IRS ALLOWS STANDARD MEAL RATE FOR FAMILY DAY CARE PROVIDERS

WASHINGTON – As part of its Industry Issue Resolution Program, the Internal Revenue Service recently issued Revenue Procedure 2003-22, which allows taxpayers engaged in the trade or business of providing family day care, the option of using a standard meal and snack rate to compute their allowable meal expense deduction, in lieu of computing their actual meal expense deduction.     

A family day care provider may use the standard meal and snack rates for a maximum of one breakfast, one lunch, one dinner, and three snacks per eligible child per day.  The rates apply regardless of whether a family day care provider is reimbursed for its food costs, in whole or in part, under the Child and Adult Food Care Program, or under any other program for a particular meal or snack.  A family day care provider who receives reimbursements, however, may only claim an expense deduction; to the extent their computed expense exceeds the amount of their reimbursements. 

The allowable rate is the Tier 1 United States Department of Agriculture, Child and Adult Food care Program rate in effect each December 31, of the year preceding the current calendar year.  The rates in effect for calendar year 2003 for most of the United States except Alaska and Hawaii (which have different rates) are:  Breakfast - $0.98, Lunch or Supper - $1.80 and Snacks - $0.53.  Visit Child Care for additional information and visit the U.S. Department of Agriculture for the current rate.  (The USDA will adjust the rate annually on July 1st.)   

Taxpayers, who use the standard meal and snack rates to compute their expense deduction, must maintain records to substantiate their computation of the total amount claimed.  The records should include the name of each child, dates and hours of attendance in the family day care, and the type and quantity of meals and snacks served.   The APPENDIX to Revenue Procedure 2003-22 provides a sample meal and snack log, which satisfies the substantiation requirements.

Revenue Procedure 2003-22 applies to any family day care provider, whether or not they are licensed, registered, or otherwise regulated by the state or locality in which the day care operates.   

Eligible children, for whom the standard meal and snack rate may be used, are unemancipated minors receiving day care in the home of the family day care provider.  Eligible children do not include children who are full-time or part-time residents in the home in which the childcare is provided or children whose parent(s) or guardians(s) are residents of the same home.

For more information see Revenue Procedure 2003-22.


