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Massachusetts Department of Revenue Child Support 
Services 
Alternative Income Project

• Traditional quarterly wage income is not telling the whole story
• Non-traditional income is becoming more and more prevalent 
• New hire reporting of independent contractors helps but not 

everyone understands/aware of requirement
• Self-reported income (i.e. filing a tax return) also helps but only 

when a return is filed …. And many individuals with non-wage 
income do not file/self-report

Issue:  CSS had an incomplete income profile of parents who owe support 
which was impacting our ability to effectively collect child support and 
accurately establish and modify child support orders.
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Massachusetts Department of Revenue Child Support 
Services 
Alternative Income Project

• CSS obtained income for Tax Years 2020-2024.  This includes:
• 1099-B, 1099-DIV, 1099-G, 1099-INT, 1099-K, 1099-MISC, 1099-NEC, 

1099-R and 1099-S
• W2 and W2G
• MA State Tax Return and all associated schedule

Goal of the Project: Leverage state tax data to increase collections and to 
have accurate information to use when establishing/modifying orders
 
• State statutes  (M.G.L. c. 119A. § 14(b) and M.G.L. c. 62C) in place that require 

state reporting of 1099 income and providing access to any state tax 
information to CSS  
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Massachusetts Department of Revenue Child Support 
Services 
Alternative Income Project
For Tax Year 2024:

• Over 50% of parents who had no reported traditional wage 
income known to CSS had income reported through tax data.

• 90% of that income was 1099 income.

• In our initial sampling of data of non-paying parents with 
1099 income – over 80% had not filed a state tax return for 
the year that they had reported 1099 income, and many 
had not filed tax returns for several years prior.
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Massachusetts Department of Revenue Child Support 
Services 
Alternative Income Project
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Massachusetts Department of Revenue Child Support 
Services 
Alternative Income Project
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Massachusetts Department of Revenue Child Support 
Services 
Alternative Income Project
We Know…
An important part of the project is the outreach to the parent 
and letting them know, we know about their income.
Developed talking points and a new contact letter that staff can 
send a  parent:

The Child Support Services Division of the Department of Revenue (DOR) is 
providing services in your child support case. We have information that 
you had income, including ___[amount]___from ____[company]___ in 
__[year]_, yet you are not currently paying your child support order and 
owe significant arrears.
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• With 1099-NEC data now in hand, CSS piloted an approach 
utilizing both an IWO and an income levy.

Massachusetts Department of Revenue Child Support 
Services 
Alternative Income Project
Independent Contractors (1099-NEC)
The definition of employees under MA law includes services provided as an 
independent contractor and independent contractors are required to be included in 
New Hire reporting. 

IC Law in place for several years but difficult to assess compliance
• Reliance on New Hire Reporting but not all were reporting 

independent contractors and CSS didn’t have any way to identify 
those who weren’t 

• Payors of independent contractors are reporting 1099-NEC 
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Massachusetts Department of Revenue Child Support 
Services 
Alternative Income Project
For parents who had income reported as an independent contractor:
• Send an income withholding notice and attempt to follow up with 

the payer of income;
• If not successful, send the payer of income an income levy with the 

following language:

The levy shall remain in effect until the obligor’s child support arrears are 
paid in full or DOR issues a release of levy. M.G.L. c. 119A, § 6 (b)(5). If you 
fail or refuse to surrender any property subject to this levy, you will be liable 
in a sum equal to the amount not surrendered, together with costs and 
interest. M.G.L. c. 119A, § 6(b)(7). 
Please contact me at [tel # ] if you have any questions or if you make 
regular, periodic payments (i.e. weekly, biweekly, monthly) so that DOR can 
determine if an Income Withholding Order is more appropriate. 11



Massachusetts Department of Revenue Child Support 
Services 
Alternative Income Project
Independent Contractors (1099-NEC) – What We Have Seen/Challenges
• Lot of work/education with the payors of independent contractors

• Initial response is often “not an employee”
• Lack of understanding about their obligation for non-employees
• Where to send the IWO for independent contractors, often not the same as where 

you send the IWO for employees 

• System challenges
• Not distinguishing between an employee and an independent 

contractor 
• IWOs generate to one central location

• Payees with inconsistent, sporadic earnings
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Massachusetts Department of Revenue Child Support 
Services 
Alternative Income Project
Uber & Lyft

• Reporting via a 1099-K but CSS is treating them as if they are reporting via a 
1099-NEC
• Current focus is on ensuring they honor IWOs not necessarily reporting under New 

Hire

Uber
• Honoring IWOs when 

the IWO gets to the 
right place

• Manual IWOs being 
sent

Lyft
• Significant engagement to get them to 

honor IWOs
• Identified the right place to send the 

IWO.
• Began complying but still need to 

streamline process.

DoorDash
• Agreed to implement 

IWOs for contractors 
same as employees 
through eIWO
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Massachusetts Department of Revenue Child Support 
Services 
Alternative Income Project
1099-K  
• Utilizing income levy
• Identified a small number of entities to target to start - online marketplaces
• Major challenge to figure out who to contact and where to send the income levy

eBay
• Sent income levies on a small number of 

cases
• First response - “not an employee”
• Found a legal department that handles 

non-wage garnishments & they agreed 
to place a hold on the user accounts

• Provided contact information to follow-
up and to send levies going forward

• We’ve seen people close eBay store – 
switch to another platform like Etsy

Amazon
• Sent income levies on a small number 

of cases
• First response - “not an employee”
• After getting no response from payroll, 

found a tax compliance officer that 
indicated they would forward levies to 
the appropriate team

• Still following up!
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Massachusetts Department of Revenue Child Support 
Services 
Alternative Income Project
Next up:

• Third-party payment processors – Block/Square, PayPal, Venmo, 
    CashApp, etc.

• Focus on securities for levy/liquidation -- 1099-B and 1099-DIV 

 Success Example: Robinhood Markets, Inc. (1099-B) is   
 complying with levies on investment income

• Utilizing data for establishment and modification actions
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Massachusetts Department of Revenue Child Support 
Services 
Alternative Income Project
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Massachusetts Department of Revenue Child Support 
Services 
Alternative Income Project
Results thus far:

• 3,670 parents who owe support but were not complying with their obligation 
(most had $0 payment in the six months prior) were identified for contact.

• Almost half have made at least one payment since being associated with the 
project.

• $7.3M collected in total ($6.2M through income withholding or direct payment 
from the parent).

• $6.2M paid voluntarily and $1.1M through enforcement.

• 49% of collections through income withholding and 36% from the parent directly.
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The Challenge of Self-Employed NCPs

• No traditional paycheck or paystubs

• Income is often irregular or underreported

• Expenses reduce taxable income – but not actual income

• Lifestyle may not match reported earnings

19



Who is Considered Self-Employed?
• Sole proprietors

• Independent contractors

• Freelancers

• Gig workers (rideshare drivers, delivery drivers, tutors, home cleaners, Shipt, Instacart, Uber, Lyft)

• Partnerships and S-Corp owners
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IRS vs. Child Support: Competing Definitions

• IRS:  “Ordinary and necessary” expenses allowed

• Child Support: Real financial capacity - cash flow & ability to pay

o Some IRS deductions disallowed in support cases

o Courts may reject non-cash or inflated expenses
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Schedule C
• Used by self-employed individuals
• Reports gross income and deductible expenses
• Determines net income or loss
• Filed with IRS Form 1040
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Schedule C – Breaking Down Part I and Part II

Part I – Business Income
• Line 1: Gross receipts/sales
• Line 4: Returns and allowances
• Line 7: Gross income (Line 1 minus Line 4)

Part II – Business Expenses
• 20+ expense categories
• Examples:

o Advertising
o Car/truck expenses
o Contract labor
o Supplies
o Utilities

• Line 31: Net profit (Line 7 minus Line 30)
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USE OF HOME COST OF GOODS SOLD

VEHICLE EXPENSES OTHER EXPENSES

24



Use of Home

• Must be exclusive and regular use

• Primary business location or client meeting site

• Two methods:
o Actual Expense Method
o Simplified Method ($5/sq. ft., max $1,500)

Often misused by gig workers

25



Cost of Goods Sold (COGS)

• Applies to product-based businesses
• Includes:

o Raw materials
o Wholesale inventory
o Direct labor for production

• Inflated COGS = underreported income

Not valid for service-based work

26



Vehicle Expense Deductions

• Two methods:
o Standard Mileage ($0.67/mile in 2024)
o Actual Expense (fuel, repairs, insurance, etc.)

• Must track:
o Business vs. personal use
o Mileage logs

 Red flags: 90-100% “business use,” no log, luxury cars
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Other Expenses – The Catch-All Line

• Often used to hide personal spending
• Common entries:

o Cell phone & internet
o Meals & entertainment
o Gifts, software, business subscriptions

Red flags: vague labels, large totals, no receipts, payments to family or shell 
companies
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Comparison of Deductions
Tax vs. Child Support

Expense IRS Deductible? Allowed for Child Support?

Cost of Goods Sold (COGS) Yes Generally Allowed

Depreciation & Amortization Yes Depends on Jurisdiction

Business Meals 50% Deductible Usually Disallowed

Travel Expenses Deductible Scrutinized for Necessity

Home Office Deduction Deductible Often Disallowed

Employee Wages Deductible Allowed if Legitimate

Vehicle Expenses Deductible Partially Allowed Personal v. Business Use

Health Insurance Premiums Deductible (Not as Business Expense)
Disallowed for the owner and family members but 
may be allowed for other employees

Retirement Contributions Deductible Depends on the state

Loan Interest Deductible
Scrutinized to ensure business related, Principal Not 
Deductible

Professional Fees Deductible Allowed if Business-Related

29



Depreciation
Arguing Against Depreciation In Setting Child Support

• Non-cash expense – doesn’t impact cash flow

• Can be manipulated to lower taxable income

• Setting support focuses on ability to pay

Courts often disallow it

• Exceptions:  assets-heavy businesses like farming/manufacturing; capital-
intensive businesses
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Tax Return Manipulation – Lifestyle Mismatch
Lifestyle vs. Reported Income

• Claimed business losses + luxury lifestyle

• Credit card balances don’t match income

• Deductions unrelated to business type

Personal expenses disguised as business costs
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Tax Return Manipulation – K-1 & SE Tax
K-1s, SE Tax, and Corporate Tricks

• 1120 (C-Corp), 1120S (S-Corp), 1065 (Partnerships) – issue Schedule K-1

• Schedule K-1: Profits & distributions – shows owner’s actual income

Watch for:
o High distributions, low wages
o No SE tax reported despite profit
o Retained earnings not paid out
o Shareholder loans

Owner may be underpaying self to avoid support
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Gig Economy and Child Support
Gig Workers and Self-Employment

• App-based, freelance, and side hustle income
• Common platforms: Uber, Lyft, Door Dash, Instacart, Upwork, Etsy, Amazon, 

Airbnb
• Often classified as independent contractors
• Income reported via 1099-NEC or 1099-K
• No taxes withheld – creates underreporting risk
• May not use traditional bookkeeping or file Schedule C 
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Gig Economy and Child Support

Form 1099-NEC and 1099-K

• 1099-NEC = Nonemployee Compensation (formerly reported on 1099-MISC)
o Nonemployee compensation totals $600 or more in a year

Ø Fees, benefits, commissions, prizes, and awards for services 
performed

Ø Freelance and gig workers (Uber, Lyft, Instacart)
o Received by January 31st each year
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Gig Economy and Child Support

Form 1099-NEC and 1099-K

• 1099-K = Payment card and Third-Party Network Transactions
o Card payments/transactions from online platforms, apps, or payment card 

processors totals $2500 or more in a year for 2025 (2024 = over $5000; 
2026 on = $600)
Ø Independent contractors report this income on Schedule C (Form 

1040), Line 1
Ø Etsy, eBay, Poshmark, PayPal, or Venmo

• Received by January 31st each year
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Gig Economy and Child Support
Common Expenses Claimed by Gig Workers

• Vehicle Expenses
o Gas, oil, maintenance
o Insurance and registration fees
o Car washes
o Parking and tolls
o Depreciation or lease payments

Red Flags:
Ø 100% business use (rarely true)
Ø No mileage log
Ø Luxury vehicle claims for a budget gig 
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Gig Economy and Child Support
Common Expenses Claimed by Gig Workers

• Phone and Internet
o Cell phone plans
o Internet bills (home or mobile)
o Portion claimed should match business use

Red flags:
Ø 100% personal phone claimed as business
Ø No documentation showing business use

• Supplies and Equipment
o Delivery bags, food storage, portable phone charges
o Office supplies (if applicable)
o Electronics used for business (laptops, phones)

Red flags:
Ø Duplicate deductions in “other expenses” or utilities
Ø Large tech purchases for low-revenue business 37



Gig Economy and Child Support
Common Expenses Claimed by Gig Workers

• Vehicle Expenses
o Gas, oil, maintenance
o Insurance and registration fees
o Car washes
o Parking and tolls
o Depreciation or lease payments

Red Flags:
Ø 100% business use (rarely true)
Ø No mileage log
Ø Luxury vehicle claims for a budget gig 
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Gig Economy and Child Support
Common Expenses Claimed by Gig Workers

• Travel and Meals
o Food while driving/delivering
o Travel for multi-platform gigs or side businesses

Red Flags:
Ø Meals deducted without client interaction
Ø Trips that appear personal (e.g., vacations)

• Home Office (sometimes)
o Only if they have a dedicated space used exclusively for gig work admin

Most drivers/dashers should not claim this unless they also run a side 
business from home 
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Gig Economy and Child Support

Gig Workers and Self-Employment

• Expected Expenses:
o Platform fees & service charges (Uber/Lyft commissions; Instacart or 

DoorDash fees; Etsy/Ebay/Amazon listing-seller fees; Airbnb platform or 
cleaning fees)

o Repairs and Maintenance (car repair and upkeep; bicycle or scooter repair)

o License and Registration (business license (state/local); vehicle inspections 
required by the platform)

o Bank fees and processing (PayPal, Stripe, Venmo fees for payments; ATM or 
account maintenance fees)
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Gig Economy and Child Support

What You Should Ask For:

• 1099-NEC or 1099-K forms
• Schedule C (Profit or Loss from Business)
• Mileage logs (for vehicle deductions)
• Platform-generated earnings report
• Receipts for claimed expenses
• Bank records or app screenshots (especially for unreported income)
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When No Taxes Are Filed

No Tax Return? Now What?

• Request alternate proof:
o Bank records
o Loan applications
o Credit card statements
o Payment apps (Venmo, CashApp, Paypal)
o Invoices and contracts

• Look for unreported income and spending patterns
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Self-employment can turn income 
determination into a guessing 
game      —
but courts don’t have to guess.

These next few slides show how to 
fact-check earnings, identify 
voluntary underemployment, and 
build fair imputation decisions 
rooted in objective economic 
evidence using tools provided 
from the United States 
Department of labor

Mitchell Broudy
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US Department of Labor Tools

• Wages 
• O*NET
• Foreign Labor Application 

Gateway – Wage Search

• Job Availability
• CareerOneStop – Job Listings
• Local Unemployment Rate
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Foreign Labor Application Gateway
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https://flag.dol.gov/wage-data/wage-search


O*NET Online

46

https://www.onetonline.org/


O*NET Online
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https://www.onetonline.org/


Comparison: O*NET v. OFLC Wage Search
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CareerOneStop
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https://www.careeronestop.org/


Local Unemployment Rate
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https://data.bls.gov/PDQWeb/la

