
Disclaimer

This documentation was prepared by Ernst & Young LLP (“EY”) at the request of A Place for Rover, Inc.
(“Rover”). This documentation is intended solely for information purposes and no Pet Care Service
Provider that operates their business on Rover.com (“Rover Sitter” or “Sitter”) or other third party may rely
upon it as tax or legal advice or use it for any other purposes. As such, EY and Rover assume no
responsibility whatsoever to Rover Sitters or other third parties as a result of the use of information
contained herein. This documentation was prepared by EY, and does not necessarily reflect the view of
Rover.

This documentation contains information in a summary format. It does not provide tax advice to any
taxpayer because it does not take into account any specific taxpayer’s facts and circumstances.
Furthermore, it assumes that all services are performed in the United States of America, that the only
business use of a Sitter’s vehicle is Rover related, and that no other business uses exist. Rover also
explicitly disclaims providing any guidance on the tax treatment of the business use of a Sitter’s home or
Qualified Business Income (“QBI”). For further tax guidance beyond the scope of this document, we
recommend you consult your own independent tax advisor.

Readers are encouraged to consult with professional advisors for advice concerning specific matters
before making any decisions or taking a position on any tax return, and EY and Rover disclaim any
responsibility for positions taken by taxpayers in their individual cases or for any misunderstanding on the
part of the readers. While EY has used its best efforts in preparing this documentation, it makes no
representations or warranties with respect to the accuracy or completeness of the contents of this
guidance and specifically disclaims any implied warranties. Neither Rover nor EY shall be liable for any
loss of profit or any other damages, including but not limited to direct, indirect, special, incidental,
consequential, or other damages in connection with the information contained in this documentation.

Please refer to https://get.rover.com/Sitter/taxes for additional general information about Rover + taxes in
the United States.
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1. Key takeaways: Why should I read this guide?

As a Sitter operating your business on Rover in the U.S., you are responsible for reporting your business
earnings each year on your income tax return and paying any applicable income and/or self-employment
taxes. The sections that follow in this tax guide will provide more detail on how to report your business
income, potential tax deductions you can take to reduce your business income, what your tax reporting
obligations are, and resources that are available to you as a Rover Sitter. This guide is an overview of the
federal income tax rules; it does not address state income tax rules that may differ from the federal rules.
To make it easier to navigate this guide and file your taxes, we’ve included an overview of the key
takeaways:

A. How to report your income when you don’t receive a Form 1099-K from Rover

You may not receive a Form 1099-K from Rover if the amount of gross income earned through Stripe
does meet the required thresholds. Even if Rover does not provide you a Form 1099-K, you will still need
to report your business income for income and/or self-employment tax purposes. This also applies to any
payments you received via PayPal or check during the year for services you provided on Rover. You
should continue to follow the rules of this guide, utilizing your Withdrawal History by Year in your
Dashboard as a handy reference when preparing your tax return.

To see an example of Schedule C and how your business income earned via Rover should appear, see
Figure A-1 below. For more info, visit section 6 (How do I report…).

B. How to report your gross income when you receive a Form 1099-K from Rover

If you qualify, you will receive a Form 1099-K and a 1099-K Summary from Rover by January 31 after the
relevant tax year. Your gross income should be reported on Schedule C (Form 1040), line 1, in your
income tax return.

To see an example of Schedule C and how your business income earned via Rover should appear, see
Figure A-2 below. For more info, visit section 4 (What is included…) and section 6 (How do I report…).

C. How to claim tax deductions for items included in your Rover Form 1099-K gross income

The most important items to look out for when receiving your tax documents from Rover include (1) the
total Rover fees and sales tax processed on your payments and (2) the gross payments that were
refunded to your customers throughout the year. You will be able to find these using the 1099-K
Summary provided by Rover and can take these as a business deduction in the year. If you did not
receive a Form 1099-K from Rover for the year, you do not need to enter these amounts as your income
from your Withdrawal History will have already been reduced by these expenses.

See Figure A-2 for info on where your business deductions provided on your 1099-K Summary from
Rover should be on Schedule C. Visit section 4 (What is included…), section 5 (What business
expenses…), and section 6 (How do I report…) for more information.

D. Other tax deductions you may be able to claim to pay less taxes (and how to report them)

Besides the deductions on your 1099-K Summary, you can deduct other expenses as long as they qualify
as business expenses. This includes unreimbursed out of pocket expenses, reasonable costs of
managing your business, business transportation costs, and more.
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Report qualifying deductible expenses on Schedule C, lines 8–27a (see Figures A-1 and A-2 for
examples) and see section 5 (What business expenses…) and section 6 (How do I report…) for more
information.

E. How to report taxes for self-employment on your business earnings

As a Rover Sitter and self-employed individual, you are subject to a self-employment tax at approximately
15.3% of your business income if it is $400 or more. Self-employment tax is a separate tax, apart from
regular income taxes. You must use Schedule SE – Self Employment Tax to figure out the tax owed and
then you must report it on Schedule 2 (Form 1040, U.S. Individual Income Tax Return), line 4.

See Figures B and C for an example of Schedule SE and Schedule 2 and see section 10 (Do I owe self-
employment tax…) for more information.

2. Who is this guide for?

This guide is for Rover Sitters who are subject to U.S. income tax and/or self-employment tax and report
their business income on Schedule C as part of their Form 1040 (U.S. Individual Income Tax Return).

I am a Rover Sitter. Am I subject to income and/or self-employment tax in the U.S. on the earnings I make
operating my business on Rover?

You are subject to U.S. income tax if you have U.S. sourced income. Generally, income derived from
providing a service in the U.S., such as pet sitting or dog walking, is U.S. sourced business income and
subject to U.S. income tax.

A business is generally an activity conducted for a living or with the intention of making a profit. Whether
an activity is a business depends on the regularity of the tasks performed, transactions, revenue, and
continual attempts to advance business goals.

Income earned from providing services as a Rover Sitter is considered self-employment income and is
subject to self-employment tax. Self-employment income is income that you earn if you are operating a
business for yourself as a sole proprietor or an independent contractor.

How do I know whether I report my business income on my Form 1040 individual income tax return?

You report your business income on your Form 1040 individual income tax return if you operate your
business as an individual or a single-member LLC. Most Rover Sitters operate their business this way. If
you report your business earnings on a separate business tax return, such as a Form 1120 (U.S.
Corporation Income Tax Return), Form 1065 (U.S. Return of Partnership Income), or other type of tax
return, or are not sure which tax return you should report your business earnings on, please engage a tax
advisor for guidance on how to report your business earnings.

Types of taxpayers: cash-basis vs. accrual-basis

If you are subject to U.S. income tax, you must report your business income as a cash-basis or accrual-
basis taxpayer.

If you are a cash-basis taxpayer, you report your income on your return for the year you actually or
constructively receive it and you deduct all expenses in the year you actually pay them. You are a cash-
basis taxpayer if you report income in the year you receive it, regardless of when it is earned. Most
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individuals are cash-basis taxpayers. You constructively receive income when it is made available to you,
for example, by being credited to your account. For the purposes of this guide, we are assuming you’ve
withdrawn your funds in the same tax year these funds were credited to your Rover account after your
booking ended. If this is not the case, please consult with a tax advisor.

If you are an accrual-basis taxpayer, you generally report income when you earn it instead of when you
receive it and you deduct expenses when you incur them instead of when you pay them. Accrual-basis
taxpayers should engage a tax advisor to ensure that all business income and expenses are correctly
reported.

3. What tax information will Rover provide?

Rover is here to help with tax reporting for your business on the Rover platform! In addition to providing
you, where required, a Form 1099-K, Rover will also provide a 1099-K Summary to all U.S. Sitters eligible
for a Form 1099-K as a key document to help with your taxes. Both documents will be made available
electronically on an annual basis, based on your account election, by January 31 of the year following the
year you performed services or received payment as a Sitter.

For Rover Sitters who are not eligible to receive a Form 1099-K, you are still able to see the earnings you
withdrew for the tax year in your Withdrawal History by Year to help report your business income on your
tax return. Please see this help center article for additional information on how to locate your annual
withdrawals in your dashboard: https://support.rover.com/hc/en-us/articles/360020803472-Where-can-I-
view-my-total-earnings.

You can also visit the Rover tax resources center at https://get.rover.com/Sitter/taxes for more information
on what tax documents you can expect to receive, how to access them, and how to update your election
to receive your tax information electronically.

4. What is included in my gross payments earned via Rover and reported
on my Form 1099-K?

If you are subject to U.S. income tax from your business, you must include in your gross income all
payments you earned performing services during the year.

Here are some amounts that may be includible in gross payments, what reporting Rover will provide on
these amounts, and what you should do with them:

 Rover fees are included in your gross business income from providing pet care services. These are
fees paid to Rover to help cover Rover’s maintenance and improvements to the platform you use to
meet new clients and manage your business, Rover’s marketing and promotions to attract new clients
to the site, and Rover’s 24/7 support, and to provide the Rover Guarantee for bookings. At the end of
the year, Rover will provide a 1099-K Summary detailing how much of your reportable gross income
consisted of Rover fees. These fees can be deducted as business expenses in the same year (i.e.,
deductible Rover fees will offset your reportable gross income related to Rover fees so you will not
owe taxes on these fees). See Figure A-2 for how these amounts are reported in your tax return.
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Example 1 (standard booking): You receive a booking from an Owner to board their dog for 4
days at your set price of $75 per day, for a total of $300 plus the Rover fee to the Owner of $33.
After the booking is completed, your payout (net of the Rover fee) of $240 is initiated 48 hours
later for payment into your bank account. Your gross income for the booking is $333 and
reported as such on your Form 1099-K. On your tax return, you report $333 as gross income
and $93 as a deduction for Rover fees to arrive at your net business income of $240.

 Any payments refunded to an Owner due to cancellations are not included in your net business
income. However, your Form 1099-K is reported on a gross basis prior to the issuance of refunds.
Like Rover service fees, any gross payments that are refunded should be included as gross
income and also taken as a deduction. At the end of the year, Rover will provide a 1099-K
Summary detailing how much of your reportable gross income consisted of refunds from
cancellations, which you may deduct. See Figure A-2 for how these amounts are reported in your
tax return.

Example 2 (booking with partial refund): You have the same booking facts as Example 1;
however, after the initial booking, the Owner ends up deciding they only need 3 days of
boarding, so you agree, based on your cancellation policy, to offer a refund for the 4th day at
$75. Rover also then refunds the fee to the owner of $8.25 and reduces the fee to be charged
to you by $15 for the one cancelled night.

This results in the gross stay price to the Owner, after refunds, to be $249.75, which includes
the reduced Rover fee to the owner of $24.75. After the booking is completed, your payout (net
of fees and refunds) of $180 is initiated 48 hours later for payment into your bank account. Your
gross income for the booking is $333 and reported as such on your Form 1099-K. On your tax
return, you report $333 as gross income. You also report $83.25 in refunds and $69.75 in Rover
fees as deductions to arrive at your net business income of $180.

 Any discretionary tips you receive from pet owners are included in your gross business income. If
these are paid via the Rover platform, these amounts will be included in your Form 1099-K and
1099-K Summary. If you receive tips paid outside the platform, these are still required to be
reported in your gross business income, but you will need to add any amount you receive outside
the Rover platform to your gross business income included on your Form 1099-K.

Example 3 (booking with tip): You have the same booking facts as Example 1, but this
booking includes a tip of $50 made inside the Rover platform. Your gross income for the
booking is $383 and reported as such on your Form 1099-K. On your tax return, you report
$383 as gross payments and $93 as a deduction for Rover fees to arrive at your net business
income of $290.

However, if you had received the same $50 tip outside of the Rover platform, you would report
the $333 gross payment that was included in your Form 1099-K on your tax return and then add
the $50 tip to that total gross business income. You should then arrive at a net business income
of $290 after deducting the $93 Rover fees.
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If applicable, sales tax may be a part of the gross payments reportable by Rover on your Form
1099-K. Any sales tax collected on gross payments we’ve processed on your behalf will be
included in the 1099-K Summary with Rover fees and can be deducted on the same line as Rover
fees on your Schedule C. See Figure A-2 for how these amounts are reported in your tax return.

Example 4 (booking with sales tax): You have the same booking facts as Example 1, but
you live in a state where Rover is required, as a marketplace, to collect a 6.5% sales tax on the
pet care services you rendered. Your gross income for the booking is now $352.50 and it is
reported as such on your Form 1099-K. On your tax return, you report $352.50 as gross
income, and $112.50 as a deduction for Rover fees and sales taxes, which is provided on your
1099-K Summary, to arrive at your net business income of $240.

5. What business expenses can I claim to reduce my gross business
income?

As outlined above, business income is the gross amount of payments earned less any allowable
expenses. In general, a deductible or allowable expense is one that is ordinary and necessary, has
actually been paid (for a cash basis taxpayer), and is not regarded as capital in nature. Examples of
deductible expenses can be broken down into three categories:

Direct expenses (i.e., business deductions unrelated to the use of your home or vehicle)

 Rover fees

 Owner refunds from cancellations

 Cost of individuals you employ (i.e., payroll costs) or contract with (i.e., 1099 contractor costs)

 Out of pocket unreimbursed expenses related to your business (dog walking shoes, pet
harnesses or leashes, pet food purchases, pet toys, animal enclosures, etc.)

 The cost of managing your business (e.g., legal or accountancy fees incurred with operating your
trade or business)

 Public transportation expenses (e.g., bus, train, or ride-share costs you pay to travel to
customers)

See section 9 – Computing deductible expenses – Direct Expenses for more details.

Automobile Expenses (i.e., driving to and from Owners’ homes to provide services)

 If using the Standard Mileage Rate Method

 Business mileage

 Interest on a loan taken out to buy your vehicle

 If using the Actual Expense Method

 Cleaning and maintenance services, including car washes and cleaning supplies purchased
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 Gasoline and oil changes

 Interest on a loan taken out to buy your vehicle

 Lease payments

 Repairs

 Tires

 Depreciation on amounts paid to acquire the vehicle, subject to certain limitations

 Vehicle registration fees and legal fees

See section 9 – Computing deductible expenses – Automobile Expenses and Flowchart (B) for more
information.

Business use of home expenses (i.e., expenses incurred while providing services related to your
business exclusively in a dedicated area of your own home)

 Due to the complexity of claiming these types of expenses, we recommend seeking professional
tax advice if you intend to deduct such expenses when providing services from your home.

These lists are not exhaustive.

6. How do I report my business income and expenses?

For Rover Sitters who did not receive a Form 1099-K from Rover:

Step 1: Income Tax (see Figure A-1 for an example):

 Use Schedule C, line 1 to report your earnings from Rover for the year. If you are using the
Withdrawal History by Year in your Rover Dashboard as a guide, the amount under “Bank” and
“PayPal” will already include tips from within the Rover platform and any payments you received
via check and Stripe (under “Bank”) or PayPal (under “PayPal”) in the year. If you received
payment outside the Rover platform for your business, add the total non-platform payments along
with your amounts in Withdrawal History by Year to the income you report on Schedule C, line 1.

 Use Schedule C, line 9 to report your deductible automobile expenses.

 Use the other expense categories on Schedule C to report other deductible amounts not
previously covered.

 For business use of home expenses, please consult a professional tax advisor for further
guidance.

Step 2: Self-employment Tax (see Figure B for an example):

 Once you have computed your taxable income on Schedule C, line 31, transfer that amount to
Schedule SE, Part I, line 2. Completing the rest of the form will determine what amount of self-
employment tax and associated deductions should be reportable on your return.
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For Rover Sitters who received a Form 1099-K from Rover:

Step 1: Income Tax (see Figure A-2 for an example):

 Use Schedule C, line 1 to report gross receipts in box 1(a) from your Rover provided Form 1099-
K. This amount will already include tips from within the Rover platform and gross payments
processed since you added Stripe as a payment method. If you received payment outside the
Rover platform or payment via PayPal or check, add the total non-Stripe payments along with the
reported gross receipts in box 1(a) from the Form 1099-K in line 1 of your Schedule C.

 Use Schedule C, line 2 to report any refunds issued to your customers from Rover due to
cancellations (which will be provided to you on your 1099-K Summary).

 Use Schedule C, line 27a to report any Rover fees and sales tax collected (which will be provided
to you on your 1099-K Summary).

 Use Schedule C, line 9 to report your deductible automobile expenses.

 Use the other expense categories on Schedule C to report other deductible amounts not
previously covered.

 For business use of home expenses, please consult a professional tax advisor for further
guidance.

Step 2: Self-employment Tax (see Figure B for an example):

 Once you have computed your taxable income on Schedule C, line 31, transfer that amount to
Schedule SE, Part I, line 2. Completing the rest of the form will determine what amount of self-
employment tax and associated deductions should be reportable on your return.
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7. Flowchart (A) for reporting business expenses

(A) What type of expenses do you incur?

Refer to Flowchart (B) – Choose between the
standard mileage method or the actual expenses

method

IRS Form: Schedule C – Profit or
Loss from Business

Instructions: Use Schedule C, line
9 to report your deductible

automobile expenses computed
above.

(B) Deduction instructions

Automobile expenses

(e.g., driving to and from Owners’ homes to provide
services)

Direct expenses (i.e., business deductions unrelated
to the use of your home or vehicle)

(direct, out of pocket expenses related to your
business, including Rover fees, cost of employees,

public transportation, etc.)

Keep track of all direct expenses related to your
trade/business, including your 1099-K Summary.

IRS Form: Schedule C – Profit or
Loss from Business

Instructions: Use Schedule C, line
8-27(a) to report direct expenses

computed above. Do not report any
items already covered under the

business use of your home or
“automobile expenses.”

(C) Forms to file

IRS Form: Schedule SE – Self-
Employment Tax

Instructions: Use Schedule SE,
line 2 to report the net income or
loss from Schedule C, line 31.
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8. Flowchart (B) for automobile expenses

There are two options you may use to deduct your automobile-related expenses. The following flowchart
will help you determine the best method to use. In general, you should pick the method that results in the
biggest allowable deduction and for which you have the appropriate documentation to support that
deduction. A more detailed discussion related to automobile expenses will follow.

[1] Allocable expenses include costs that would apply to both business and personal use (e.g., depreciation, lease payments,
maintenance and repairs, gasoline, oil, interest, insurance, and/or registration payments).

Note: You are not eligible to claim Section
179 depreciation or bonus depreciation.

Multiply your allocable[1] vehicle expenses
by your BUP to determine your deductible

allocable vehicle expenses.

Divide your total mileage driven during the year between
business use and personal use. Determine your BUP by dividing

the business use miles by the total miles driven.

(A) Choose one of the following two options

(C) Applying business use % to business expenses

(D) Forms to file

BUP is more than 50%BUP is 50% or less

Multiply your business use miles by the standard mileage rate
in each separate 6-month period to determine the deductible

amount of vehicle-related expenses.

IRS Form: Schedule C – Profit or Loss from Business

Instructions: Use Schedule C, line 9 to report your
deductible expenses computed above.

(B) Deduction instructions

Actual Expense Method

Deduction based on your actual vehicle expenses multiplied
by your vehicle’s business use percentage (“BUP”).

Note: This method may allow you to claim a Section 179
deduction or bonus depreciation deduction, depending on

your BUP.

Standard Mileage Rate Method

Deduction based on business use miles (defined in section 9 later).
The rate is 58.5 cents/mile for miles driven between 1/1/22 – 6/30/22

and 62.5 cents/mile for miles driven between 7/1/22 – 12/31/22.

Note: Standard mileage includes depreciation, lease payments,
maintenance and repairs, gasoline, oil, insurance, and/or registration

payments.

Note: This method is not permitted if you have claimed or want to
claim Section 179 deduction or bonus depreciation deduction.

Add allocable[1] interest expenses, if
applicable

 Return to Flowchart (A)

Note: You may be eligible to claim
Section 179 depreciation or bonus

depreciation

Multiply your allocable[1] vehicle
expenses by your BUP to determine

your deductible allocable vehicle
expenses.
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9. Computing deductible expenses

Direct Expenses

i. General rule

You are generally allowed to deduct the full amount of business expenses if they are considered ordinary
and necessary, and they are otherwise not required to be capitalized (e.g., certain business startup costs,
business assets, improvements). These expenses do not include expenses related to the business use of
your home or automobile. Examples include:

 Rover fees1

 Refunds from cancellations2

 Cost of individuals you employ (i.e., payroll costs) or contractor costs (i.e., Form 1099 contractor
costs)

 Out of pocket unreimbursed expenses related to your business (dog walking shoes, pet
harnesses or leashes, pet food purchases, pet toys, animal enclosures, parking fees, bridge tolls,
etc.)

 The cost of managing your business (e.g., legal or accountancy fees incurred with operating your
trade or business)

 Public transportation expenses associated with getting to and from an Owner’s home to provide
pet care services.

 Examples of such costs could include bus fare, taxi, rideshare expenses, and train tickets.

 You must keep track of all your business-related transportation costs to claim these
deductions.

 Costs incurred traveling to and from your residence to the Owner’s location as well as costs
incurred traveling between Owners’ locations are all deductible transportation expenses. If
you travel for personal purposes after visiting an Owner, that portion of travel is NOT
considered as having a business purpose and cannot be deducted.

Automobile Expenses

i. Deduction methods: standard mileage rate vs. actual expenses

In the first year your vehicle was available for use in your business, you have the option of choosing
which deduction methodology favors you the most. Therefore, you may find it beneficial to perform
calculations under both methodologies, choosing whichever one is more suitable for you. If you choose to
use the standard mileage rate method, it must be in the first year the car was available for use in your
business. In later years, you are then permitted to switch between methods. If you use the standard

1 If you are using your Withdrawal History by Year to help with filing your taxes, the amounts in your dashboard are already reduced
by these amounts.

2 If you are using your Withdrawal History by Year to help with filing your taxes, the amounts in your dashboard are already reduced
by these amounts.
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mileage for a car you lease, that method must be used for the entire lease period (including renewals). If
you used the actual expenses method in the first year the car was available for use in your business, then
you must continue to use the actual expense method.

To calculate the deduction under either method, you must differentiate what miles driven are “business
use” miles versus what miles are not business use. In general, business use miles are miles that are
driven between your home and the Owner’s home, between Owners’ homes, or for other business
purposes, such as to purchase equipment or products necessary for use in your business (e.g., pet
treats).

Standard Mileage Rate Method

This method is the simplest way to deduct your expenses, due to the straightforward nature of reading
your vehicle’s odometer to determine the business use miles (see section 15 on documentation you need
to keep supporting your business miles). To calculate your expense deduction using the standard mileage
rate method, multiply the number of business miles driven during 1/1/22 – 6/30/22 by 58.5 cents/mile.
Then multiply the number of business miles driven during 7/1/22 – 12/31/22 by 62.5 cents/mile. Add these
two amounts to determine your deductible vehicle expenses for 2022.

Other deductions not allowed: Since the standard mileage rate represents a “standard” rate for all vehicle
expenses, you are not permitted to deduct any additional allocable vehicle expenses related to
depreciation, lease payments, maintenance and repairs, gasoline, oil, insurance, and/or registration
payments.

Note: Interest expense can be deducted under the Standard Mileage Rate Method. Follow the
instructions under the Actual Expense Method, later, to determine the deductible portion of interest
expense if you are otherwise using the Standard Mileage Method for tax reporting purposes.

Certain Sitters are prohibited from using the standard mileage rate and must use the actual expenses
approach instead. The following prohibited individuals include those who:

 Lease 5 or more vehicles at the same time

 Have already claimed a depreciation deduction for a vehicle under any method other than
straight-line depreciation (see section iii “Depreciation”)

 Have already claimed a Section 179 deduction or special depreciation (AKA “bonus”) deduction
on the vehicle (see section iii “Depreciation”), or

 Claimed actual car expenses after 1997 for a car that was leased

Actual Expense Method

Under this method, in addition to tracking your vehicle’s business miles, you must also track your
vehicle’s personal miles as well. You must also record all of the allocable expenses incurred in relation to
your vehicle’s total use. See section 15 on documentation you need to keep supporting your business
and total miles. This method requires more time and effort to compute but may yield a larger deduction
than the Standard Mileage Rate method.

Under this method, your allocable expenses are all expenses that could be assigned to both business
and personal use (e.g., depreciation, lease payments, maintenance and repairs, gas, oil, insurance,
and/or registration payments).
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For Sitters using the Actual Expense Method, include interest expense in “allocable expenses” as listed in
the previous paragraph. For Sitters using the Standard Mileage method, calculate your allocable share of
interest expense only (as outlined in the next paragraph) and include it as part of deductible expenses
along with the Standard Mileage deduction.

To calculate the expense deduction using your actual expenses, you must first calculate your vehicle’s
business use percentage (“BUP”) by allocating the total miles driven in the calendar between personal
use and business use. Do so by reviewing and documenting your vehicle’s odometer throughout the year.
Divide the business miles driven by the total miles driven to get your BUP. Next, multiply the BUP by all
the allocable expenses related to the vehicle. The result is your actual expense deduction for the
automobile.

Limitations:

 Depending on your BUP, you may or may not be able to claim a Section 179 deduction or bonus
depreciation deduction. If your BUP is 50% or less, you cannot claim Section 179 depreciation or
bonus depreciation deduction; further, depreciation deductions may be computed under longer
recovery periods and slower recovery methods. If your BUP is more than 50%, you are eligible to
claim Section 179 depreciation or bonus depreciation (See section iii “Depreciation”).

 If your BUP shifts from more than 50% to 50% or less in any tax year, consult your tax advisor for
additional details.

Example:

Standard Mileage Rate

Your vehicle was placed in service for business use for the first time in 2022 and was driven for
1,500 miles for business purposes. 1,000 of those miles were driven in the first six months of
2022 and the remainder of the miles were driven in the last six months of 2022. You can
deduct $897.50 ([1,000 miles x 58.5 cents] + [500 x 62.5 cents]) for the year. You may still
have additional allocable interest expense to consider.

Actual Expense

You had total allocable expenses of $8,250 (including interest) for the same vehicle. The
vehicle was used for business purposes for 1,500 miles and used for personal purposes for
5,800 miles. You divide the business use miles by the total miles to determine a BUP of 20.5%
(1,500 / 7,300 miles). Your deductible expenses are $1,691.25 ($8,250 x 20.5%). You do not
have additional allocable interest expense to consider.

a. Special rules for lease payments

If you lease a vehicle for 30 days or more, a portion of your allocable and deductible business lease
payments may be subject to the lease inclusion rules. You may need to reduce your business portion of
the lease payment deduction by the lease inclusion amount. Your lease inclusion amount is determined,
in part, by what type of vehicle you are renting, the vehicle’s BUP, the fair market value of the vehicle at
the time the lease commenced, what date the lease commenced and will end, and what year of the lease
you are currently in.



Rover | Documentation on the taxation of business income
January 2023

13
Disclaimer
This documentation is intended solely for information purposes and no Rover Sitter or other third party may rely upon it as tax or legal advice or use it for any other purpose. As
such, EY and Rover assume no responsibility whatsoever to Rover Sitters or other third parties as a result of the use of information contained herein. This documentation was
prepared by EY and does not necessarily reflect the views of Rover. Please refer to the disclaimer on page 1 for more information.

See the Example under Chapter 4 “Leasing a Car” as listed in IRS Publication 463, Travel, Gift, and Car
Expenses for an example of calculating a lease inclusion amount. For additional assistance, consult your
tax advisor.

ii. Repairs and maintenance vs. improvements – deduct in the current year or capitalize to
deduct in future years

In general, expenses incurred to repair and maintain your vehicle are deductible as repairs and
maintenance expenses (oil changes, replacement of windshield wipers, etc.). With that said, in certain
instances amounts paid may rise to an improvement of your vehicle (replacement of major
components such as the engine, etc.) that must be capitalized. If you incur costs for work performed
on your vehicle, it is best to consult your tax advisor for the tax treatment of any costs incurred.

iii. Depreciation

Vehicle owners can recover the purchase cost of their vehicles attributable to business use through
yearly tax deductions. These deductions are called depreciation. Depreciation is a non-cash
deduction since it does not represent an actual outflow of money.

Five factors determine how much depreciation you can deduct each year: (1) your business use
percentage (“BUP”), (2) your basis in your vehicle, (3) the recovery period of the vehicle, (4) the
depreciation method used, and finally, (5) the depreciation convention used.

(1) Your business use of your vehicle is the mileage your vehicle is driven for business, as opposed
to personal, purposes. This use is generally determined as a percentage of your overall use.

(2) Your basis in your vehicle is generally the purchase price of the vehicle, plus any registration
fees and other costs you incurred. Legal fees, documentation fees, recording fees, and transfer
taxes are examples of other costs you need to add to your basis of the property.

Note: Your basis in your vehicle may need to be adjusted if any credits were taken when the
vehicle was purchased (e.g., electric vehicle tax credits). Please consult your tax advisor if this
situation applies to you.

Note: If you purchased a vehicle in a previous tax year, and placed it in service for business use
the first time in a different tax year, your basis in the vehicle is the lower of the fair market value
on the date you placed it in service for business or the original basis (i.e., the original purchase
price). You may still be able to take bonus depreciation on the vehicle, but you cannot take a
Section 179 deduction.

(3) The recovery period for vehicles represents the number of years over which you will depreciate
your vehicle and claim a depreciation expense. For vehicles, your recovery period is 5 years (or
60 months). The recovery period starts when the property is placed in service for business use.
Note that a 5-year recovery period is actually deducted on 6 years of consecutive tax returns
since the year 1 and year 6 expenses include a fraction of a year’s worth of depreciation.

Example: You acquire a vehicle that you own in year 1 and place it into service in year 1. The
vehicle has a recovery period of 5 years. Depreciation of the vehicle starts in year 1 and will
continue until year 6, when the vehicle is fully depreciated.
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(4) The current depreciation method used for tax purposes is called the Modified Accelerated Cost
Recovery System (“MACRS”). Under MACRS, vehicles are able to be depreciated under the
straight-line (“SL”) or declining balance (“DB”) method. The SL method means you depreciate
your vehicle pro rata over the years of the recovery period. The DB method allows you to
accelerate the depreciation deductions during the earlier years of your vehicle’s life.

Note: If the BUP of your vehicle is 50% or less, you must use the SL method under the 5-year
MACRS recovery period.

(5) In addition to choosing a depreciation method, you must determine a depreciation convention.
There are two conventions available: half-year (“HY”) or mid-quarter (“MQ”). Unlike depreciation
methods, your depreciation convention is not a choice, but a factual test. If 40% of the total
depreciable basis of your MACRS property was placed in service during the last 3 months of the
tax year, then all your MACRS property (including your vehicle) is subject to the mid-quarter
convention. If not, you are subject to the half-year convention.

Note: The rules for determining convention become more complicated if Rover income is not your
only business (as the convention test looks at the depreciable basis of all your businesses), or if
you have other types of depreciable property, such as residential or non-residential real property,
or property placed in service and disposed in the same year. If you are unsure as to which
convention applies to you, consult your tax advisor.

IRS Publication 946, Appendix A Chart 1 provides a MACRS Percentage Table Guide that
provides each year’s depreciation deduction (reflected as a percentage of the depreciable basis
placed in service in year 1 under each method and convention).

Example 1: You purchased your vehicle in cash on June 1, 2022 for $32,000. As part of the
purchase, you paid legal and registration fees of $2,000. You started using the vehicle
immediately after your purchase. The BUP for the year is 35%.

The depreciable basis of your vehicle is $34,000 (purchase price of $32,000 plus other costs of
$2,000). Since the vehicle is the only asset purchased during the year used in a trade or
business, you are subject to the HY convention. Since the BUP is 50% or less, you are
required to use the SL method to compute your depreciation deduction.

Based off IRS Publication 946, Appendix A, Chart 1, the depreciation percentage to apply in
the first year of the vehicle’s recovery period using the HY convention and SL method is 10%
(Table A-8). Your maximum depreciation deduction is $3,400 (10% times $34,000). Note that
this amount has not yet factored in the BUP of your vehicle for the tax year or the
passenger automobile depreciation limits, as discussed later.

In general, DB methods tend to generate larger depreciation deductions in earlier years followed
by smaller ones in later years, whereas SL/ADS methods provide equal yearly deductions. Over
the course of the vehicle’s recovery period, the depreciation deductions should be the same
(without factoring in BUP and passenger automobile depreciation limits).

Finally, your vehicle is subject to a maximum amount of depreciation that may be claimed in a
given tax year, given the date the vehicle was placed in service. These maximum amounts can
be found in IRS Publication 946, How to Depreciate Property. Electric vehicles have separate
(higher) limitations.
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To determine the final deductible amount of depreciation expense in the current year, multiply 
your vehicle’s BUP by the maximum depreciation allowable for your vehicle based on its year 
placed in service under the passenger automobile limitations in “Maximum Depreciation
Deduction” as listed in IRS Publication 946 [a]. Then, compare that amount [a] to your vehicle’s 
depreciation deduction as computed under the IRS Publication 946, Appendix A amounts (i.e., 
without the passenger automobile limitations), multiplied by your vehicle’s BUP [b]. You are 
permitted to deduct up to [b], as long as it is equal to or smaller than [a]; otherwise, your 
deduction is limited to [a]. Any amount under [b] that is not recovered in the tax year due to the 
amount being larger than [a] is subject to potential deduction in a later tax year.

Example 2: Your BUP for the vehicle in Example 1 above is 35%. Therefore, your maximum 
depreciation deduction in year 1 before the application of the passenger automobile limitations 
is $1,190 (35% x $3,400 depreciation before passenger automobile limitation rules).

You look up the maximum depreciation deduction allowable under the passenger automobile 
limitations in IRS Publication 946. For automobiles placed in service in 2022, the maximum first 
year depreciation deduction is $11,200 (assume no bonus depreciation is taken). You multiply 
the maximum deduction within the automobile limits by the BUP to get a maximum
depreciation deduction of $3,920 ($11,200 x 35%).

Since your depreciation deduction without regard to the automobile limits ($1,190) is smaller 
than your depreciation deduction with regard to the automobile limits ($3,920), your 
depreciation deduction is NOT limited.

The determination of which depreciation method is most beneficial to you over the life of your
vehicles planned life is complex. In these circumstances, please consult your tax advisor.

1. Section 179 depreciation deduction

If your vehicle is used more than 50% for business in the first year it is placed in service, you
may be eligible to deduct the full purchase price of the vehicle in the first year of service.

2. Special (“bonus”) depreciation deduction

If your vehicle is used more than 50% for business in the first year it is placed in service, you
may be eligible to deduct the full purchase price of the vehicle in the first year of service (after
claiming any applicable Section 179 deductions).

Note: Taxpayers are still required to allocate their Section 179 and bonus depreciation
expenses based on the BUP of their vehicles.

The rules for determining when it is acceptable to use the Section 179 and special bonus
depreciation amounts are extremely complex. Please consult your tax advisor for additional
details.

Business use of Home

Due to the complexity of claiming these types of expenses, we recommend seeking professional tax
advice if you intend to deduct such expenses when providing services from your home.
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10. Do I owe self-employment tax (and how do I report it)?

I am a Rover Sitter. Am I subject to self-employment tax in the U.S. on the earnings I make operating my
business on Rover?

Self-employed persons are persons who are in business for themselves. In addition to owing regular
income tax on your earnings, you may also be subject to self-employment tax. Self-employment tax
applies to individuals operating their own business who earned net income of $400 or more during the tax
year. Self-employment tax consists of two types of taxes: social security taxes and Medicare taxes. The
Social Security tax rate is 12.4%. The Medicare tax rate is 2.9%. Combined, they make up the self-
employment tax rate of 15.3%. For tax year 2022, you are generally only required to pay self-employment
tax on the first $147,000 of wages, tips, and other self-employment income you earn during the year.
However, if you earn over $147,000 during the year, you will generally be required to continue paying the
2.9% Medicare tax with no upper limit.

In addition, if your wages, compensation, and self-employment income exceed certain thresholds for your
specific filing status, you will be responsible for paying what is called the Additional Medicare Tax, which
is an extra 0.9% tax for each dollar of earned income over the threshold.

Self-employment income is reportable on Schedule SE – Self-Employment Tax (Form 1040). You will
utilize the income or loss calculated on Schedule C – Profit or Loss from Business (Form 1040) to
calculate the amount of income subject to Social Security and Medicare taxes and will the report the total
on Schedule 2 – Additional Taxes (Form 1040), line 4. You will also be able to deduct ½ of any self-
employment tax paid on Schedule 1, Part II, line 15.

See Figure B for an example on Schedule SE (Form 1040) and Figure C for an example of Schedule 2
(Form 1040).

11. I have people who work for my business. What other tax filings do I
need to think about?

If you make $600 or more in payments to independent contractors for services performed for your
business, you are required to issue Form 1099-NEC to the independent contractors and submit a copy to
the IRS. See IRS instructions on how to complete Form 1099-NEC.

If you have any employees working for you, either full-time or part-time, you must report any wages, tips,
and other compensation that was paid to your employee throughout the year using Form W-2. You will
provide this form to the IRS and a copy should be provided to the employee(s) no later than January 31 of
the year following the year they performed services as your employee. See IRS instructions on how to
complete Form W-2/W-3.

12. How is my (net) business income taxed?

Taxable business income is the gross amount of payments received less any allowable expenses. This
can also be referred to as ‘net’ business income. If the allowable expenses are greater than the gross
amount of payments received, a loss will arise. Taxable income/(loss) must be reported and calculated on
Schedule C (Form 1040). See section 6 (How do I report…) for more information and Figures A-1 and A-2
for an example of Schedule C.
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For federal income tax purposes, net business income is taxed at ordinary income tax rates, subject to
the limitations discussed above. Ordinary income tax rates vary, depending on your filing status and
overall income levels. See Figure E for 2022 ordinary income tax rates for individual taxpayers.

13. Do I need to make estimated tax payments?

Estimated taxes are how you pay tax on business income that is not subject to withholding. If you do not
pay enough tax through withholdings or estimated tax payments, you may be subject to an estimated tax
payment penalty.

Generally, you should make quarterly estimated tax payments on your Rover income since no employer
withholds taxes on your behalf. Your tax obligations include both income tax and self-employment
tax. The 4 quarterly due dates for estimated taxes are April 15, June 15, September 15, and January 15
of the following year. In general, you can avoid an underpayment penalty if you pay (in 4 equal
installments) the lesser of (1) 90% of your current year tax liability or (2) between 100% and 110% of your
prior year tax liability (depending on your income).

Use the 2022 estimated tax worksheet found within Form 1040-ES, Estimated Tax for Individuals to
determine what your required estimated taxes should have been, and whether you will owe any penalty
for an underpayment. See Figure D for an extract from Form 1040-ES. If you have questions on how to
estimate your taxes, please consult a tax advisor for assistance.

14. What do I need to know if I sell assets that have been used in my
business?

Upon the sale of your vehicle that was used for business purposes, you must determine whether you
have a taxable gain or loss. The rules for computing your taxable gain or loss, as well as reporting it, are
complex. Please consult your tax advisor.

15. What documents do I need to keep?

All supporting documentation with respect to business income and expenses must be kept for tax
purposes regardless of the length of the business period. You do not need to submit the supporting
documentation with your return. However, the IRS may request copies of the documentation. You should
keep a record of the following:

 Receipts for all deductible expenses, including repairs, supplies, cleaning services, etc.

 Your Rover provided Form 1099-K and 1099-K Summary, if applicable

 Any other Rover or PayPal provided Form 1099s for payments via PayPal or check

 Records of your deposited earnings from your business that were not reported on a Form 1099

 If you claimed business expenses related to your vehicle:

 Vehicle purchase/lease contracts (including details regarding any financing)

 Your vehicle odometer logs
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 If you claimed business expenses related to use of your home for business:

 Home purchase/rental contracts (including details regarding any financing)

 Form 1099-NEC issued to independent contractors

 Form W2 / W3 issued to employees

Generally, you must keep records that support items shown on your return until the period of limitation for
that return runs out. The period of limitation is the period of time during which you can amend your return
to claim a credit or refund or the IRS can assess additional tax.

If you Then the period of limitation is:
(a) Owe additional tax and (b), (c), and (d) do not apply to you 3 years
(b) Do not report income that you should and it is more than
25% of the gross income shown on your return

6 years

(c) File a fraudulent return No limit
(d) Do not file a return No limit
(e) File a claim for credit or refund after you filed your return The later of 3 years or 2 years after

tax was paid

(f) File a claim for a loss from worthless securities 7 years

Additionally, you should keep records relating to your basis in your home or vehicle until the period of
limitations expires for the year in which you sell either. You must keep these records to figure any
depreciation deduction and to figure the gain or loss when you sell or otherwise dispose of the property.

If you do not keep the requisite records, it may be impossible for you to prove that you incurred deductible
expenses or to establish your basis for gain or loss. Without such proof, the IRS can deny you a
deduction.

When your records are no longer needed for tax purposes, do not discard them until you check to see
whether you must keep them longer for other purposes. For example, your insurance company or
creditors may require you to keep them longer than the IRS does.

16. What other resources should I check out?

Below is a list of resources that you can reference for a more thorough explanation on the topics
discussed above.

IRS Guidance & Publications:

Business Activities (Trade or Business), https://www.irs.gov/businesses/small-businesses-self-
employed/business-activities

IRS Publication 535 (2022), Business Expenses, https://www.irs.gov/publications/p535

Business Use of a Car, https://www.irs.gov/taxtopics/tc510

IRS issues standard mileage rates for 2022, https://www.irs.gov/newsroom/irs-issues-standard-mileage-
rates-for-2022
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IRS increases standard mileage rate for remainder of 2022, https://www.irs.gov/newsroom/irs-increases-
mileage-rate-for-remainder-of-2022

IRS Publication 463 (2022), Travel, Entertainment, Gift, and Car Expenses,
https://www.irs.gov/publications/p463

Recordkeeping, https://www.irs.gov/taxtopics/tc305

IRS Publication 946 (2022), How to Depreciate Property, https://www.irs.gov/pub/irs-pdf/p946.pdf

Form 8995-A Qualified Business Income Deduction, https://www.irs.gov/pub/irs-pdf/f8995a.pdf

Self-Employment Tax (Social Security and Medicare Taxes), https://www.irs.gov/businesses/small-
businesses-self-employed/self-employment-tax-social-security-and-medicare-taxes

Instructions for Forms 1099-MISC and 1099-NEC, https://www.irs.gov/instructions/i1099mec

General Instructions for Forms W-2 and W-3, https://www.irs.gov/pub/irs-pdf/iw2w3.pdf
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Figure A-1 – Schedule C (Form 1040) – For Rover Sitters not eligible for a Form 1099-K

Include any other direct expenses in Schedule C,
Part II, lines 8, or 10-27(a). See section 7 for more
information on business expenses.

Include deductible automobile expenses under the
standard mileage or actual expenses method in
Schedule C, line 9. See section 8 for more
information on automobile expenses.
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Figure A-2 – Schedule C (Form 1040) – For Form 1099-K eligible Rover Sitters

Include the taxes and fees per your 1099-K
summary plus any other direct expenses in
Schedule C, Part II, lines 8, or 10-27(a). See
section 7 for more information on business
expenses.

Include deductible automobile expenses under
the standard mileage or actual expenses method
in Schedule C, line 9. See section 8 for more
information on automobile expenses.
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Figure B – Schedule SE (Form 1040)

Your net profit or Loss from Schedule C, line 31 should
flow here to line 2.

Self-employment tax, as calculated, will appear
on line 12. This amount then flows to Schedule
2, Part II, line 4 (see Figure C on next page).

This line 13 amount should show as a
deduction on Schedule 1, Part II – line 15.
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Figure C – Schedule 2 (Form 1040)

Your calculated self-employment tax on Schedule
SE from line 12 should flow to line 4.

Self-employment tax will
flow to Form 1040, line

17, along with other
taxes.

If you’re subject to Additional Medicare Tax, this
should get reported on line 11.
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Figure D – Form 1040-ES, Estimated Tax Worksheet

Lines 12a–c will help you determine
what your required annual payments
should be, based on your current and
prior year tax liabilities.

Total 2022 estimated tax to be paid is
reported on line 11c.

Your regular income tax due will be reported on
line 4 and will be based on your inputs on line 1
and 2a.

Report your self-employment tax (“SE”) on
line 9 (see instructions for Form 1040-ES
on how to calculate this).
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Figure E – 2022 Tax Rates for Individual Taxpayers

Single
Taxable Income Tax Rate
$0 to $10,275 10%
$10,276 to $41,775 $1,027.50 plus 12% of the amount over $10,275
$41,776 to $89,075 $4,807.50 plus 22% of the amount over $41,775
$89,076 to $170,050 $15,213.50 plus 24% of the amount over $89,075
$170,051 to $215,950 $34,647.50 plus 32% of the amount over $170,050
$215,951 to $539,900 $49,335.50 plus 35% of the amount over $215,950
$539,901 or more $162,718 plus 37% of the amount over $539,900

Married Filing Joint Returns and Surviving Spouses
Taxable Income Tax Rate
$0 to $20,550 10%
$20,551 to $83,550 $2,055 plus 12% of the amount over $20,550
$83,551 to $178,150 $9,615 plus 22% of the amount over $83,550
$178,151 to $340,100 $30,427 plus 24% of the amount over $178,150
$340,101 to $431,900 $69,295 plus 32% of the amount over $340,100
$431,901 to $647,850 $98,671 plus 35% of the amount over $431,900
$647,851 or more $174,253.50 plus 37% of the amount over $647,850
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Married Filing Separate Returns
Taxable Income Tax Rate
$0 to $10,275 10%
$10,276 to $41,775 $1,027.50 plus 12% of the amount over $10,275
$41,776 to $89,075 $4,807.50 plus 22% of the amount over $41,775
$89,076 to $170,050 $15,213.50 plus 24% of the amount over $89,075
$170,051 to $215,950 $34,647.50 plus 32% of the amount over $170,050
$215,951 to $323,925 $49,335.50 plus 35% of the amount over $215,950
$323,926 or more $87,126.75 plus 37% of the amount over $323,925

Head of Household
Taxable Income Tax Rate
$0 to $14,650 10%
$14,651 to $55,900 $1,465 plus 12% of the amount over $14,650
$55,901 to $89,050 $6,415 plus 22% of the amount over $55,900
$89,051 to $170,050 $13,708 plus 24% of the amount over $89,050
$170,051 to $215,950 $33,148 plus 32% of the amount over $170,050
$215,951 to $539,900 $47,836 plus 35% of the amount over $215,950
$539,901 or more $161,218.50 plus 37% of the amount over $539,900


