information and 
the documentation that a tax professional may need to prepare an accurate tax return.  

• Tracking, collecting, labeling, saving, and organizing detailed records of all the business transactions (in-
come and expenses) may be time consuming, but keeping current with these tasks saves time and effort 
during tax season. 

• For tax purposes, experts recommend keeping business and personal records separate. For example, a pro-
vider should have a business checking account and operate under a business name. 

• Local resource and referral (R&R) programs often offer tax workshops and resources for individuals who 
want to get started or already operate a family child care business. 

Contact information for R&R programs in every county in California can be accessed at www.rrnetwork.org 
For more detailed information about taxes related to family child care, refer to the book Family Child Care 
Record-Keeping Guide, Eighth edition, by Tom Copeland, pp. 5-26.


