Writing as a Ministry

Presenter: Carol Topp, CPA  CarolToppCPA.com  TaxsForWriters.com

Writing as a ministry can be a hobby, a business or a nonprofit charity with  501(c)(3) tax exempt status.

Ministry as a hobby:

Characteristics of a hobby: no profit motive, time and effort spent not significant, lack expertise, do not operate in a business-like manner, have other sources of income.

Search at IRS.gov for the booklet Is Your Hobby a For-Profit Endeavor?

Hobby income is not tax-free income. Hobby income is reported on the Form 1040 as Other Income.
Income from a hobby is taxable income. (sorry!)
Unfortunately, hobby expenses usually not deductible.

Hobby expenses are deductible as a Miscellaneous Itemized deduction subject to a 2% floor (meaning that expenses more than 2% of your Adjusted Gross Income are deductions)

Fortunately, the cost of goods sold is a deduction from hobby income (good news for hobby writers who want to produce a book). Only the net amount is reported as Other Income.

Examples: lots of faith-based bloggers

Ministry as a business:

Low or no profit. Nine states recognize Low-profit Limited Liability Company (L3C)

Business income and expenses (for a sole proprietorship) is reported on schedule C. Business pay income tax on their profit (profit from a business is added to Adjusted Gross Income) 

Sole Proprietors also pay Self Employment (SE) tax. SE tax is Social Security and Medicare tax. 15.3 % of profit.

Examples: Cindy Rushton (CindyRushton.com), Carol Topp's HomeschoolCPA.com

Ministry as nonprofit charity

501(c)(3) tax exempt status grant by the IRS for qualified charities

Advantages: 501(c)(3) charities can accept tax deductible donations. Surplus (i.e.profit) is tax exempt. Some fundraisers and programs only open to 501(c)(3) organizations.

Disadvantages: IRS application, Form 1024, is 28 pages long. IRS fees $400-$850. A nonprofit is not owned or controlled by any one person.

What's involved? A charitable purpose (i.e. religious, educational, charitable), a board of leaders, nonprofit incorporation with your state, and IRS application.

Exception: organizations with less than $5,000 gross annual income may operate as a 501(c)(3) charity without filing the Form 1024.

IRS report 501(c)(3) Organizations and Publishing Activities available at IRS.gov

Example: Focus on the Family, Greater Impact, Heavenly C Ministries

Toolbox 

· Blog. I like Wordpress.org (allows more options than the free Wordpress.com)
· Website Hosting http://MomWebs.com
· Training on creating Information products: Free download at MomWebs.com. Cindy Rushton's “From Idea to Information Product” http://taxesforwriters.com/resources-for-authors/helpful-products/
· Ebook publishing. Smashwords.com  and  Kindle Direct Publishing  https://kdp.amazon.com
· Print on demand Createspace.com and Lulu.com

· The Easiest, Cheapest, Fastest Way to Self-Publish Your Book  http://tinyurl.com/4yqzya6
· Video blogging SimpleVloggingTips.com
