Maine State Housing Authority (MaineHousing)
HOME ENERGY ASSISTANCE PROGRAM (HEAP/Fuel Assistance)

SELF-EMPLOYMENT WORKSHEET INSTRUCTIONS
The Self-Employment Worksheet will be completed if an Applicant:;
o Is recently self-employed and has not yet filed a federal tax return for self-employment income;
e Is not required to file a federal tax return because their income is below the IRS threshold;
e Does not have a current or prior year tax return; or
e Provides IRS documentation that is incomplete or ambiguous.

Supporting documentation for the previous 365 days (or the number of days in business) prior to the Date of
Application must be provided to substantiate the information on the Worksheet. CAAs may require additional
documentation such as business checkbook, accountant’s records, business records, to verify tax form amount or
for current income and expense items. If the Applicant cannot provide the documentation, the Application will be
denied.

If the Household is using the three (3) month income verification period, self-employment income for the previous
365 days prior to the Date of Application will be divided by four (4) to prorate to three (3) months.

Negative net profit cannot be subtracted from other Household Income but is counted as “0”. If there are multiple
businesses and one business shows a profit and one shows a loss, use the amount of the profit. The losses
cannot be deducted to reduce overall Household income.

If using Self-employment Worksheet to substantiate net rental income:

Make sure all the expenses are business related.

If an Applicant rents out apartments in a building and lives in the same building, you need to know the number
of apartments rented. Expenses for the Applicant’'s/landlord’s unit are not deductible. Use the following
guidelines to calculate the amount of deductible expenses for the other units:

Duplex % of expenses are deductible
3 Units 2/3 of expenses are deductible
4 Units ¥ of expenses are deductible

Example: Applicant/landlord occupies one unit of duplex. Applicant/landlord pays heat for both
units. Only 50% of the fuel expenses are deductible. The 50% would also apply to all other
deductible expenses such as property taxes and insurance, water, etc.

In-home Day Care:

1/3 of expenses, such as utilities, fuel, and property taxes, would be considered deductible business expenses.

Business operated out of Applicant’s Dwelling Unit:

When an Applicant operates a business out of his/her Dwelling Unit, be it owned or rented, use the guidance
provided below to calculate the allowable deductions. Deductible expenses may include taxes, insurance,
electricity, telephone, interest and rent.

Divide the number of rooms used for business by the total number of rooms in the Dwelling Unit, not including
bathrooms and halls, to determine the percentage of the deduction.

Examples:
e Four (4) room apartment with one (1) room used for the business. 25% (1/4) of the expenses are
deductible.

e Nine (9) room house with two (2) rooms used for business. 22% (2/9) of the expenses are
deductible.
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COMPLETING THE SELF-EMPLOYMENT WORKSHEET

Intake worker completes:

e CAA (agency name)

e Primary Applicant Name

e Date of Application

e Deadline (date) information must be returned to the CAA.

e 365 day period covered.

Example:
Date of Application is December 1, 2016
365 day period covered: From: December 1, 2015 To: November 30, 2016

Applicant completes:

e Applicant’'s/Business Owner’'s Name

e Business Name

e Business Type (ex. construction, cleaning, rental property, dog walking)

o If business is located in Applicant’'s home, indicate the number of rooms used for business

Line #

1 Gross Income (receipts or sales): Total gross amount received for goods or services. Applicant
must have proof to show their gross receipts or sales, i.e. cash receipts, journal, bank statements,
etc.

Examples:

e Total the dollars received from all construction jobs completed December 1, 2015 through
November 30, 2016. Total gross income is $29,000.00 for the six (6) jobs completed.

e Total the rent received from tenants between December 1, 2015 and November 30, 2016.
Monthly rent received is $650 for two (2) apartments. $650 x 2 apartments =$1,300.00 x 12
months = gross income of $15,600.00.

2 Subtract Cost of Sales (purchases): Total gross amount it costs to produce the goods/provide
the services. There is no Cost of Sales (Purchases) for rental property.

Example: Total amount spent for raw materials and labor for six (6) jobs completed between
December 1, 2015 and November 30, 2016 is $11,000.00 (back up documentation must be
included to substantiate this amount).
Inventory: If the Applicant maintains inventory, then the following formula should be used to
arrive at cost of sales:
Beginning Inventory (as of the first day of the 365 day period)
+ Purchases
- Ending Inventory (as of last day of the 365 day period)
= Cost of Sales
3 Gross Profit (subtract line 2 from line 1)

Prepared by MaineHousing Self Employment Worksheet Instructions HEAP08292016



Business Deductions: (paid within the 365 days prior to the Date of Application)

4

Fuel: Fuel costs relating to the purchase of gasoline, diesel, etc., used for work-related equipment
are deductible.

Travel: Normal expenses are deductible when traveling for business. Deductible expenses
include: airplane, bus and train tickets; operating vehicles; meals, lodging and other ordinary and
necessary expenses relating to business travel. Expenses that are extravagant or are for personal
or vacation purposes cannot be deducted. Expenses for travel/commuting between home and
office cannot be deducted.

Taxes: Taxes relating to the cost of running a business or a profession are deductible, including:
sales, business profit, licenses, regulatory fees, state unemployment payments, corporate
franchise taxes, user fees and property taxes.

Repairs: Minor costs relating to the repair of business-related property or equipment is deductible.
Be sure to distinguish the difference between repairs and capital improvements.
The IRS broadly defines a capital improvement as an upgrade or an improvement that enhances

the value of the property. In general, if a repair costs more than $200, ask about the nature of the
repair and use reasonable judgement to determine whether it is a repair or capital improvement.

Insurance: Payments for business-related insurance premiums are deductible including premiums
for fire, theft, flood, casualty, merchandise, inventory, liability, public liability, malpractice, worker’s
compensation, state unemployment insurance, use and occupancy and business interruption.
Employer’s group insurance is also deductible as long as the strict nondiscrimination rules are
complied with.

Utilities: Expenses for heat, lights, power, telephone service, water and sewerage are deductible.
However, if any part of the usage was for personal use, that portion is not an allowable deduction.

10

Car & Truck: Includes gas, oil, maintenance, and other expenses that are related to the operation
of the vehicle, and which have not been included under travel above. However, if any expenses
were for personal use of the vehicle, that portion is not deductible.

11

Interest: Interest paid on a business loan is deductible. Only interest is deductible, not the
principal. Applicant should provide a statement from the lending institution to verify the amount of
interest paid.

Example: A farmer buys a tractor. The cost of the tractor is not deductible. However, if the farmer
borrowed money to buy the tractor, the interest paid on the loan is deductible.

12

Advertising: Costs related to business advertising in newspapers, radio, television, leaflets,
brochures, etc., are deductible, with the exception of political ads and foreign advertising.

13

Supplies: Cost of supplies used in the course of running a business, are deductible.

Example: Owner/Operator of a small construction company would be able to deduct items such
as: paper, printer ink, letterhead, and office supplies (staples, tape, message pads, etc.).

14

Wages: Salaries/wages and fringe benefits paid to employees are deductible.

15

Rent: Costs related to the use of property you do not own, such as cars, tools, equipment and
property used to operate the business are deductible.

16

Cleaning: Cost of cleaning a place of business (janitorial) is deductible.

17

Bank Charges: Bank service charges for writing checks and other bank services are deductible
on business accounts only.

18

Legal & Professional Fees: The cost of legal and professional fees associated with the operation
of the business, such as attorney fees, accountant fees, etc.

19

Other: Other expenses associated with operating the business, not included above. The Applicant
must attach a list of “other” and provide supporting documentation.

20

Total Deductions: Add lines 4 through 19

Net Profit: Subtract Total Deductions (line 20) from Gross Profit (line 3)
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