Taxing Times
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“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.
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Hiring Your Children for the Summer
The Job of Last Resort or Just Good Tax Planning?

When times were better, many students looking for summer employment and graduates looking
for permanent jobs thought of the family business only as a last resort. In today’s economy, however, the family business may be the only place for some kids to find work. But all is not lost. Employing your child may save you some taxes regardless of how your business is organized.
SPECIAL POINTS OF
INTEREST:


Call-in Times



Quotes



Father’s Day Trivia



Are your prepared for a
storm?



Referrals and much more

INSIDE THIS
ISSUE:

Income Shifting
Regardless of how a business is organized, the owners may be able to turn some of their highertaxed income into tax-free or low-taxed income by employing their children. In addition to
providing valuable work experience for your offspring, this arrangement can offer significant tax
savings to the business. As long as the work your children do is legitimate and you follow all the
rules and they receive reasonable wages, you can deduct their wages as a business expense and
shift the money to your child in a (presumably) lower tax bracket.
The total taxes for your family are cut even if John’s earnings exceed the standard deduction
amount. That’s because the unsheltered earnings will be taxed to him beginning at the 10% rate
instead of being taxed at your higher rate.
Example: You are in the 33% tax bracket and you hire your son, John, to help with your
business full time during the summer and part-time into the fall. John earns $6,300 during the
year and doesn’t work elsewhere during the year. If that $6,300 would have otherwise gone into
your pocket, then you saved $2,079 (33% of $6,300) in income taxes at no cost to your son, who
can use his $6,300 standard deduction for 2015 to completely shelter his earnings.
Continued on page 2 
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Are You Crossing the Entrepreneur Minefield?
Bryan Martin had always dreamed of owning his own business, but, according to a Time.com article, it wasn’t until insurance giant Zurich shuttered their regional Indianapolis office where he
worked that he decided to strike out on his own.
“It’s the scariest thing I’ve ever done,” the article quoted Martin, who had just
turned 51 and has a wife and 13-year old twins. “Right now, I’m just worried about
financially making all this work.”
Are you out there with Martin? Has the rising unemployment rate sent you into the entrepreneur
minefield? Are you crawling along like a soldier, poking the ground with a stick, trying to find,
identify, and avoid the tax mines just to pay your mortgage and put food on the table? A growing
number of the nation’s jobless are doing just that.
But as the ranks of brand new entrepreneurs swells so is the likelihood of errors and even, dare I
say it—IRS audits! The IRS audits individual returns with Schedule C income at twice the rate of
those without. Since the IRS’ Tax Gap analysis identifies underreporting of business income as a
$109 billion problem, accounting for more than half of the total underreporting by individuals, the
chances of those audits increasing are pretty good.
Many new entrepreneurs, strapped for cash, try to cut corners and make the rookie mistake of forgoing the use of accountants and attorneys and picking up TurboTax ® to handle their taxes on
their own.
Continued on page 3 
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Hiring Your Children
- continued from page 1

An added bonus
If your business is an unincorporated sole proprietorship or a partnership consisting of only you and your
spouse and your son or daughter is under age 18, you
don’t have to pay Social Security or Medicare taxes
on the wages you pay. Since the income earned by
John is earned income it isn’t subject to the Kiddie
Tax. Just be sure to file W-2 forms and other necessary tax forms for John.
Example: Take the information from the previous
example and let’s say you usually take home
$120,000 from your sole proprietorship. Now, in
addition to the previous income tax savings, you
save $153 (the 2.9% HI portion of the $6,300) because your self-employment income is reduced and
John saves $482 (.0765 x $6,300) in employee FICA just because he worked for you instead of someone else.

TIMES

If for some reason you don’t have these safeguard procedures in place when the next disaster hits our area, the
IRS can be of some help. Upon a taxpayer’s request, the
IRS can provide you with the previously filed tax returns
and filed forms such as W-2s, 1099s, etc. 
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FATHER’S DAY TRIVIA


A.A. Milne created Winnie the Pooh for his son, Christopher
Robin. Pooh was based on Robin's teddy bear, Edward, a gift
Christopher had received for his first birthday, and on their
father/son visits to the London Zoo, where the bear named
Winnie was Christopher's favorite. Pooh comes from the name
of Christopher's pet swan (of course).



In the underwater world of the seahorse, it's the male that gets
to carry the eggs and birth the babies.



Roses are the official flower for Father's Day. A red rose is
worn in the lapel if your father is

 Create an electronic back up of your records.
 These records should include bank state-

ments, tax returns, insurance policies, and so
much more. You should store this electronic
copy in a different place than the original
documents.
 Document/inventory your valuables.
 The best way to document your valuables is
by taking pictures or video of the items in
your home.
 Update your emergency plans.
 These should be reviewed and updated once a
year and related parties should be notified of
any changes or updates.

7,

This month’s special Member-Only call-in
times for Lindsey’s Insider’s Circle will be
6/29/15 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!

Let’s Be Prepared
While the 2015 hurricane season is predicted
to be below historical averages, it is still wise
to be prepared when safeguarding our tax
documents and records. You should complete the following before it’s too late.

VOLUME

living, a white rose if he is deceased.


Martin Luther King, Jr., was originally named Michael, like his father. When Jr. was 5, dad
changed both their names to Martin.



It has been claimed by Hallmark, the renowned greeting card
maker, that Father's Day makes up the fifth-largest cardsending holiday in the world



There are 1.5bn fathers worldwide.



Father’s Day is the busiest day of the year for collect phone
calls.

“Define your future by your dreams and not by your memories.
By your hopes and not by your fears. Dream a big dream, make
it a memory of the future, and expect a miracle!”
“Indecision and delays are the parents of failure.”
- Joe Tye
-George Canning, British statesman & politician

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.
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Are You Crossing the Entrepreneur Minefield? - continued from page 1
The Internal Revenue Code is fraught with obstacles and the wide-eyed rookie is unlikely to recognize the danger signs. “My
neighbor told me I could do this,” won’t stand up against the glare of an IRS examiner. Many budding business owners hear
about the generous tax benefits for business expenses from travel and entertainment to the holy grail of tax deductions, the
home office. But most have no clue what is allowed and what will send up a red flag. There are many misconceptions about the
tax laws and the wrong decision can turn dreams into nightmares.
The sheer magnitude of available tax breaks causes problems for many rookies. When you’re a self-employed small business
owner, nearly everything looks like it should be deductible. After all, many feel they don’t do anything that isn’t business related.
But the pearly-gate vision of deducting everything leads many an entrepreneur to forget the rules of mine clearing and wander
off course into profit-bleeding blunders. Some of the most common mistakes include poor record-keeping, questionable tax deductions, putting expenses on the wrong tax form or line and failing to pay quarterly estimates to Uncle Sam.
It’s critical that businesses maintain books, records, separate bank accounts and credit cards from their owners. In the event of
an audit, people often lose, not because they were trying to get by with something, but because of poor records. When a taxpayer can’t produce records to match the tax return, the auditor smells blood. They have spotted a weakened wildebeest separated
from the herd and they are going in for the kill.
Make no mistake, it will be painful.
But it doesn’t have to happen. With the proper records and the right advisor you can successfully chart a course across the tax
minefield and come out unscathed.
If you’ve entered the minefield, or are thinking of entering it, remember, our experience can help you identify the obstacles,
spot the dangers and chart a successful crossing. 

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.

Managing
Expectations

One year before he was old
enough to be in school, CariBelow, you’ll find a list of areas in which we know very credible, ethical and outstand- ta and I took our grandson,
Jack, to Disney World in
ing professionals. If you’re looking for a professional in a specific area we’ve listed,
May. I returned needing a
please feel free to contact us. We will be glad to put you in touch with the people we
vacation from my vacation,
know who provide these services.
and promised I wouldn’t do
Dance Instructor
that again. Not that it wasn’t
Home Insulation
a great time, it was. I was
Pest Control
just pooped. I learned that
Financial Advisor
what I wanted in a post-tax
season getaway was not conBarber
stant activity, but some slow
Landscaping
down time.
Realtor
Chiropractor
That’s just one of the reaMassage Therapist
sons Carita and I enjoy
Auto /Home /Life Insurance
cruising so much. You can
Dentist
choose to be busy or choose
Land Surveyor
to take it easy. This last
Veterinarian
cruise, on the Carnival
Printer
Dream, was a combination of
Mortgage Broker
after tax season
Attorney
Plumber
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Five Facts About Summertime Child Care Expenses
Many parents who work, or are looking for work, must arrange for care of their children under 13 years of age during the
school vacation.
Here are five facts you should know about a tax credit available for child care expenses. The Child and Dependent Care
Credit is available for expenses incurred during the lazy hazy days of summer and throughout the rest of the year.
 The cost of day camp can count as an expense towards the child and dependent care credit.
 Expenses for overnight camps do not qualify.
 If your childcare provider is a sitter at your home or a daycare facility outside your home,
you’ll get some tax benefit if you qualify for the credit.
 The actual credit can be as much as 35 percent of your qualifying expenses, depending
on your income.
 You may use up to $3,000 of the unreimbursed expenses paid in a year for one qualifying individual or $6,000 for two or more qualifying individuals to figure the credit.
The credit may also be available for your spouse or dependent over age 13 who is not able
to care for himself/herself. 

Managing Expectations—continued from page 3
getaway and Christmas present to my daughter and her family.
Jack, 9, Tyler, 7, and Abby Kate, 3, can’t stand to be still. Let’s go. Let’s make
some friends. Let’s play some games. Let’s play mini golf. Whatever. But sitting
and reading a book is for school, not vacation.
But I think maybe Jack might have figured it out. One evening when we were
getting ready for dinner, he asked: “Is all you want to do is relax?”
“Yes, Jack. Yes.” 

Pictured right:
Richard and Carita relaxing in front of the Carnival Dream.

