Want a great way to support Lake Dillon Preschool AND save on taxes?

The Colorado Child Care Contribution Credit is a great way to help Lake Dillon Preschool with minimal impact to your wallet.  

The Geek Speak:

Beginning March 9, 2004, if you make a monetary contribution to promote child care in Colorado you may claim an income tax credit of 50% of the total contribution.  The contribution must be made in cash, to a licensed child care center, and not be in exchange for child care.
What’s in it for me?

Here’s the great news!  Lake Dillon Preschool is a qualified child care center, so money donated to LDP is eligible for this credit.  If you (or any Colorado resident, including grandparents, neighbors and friends!) make a donation to LDP you can deduct your donation on your federal return AND receive a 50% credit on your Colorado return.  Check out the following scenario if you were to donate $120:

Savings scenario for a taxpayer who itemizes deductions (most homeowners):


Donation

$120.00


Federal Tax Deduction
($24.00) – based on estimated effective tax rate of 20%* (see calculation note below)


50% Colorado Tax Credit
($60.00) – allowed for anyone who has taxable income in Colorado

Net Effect on your Wallet  $36.00


Savings scenario for a taxpayer who uses the standard deduction instead of itemizing (most renters):


Donation

$120.00


50% Colorado Tax Credit
($60.00) – allowed for anyone who has taxable income in Colorado

Net Effect on your Wallet  $60.00

* Calculation Note: Effective tax rate equals tax liability divided by taxable income.  To calculate your effective tax rate, look at your Federal 1040 tax return.  Your tax liability is equal to line 63, Total Tax or line 57 if you are subject to self-employment taxes on line 58.  Your taxable income is found on line 38, Adjusted Gross Income.  Therefore, if your line 63 is $20,000 and your line 38 is $100,000, then your effective tax rate is $20,000.
OK, I’m sold.  What do I do next?


When you make a donation to Lake Dillon Preschool, ask them to fill out a DR 1317 (the front desk staff will know what you mean!).  Then, when it comes time to file your taxes you should report your donation as part of your cash contributions on Schedule A.  When you file your Colorado tax return, you need to fill out Form 104CR and enter the credit amount (50% of your donation) on the 104 line where it asks for Personal Credits.  In 2007 this was line 17, but the lines are subject to change each year.  If you mail in your return, you need to attach DR 1317.  If you electronically file your return, you just need to keep DR 1317 for your records.
Prepared by: Michele Knight, CPA, Owner of Knight Accounting & Technology and proud parent of a Lake Dillon Preschool baby!  Please visit my website for contact information, www.cpamichele.com, if you have questions!

CPA Disclaimer: In preparation of the information above, every effort has been made to offer the most current, correct and clearly expressed information possible.  Nonetheless, inadvertent errors can occur, and applicable laws, rules, and regulations often change.  Further, the information contained herein is intended to afford general guidelines on matters of interest, not all specific and unique facts are included.  Accordingly, the information provided above is not intended to serve as legal, accounting or tax advice.  Users are encouraged to consult with professions advisors for advice concerning specific matters before making any decision and Michele Knight, CPA disclaims any responsibility for any misunderstanding on the part of users.  
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