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CERTIFIED PUBLIC ACCOUNTANTS 

“You see the numbers, we look for the opportunities.” 

Dedicated to helping our clients keep the money that belongs to them through a focus on tax. 

A “Dangerous” Financial Strategy That Isn’t So Dangerous 
As a general rule, most debt isn't helpful to you. In fact, I could probably state that more clearly: 
debt can be a massive load on your financial future. 
 
And, of course, that is especially true of student loans. 
 
Now, much can be written about the explosion of student loan debt over the last decade (and 
has), but today I wanted to posit an idea to you if you carry these kinds of loans. It's perhaps a 
"dangerous" idea, but it is the kind of financial thinking that, when followed, can build habits of 
wise investment and careful risk-taking that often mark a wealthy, successful life. 
 
The media is certainly good for this: bringing awareness to the rising, crushing wave of student 
debt. In fact, the average student in the Class of 2016 has $37,172 in student loan debt. And while 
this is a big number, it doesn't have to cripple your financial future. 
 
In fact, some students may be better off not taking their parents' advice on how to get out of debt. 
Because unlike many other forms of debt, student loans are usually best when paid as slowly 
as possible.       Continued on page 3  

What You Need to Know About Sales Taxes After Wayfair® 
Six years before Google was founded, the U.S. Supreme Court, in Quill Corp. v. North Dakota, ruled 

that a company had an obligation to collect and remit sales taxes to a state if it had a physical pres-

ence in that state, referred to as nexus. Physical presence was generally created wherever a compa-

ny had employees, salespeople, made deliveries, or stored inventory. When a brick-and-mortar 

store sells to a customer, sales taxes are a given in the 45 states that impose a sales tax.  

 

What the court couldn’t envision was a world in which a large, and growing, portion of retail sales 

would involve clicks and delivery vans instead of malls and storekeepers. According to the U.S. 

Department of Commerce, on-line sales now exceed ten percent of retail sales. 

 

As e-commerce grew, the coffers of states relying on sales taxes suffered. 

 

Keenly aware of the millions of dollars lost, state governments have scrambled to update their tax 

laws to force online retailers to collect and remit sales taxes. Many states, including South Dakota, 

expanded their nexus definition to include economic nexus. The theory is that if you sell enough 

stuff to consumers or businesses in our state, you have economic nexus. 

 

On June 21, 2018, the U.S. Supreme Court handed down a decision in South Dakota v. Wayfair et al., 

which said it agreed. The ruling, however, doesn’t mean you necessarily need to collect sales taxes 

on every order you ship.  

 

The court’s ruling is clear that the state won, in part, because its law took steps to lessen the burden 

on small(er) businesses. South Dakota’s law exempts e-commerce businesses that have sales less 

than $100,000 worth of products and ship fewer than 200 orders into the state. 

        Continued on page 2  

https://www.census.gov/retail/mrts/www/data/pdf/ec_current.pdf
https://www.census.gov/retail/mrts/www/data/pdf/ec_current.pdf
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If and only to the extent that this publication contains contributions from tax professionals who are subject to the rules of professional conduct set forth in Circular 230, as promulgated by 
the United States Department of the Treasury, the publisher, on behalf, of those contributors, hereby states that any U.S. federal tax advice that is contained in such contributions was not 
intended or written to be used by any taxpayer for the purpose of avoiding penalties that may be imposed on the taxpayer by the Internal Revenue Service, and it cannot be used by any 
taxpayer for such purposes. 

Many states and local jurisdictions are jumping on the band wag-

on. The landscape of internet sales taxes is complex. There are 

differing sales and order levels for the exemption. There are, of 

course, also differences in what items are subject to sales taxes. 

There is no easy button for knowing when and how much sales 

tax to collect in the more than 10,000 taxing jurisdictions in the 

United States. 

 

Fortunately, you don’t 

have to figure it out on 

your own. There are 

apps such as Fast Sales 

Tax, Taxjar, and Avalar 

which specialize in 

helping small busi-

nesses manage their 

sales tax liabilities. 

QuickBooks offers sales tax rate calculations and online filing 

assistance. Your fulfillment provider may also be a source for 

sales tax compliance assistance.  

A Cabbie and a Nun 

A Full Ride Might Not Be Free 
In many, if not most, college scholarships are not tax-
able. However, when they are, the income is subject to 
the “kiddie tax” rules, the kiddie tax taxes unearned 
income at estate and trust tax rates, which can 
reach 37% fairly quickly. 

 
Scholarships are excluded from gross income if they 
are used for qualified tuition and related expenses, 
have not been earmarked for other purposes, and go to 
a student who is seeking a degree at a qualified educa-
tional institution. Qualified expenses include: required 
tuition, fees, books, supplies, and equipment. Notably 
absent from that list is room and board. Any scholar-
ship or grant that is used for room and board or any-
thing else that is not a qualified expense, is taxable. 
 
As of 2018, the kiddie tax applies to anyone who is: 
1. A child 

a. Under the age of 18; 
b. 18 and has earned income that is less than 

half the person’s own support; or 
c. 19 to 23, a full-time student, and has earned 

income that is less than half the person’s 
own support. 

2. Has at least one living parent; and 
3. Is not married and filing a joint return with the 

spouse. 
 
Although scholarships may be considered income that 
is taxable to the child, they do not count toward the 
child’s own support when determining if the child is 
subject to the kiddie tax. 
 

When a child qualifies for the kiddie tax, Form 8915 
may need to be completed to calculate the tax owed. If 
the child has unearned income greater than two times 
the reduced standard deduction ($2,100 in 2018), then 

the first $1,050 of unearned income is offset by stand-
ard deduction and is not taxed. The second $1,050 is 
taxed at the child’s tax rate. Income above $2,100 is 
taxed at the modified estate and trust rates. 
 
A student who receives enough in scholarship money to 
go to school for free may be on the hook for more than 
she expected. Her belief that she is receiving a free ed-
ucation may be short-lived when she is confronted 
with a tax bill due to a scholarship and has no money 
to pay it. She may be forced to take a job to pay the 
taxes. 
 
Students who find themselves in that situation should 
consider if there are additional qualifying expenses, 
other than those reported on Form 1098-T issued by the 
educational institution. To be allowable, the expenses 
must be required of all students in the course and can-
not be considered incidental expenses. 
 
A required textbook would qualify, but one listed as 
optional on the syllabus would not. Required equip-
ment would qualify, but anything associated with 
room and board would not. 
 
Every fall, students set off to attend colleges and 
universities of their choice across the county. Receiv-
ing scholarships to help pay for school will take a bite 
out of the rising cost of higher education. While most 
scholarships are not taxable, students and parents 
need to be aware of situations where scholarships 
might be considered taxable income to the student.  

What You Need to Know About Sales 

Taxes After Wayfair® - continued from page 1 

Wayfair, you’ve got just what I need... 

A cabbie picks up a nun. She gets into the cab, and the cab 

driver won’t stop staring at her. 

She asks him why he is staring, and he replies, “I have a ques-

tion to ask you, but I don’t want to offend you.” 

She answers, “My dear son, you cannot offend me. When you’re 

as old as I am and have been a nun as long as I have, you get a 

chance to see and hear just about everything. I’m sure 

that there’s nothing you could say or ask that I would find of-

fensive.” 

“Well, I’ve always had a fantasy to have a nun kiss me.” 

She responds, “Well, let’s see what we can do about that: #1- 

you have to be single; and #2- you must be Catholic.” 

The cab driver is very excited and says, “Yes, I am single and 

I’m Catholic too!” 

The nun says, “OK, pull into the next alley.” 

He does and the nun fulfills his fantasy. 

But when they get back on the road, the cab driver starts cry-

ing. “My dear child, said the nun, why are you crying?” 

“Forgive me sister, but I have sinned. I lied. I must confess, I’m 

married and I’m Jewish.” 

The nun says, “That’s OK, I’m on my way to a Halloween party 

and my outfit is just an old habit.” 

https://tax.thomsonreuters.com/en/onesource/indirect-tax/rates
https://tax.thomsonreuters.com/en/onesource/indirect-tax/rates
https://www.taxjar.com/
https://www.avalara.com/simplify/en/avatax/avalara-brand.html?CampaignID=7010b000000eP0wAAE&st-t=all_visitors&utm_source=bing&utm_medium=cpc&utm_campaign=1-Brand-EXACT&utm_term=avalara%20sales%20tax&lso=Paid%20Digital&lsmr=Paid%20Digital&s_kwcid=AL!5131!10!79
https://quickbooks.intuit.com/oa/sales-tax/?cid=ppc_YB_e_US_.QB_US_BNG_Brand_Sales+Tax_Exact_Search_Desktop._quickbooks%20taxes_txt&msclkid=349780e8af301a10bc31dd6c52f66991&gclid=CMjZjdvo3-QCFU96gQodS2AGpA&gclsrc=ds
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Yes, as I said previously, almost all debt is bad. But, there are two areas in which this general rule is not as hard-and-fast: home mort-
gages and student loans. Wise financial stewards can, in fact, use these types of debt to their advantage. 
 
Graduated students are often told that they need to discharge their student loan debts as early as possible so that they can start build-
ing real wealth. Make extra payments, and the process accelerates. So, is that always the best strategy? 
 
Well, it depends. You see, if you're careful, you can take advantage of a financial principle that can help you make later financial de-
cisions: "the spread". 
 
The lower the rate of interest on your loan and the higher the average market return (as now, when the market is, in fact providing 
excellent returns), the more it makes sense to invest your extra dollars instead of paying down on your loan. The difference between a 
debt and investment rate is known as the "spread." For example, if market rate of return is 11% and the interest on your student loan 
is 4%, then, the "spread" is 7% (11% minus 4%). 
 
Let's look at this in the real world. Madison and Tim each have $20,000 in student loans which are to be paid over 10 years at 4% 
interest. Tim pays his monthly payments of $202 plus an extra payment of $100, so he can clear that debt ASAP. Which, because he 
makes those extra payments, he's out of debt in six years, instead of ten. No more debt now, and Tim actually invests the full $302 
per month that he had been putting towards his debt. Ten years after graduating, Tim has paid off his school debt and his invest-
ments have grown to $16,728. 
 
Madison does it differently. Instead of paying extra on her loans, Madison pays only the minimum amount of $202. And now, she 
ALSO puts $100 per month (that she could have used to make extra payments) and she wisely invests it. She does this for ten years. 
But, when you look at the math, her investments have grown to $21,700, beating Tim's return by $4,972. 
 
I've written before about "the time value of money", and this is a sterling example. That's because, in Madison's case, instead of mak-
ing extra payments as Tim did, she invested her money for a longer period of time. Tim's four years of investment (even with a 
larger sum), can't beat Madison's TEN years of (smaller) investments, because she harnessed the power of compounding interest. 
 
Oh, and there is one additional reason students might consider this: Student loan interest, like home mortgage interest, is still tax 
deductible (which, of course, you KNOW I love). Even under the new tax law, there is a tax deduction of up to $2,500 for student 
loan interest (as long as you meet some basic requirements). The tax code is, in effect, helping to subsidize the cost of your loan. The 
faster you pay down principle, the faster you lose your tax deduction, which is one more reason that paying just the minimum may be 
the best option for some. And, with the savings from your tax deduction, you have more money to invest at higher rates of return. 
 
So, yes, this is a "dangerous" strategy. And you should look at the numbers for YOUR situation. The smaller the spread between your 
loan interest rate and the average market return, the less appealing this strategy becomes. 
 
Plus, there are other important cases to be made, of course, for working to be debt-free as quickly as possible, especially from a mental 
standpoint. 
 
Here's the critical component of this strategy: you must save and invest your money. If you don't invest the extra money (and you 
simply spend it), you would have obviously been better off putting your extra dollars toward the repayment of your loan. 
 
So, consider this carefully. Research your loans, your rates. Make sure you have an emergency fund, don't get saddled by credit card 
debt, and make sure you are handling other financial basics. 
 
But remember: one of the greatest strategies to building wealth is TIME. Start investing as early as possible, do it smart ... and 
don't get scared by "conventional wisdom".  

A “Dangerous” Financial Strategy That Isn’t So Dangerous—continued from page 1 
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Pursuit of Justice by Brian Shea 
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President Elect by Jack Mars 

Where Was ”There?”: Re-exploring the biblical history of Jerusalem by David B. Carpenter 

What I’m Reading... 
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This month’s special  
Member-Only call-in times for  

Lindsey’s Insider’s Circle will be 
10/21/19 from 2:00 to 4:00 pm.  

 
To schedule your appointment,  

contact Kristen at (251) 633-4070.  
 

Not a member yet?  
Find out how to become one TODAY! 

Looking for Someone  
You Can Rely On? 

We really believe in the process of  
referrals, so part of the service we  

provide is to be sure to refer our clients 
and associates to other qualified  

businesspeople in the community. 
 

Below, you’ll find a list of areas in 
which we know very credible, ethical, 

and outstanding professionals. If 
you’re looking for a professional in a 
specific area we’ve listed, please feel 
free to contact us. We will be glad to 
put you in touch with the people we 

know who provide these services. 

 Cell Phone Repair 

 Air Conditioning Repair 

 Veterinarian 

 Printer 

 Electrician 

 Promotional Products 

 Mortgage Broker 

 Attorney 

 Cultured Marble 

 Home Inspector 

 Business Coach 

 Identity Theft Protection 

 Realtor 

 Banker 

 Auto /Home / Life Insurance 

 Custom Monogramming 

 Supplemental Benefits 

 Senior Relocation 

Halloween Humor 
Q. What is a witch’s favorite subject in school? 
A. Spelling! 
 
Q. When does a skeleton laugh? 
A. When something tickles his funny bone. 
 
Q. What do you call a dog owned by Dracula? 
A. A blood hound. 
 
Q. What do you call serious rocks? 
A. Grave stones. 

United States Navy Day is  
October 27. 


