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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Four Financial Mistakes Sinking Your Business
These mistakes are common enough that most experienced accountants could fix many of them in
their sleep (well, that's not *exactly* true). And, sadly, they're usually created by either inexperience on the part of the bookkeeper involved, OR by lack of communication from the business owner.
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Either way, here are common accounting mistakes, all of which we can help you clean up.
1. Expense Tracking (or the lack thereof)
Too many business owners pay for expenses out of their own personal funds. And it's no surprise
that they often don't keep accurate records of these expenses as a result. This very much needs to
change if that's you.
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If you're facing financial or accounting issues, rather than blaming your bookkeeper, perhaps you
need to look no further than the mirror!
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Here's why: the IRS vehemently frowns at the co-mingling of business and personal funds, and the
best way to protect yourself in the event of an IRS audit is to avoid doing it in the first place.
That aside, you need to maintain effective communication between your bookkeeper and the rest of
your team, be it yourself, or other staff. Essentially, your bookkeeper needs to make sure that
everything is coded properly, or you'll be in some hot water.
2. Employee or Contractor? Whoops.
Many businesses have a combination of independent contractors and employees. And this is an
area in which the IRS has been increasingly ruthless, as they search about for sources of additional
revenue (i.e. penalties and additional taxes!).
Continued on back cover 

3 Must-Dos Before Sending Junior Off to College
18 years ago you cradled him in your arms. The most beautiful baby ever born.
You’ve nurtured him, instructed him, helped him grow and now it’s time for him to
test his wings… at the south’s biggest party school. (You do know that is a real ranking, right?) Away from home. Away from your supervision.
You don’t really want to think about “what if?” What if something happens while he’s away at college?
Once college students reach the age of majority (18 in most
states), they are considered adults and you, as their parents,
are not entitled to see their medical records, their grades,
their finances, or other documents. You’d think, since you’re
the one footing the bills, paying the tuition, the room and
board, and just about everything else, your parental rights
would continue. But they don’t. Once a student reaches that
magic age, they have a right to legal privacy and the right to
govern their own affairs. So, it’s important to discuss with
your children ways you can act on their behalf—or help protect them— should an emergency arise.
Set up ICE (in case of emergency) contacts. Go ahead.
Get Junior in here right now.
Continued on page 2 
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3 Must-Dos continued from page 1
Well, ok, next time you’re both home at the
same time. You can add an “in case of emergency” (ICE) contact to your iPhone or Android by
using the built-in Health app. Or maybe it’s not
him calling; maybe it’s the police, fire department, or rescue workers trying to reach out to
someone. According to WebMD, if Junior is in
an accident and can’t call, a first responder can
call an ICE contact on his cell phone to let a
loved one know what has happened. You can
have multiple ICE contacts… ICE, ICE2, ICE3,
and so on.
ICE contacts don’t give someone the legal authority to act on the student’s behalf, it merely
starts the communication process.
Prepare a health care durable power of
attorney or health care proxy. Although accidents are the leading cause of death for young
adults, it doesn’t take something that severe for
parents to need to be involved. When Kathy
was away at Ole Miss, some 315 miles away,
she developed an intestinal bug which landed
her in the infirmary. We rushed to get there
only to find out the doctors refused to discuss
her condition with us, citing privacy concerns.
As much as you hope you’ve prepared them to
take care of themselves, and as much as they
think they are ready, you are still likely to be
their fallback for emergencies. A health care
durable power of attorney is a legal document
that allows you to serve as his/her health care
agent. Students should also sign a HIPPA
(Health Insurance Portability and Accountability Act) release that gives medical practitioners
permission to share information with you.
Have a durable power of attorney. For most
students, the benefit of a power of attorney is to
enable their parents to assist them with credit
card payments or deal with a landlord, but yes,
it should give you access to their financial and
scholastic records at college. In most cases, it
goes into effect when signed, but can be revoked
at any time.
How do you get Junior to sign if he’s still thinking you don’t have a clue? Try gentle persuasion
first. If that doesn’t work you can consider making it a condition of paying tuition, or buying
the car, or whatever. 

TIMES

VOLUME

11,

ISSUE

8

This month’s special Member-Only call-in
times for Lindsey’s Insider’s Circle will be
8/26/19 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.

•Attorney
•Promotional Products
•Financial Advisor
•Monogramming
•Painter
•Cultured Marble

•Mortgage Broker
•Printer
•Realtor
•Banker
•Home Inspector
•Executive Leadership Coach

•Auto/Home/Life Insurance
•Social Media Expert
•Chiropractor
•HVAC Repair
•Massage Therapist
•Estate Sales

What I’m Reading...
NOW
Cold Waters by Debbie Herbert
Where Was "There?": Re-exploring the biblical history of Jerusalem
by David B. Carpenter
RECENTLY
Hunt Them Down by Simon Gervais
Who’s in Your Room? The Secret to Creating Your Best Life
by Ivan Misner, Ph.D., Stewart Emery, L.H.D., and Rick Sapio
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Cutting Through the Clutter of Rental Real Estate Deductions
The tax rules for rental real estate have changed drastically in the last few years. Landlords are now able
to deduct most of their expenditures, but determining the proper tax treatment for those expenditures
can be time-consuming.
Betterment, restoration, or adaptation
The starting point is to determine the character of the expenditure. Is it a betterment, restoration, or adaptation? Expenditures relating to a comprehensive remodeling, for example, would be a betterment or
restoration and would need to be capitalized. The same is true for fixing a preexisting defect.
But, there may be another way. Even if the character of the expenditure would normally require it to be
capitalized, if the expenditure is $2,500 or less, then, with the proper election, the expenditure can be
expensed.
Or another way…
Owners of residential real estate may also elect to write off repairs, maintenance, and improvements if
the total of current year expenditures does not exceed the lesser of 2% of the unadjusted basis of the
property or $10,000.
Routine repairs and maintenance that keep the property in ordinarily efficient operating condition can also be expensed in the year the expenditure is made. However, they are included in the 2%/$10,000 calculation above. See the chart below for examples.

Routine Repairs and Maintenance
Type

Example

Supplies

Door handles, knobs, faucets, shower and toilet fixtures

Painting

Exterior and interior

Plumbing, HVAC, and appliance repairs

Worn-out or damaged parts

Structural defect repair

Slab cracks, leveling, porch and deck deterioration

De minimis expenditures for tangible personal
property costing less than $2,500 per item

Light fixtures, blinds, ceiling fans, appliances (other than built-in
appliances)

Routine maintenance safe harbor

Flooring, windows, doors, countertops, built-in appliances, roofs

Qualified business income deduction
In order to qualify for IRS’s safe harbor and deduct 20% of qualified business income, rental real estate
must meet certain requirements:
 The real estate must be owned directly or through a disregarded entity;
 Separate books must be maintained for each real estate enterprise;
 Annually, at least 250 hours of rental services must be provided by the owner, agent, or contractor;
and
 Contemporaneous records, including time reports, logs, or similar documents must be maintained that
show the hours worked, a description of the service, the date, and who performed the service.
If the activity does not meet the safe harbor requirements, the key is whether it rises to the level of a
trade or business, rather than an investment activity. The Internal Revenue Code does not contain a definition of a “trade or business.” However, the courts have held that an activity requires a profit motive
and continuous and regular involvement to qualify as a trade or business. Most experts agree that triple
net leases probably do not qualify.
The facts and circumstances of each situation must be evaluated. Vacation homes, for instance, are often
problematic since a profit motive is required and yet they are rarely profitable. 
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Four Financial Mistakes— continued from page 1 How Many “Yeses” Can You Answer?
There is relevant IRS guidance on the issue.

1) I have a financial statement for my business that is no more

Use it! Or at least have someone who knows, check it on your
than 30 days old.
behalf. The IRS has recently been making significant
noise about their cracking down on businesses in this
2) I reviewed my financial statement with my bookkeeper or
area, especially with the new changes. Do NOT get caught
accountant within the last month to pinpoint the potential trouunprepared.

ble spots and identify pockets of easy cash.

3. Spending, Spending, Spending (Cash Controls)
Your business should have a monetary "line in the sand" on a
monthly basis, the crossing of which should set off little alarms.
These can range from the sophisticated (multiple trigger points
and consequences), to the very rudimentary act of simply budgeting for each month.
But the main point is that your ACCOUNTING system should
show you the way on this, on a monthly basis.
4. Not Keeping Up to Date
Sure, it's painful to have to reconcile and keep every expense
entered on a monthly basis -- which is why so many business
owners don't keep up with it (even when they've "outsourced"
the task to a part-timer). The problem with playing continual
catch-up is that problems AND opportunities are spotted too
late.
For example, say you think one of your service or product lines
is the most profitable ... but circumstances have changed
(whether expenses or other cost factors), and now a different
item is most profitable. Well, if you've been pushing for what
you *thought* was most profitable for six months and only now
realize that you should have been pursuing a different strategy,
that's a bunch of time and money wasted.

3) I know exactly which products, departments, and services
give me the highest ROI (return on investment).
4) I have a year-end tax strategy based on my figures to date.
5) I know how much cash I have and how much I will need
next week.
6) I can sleep at night, knowing that my recordkeeping will
support my deductions if the IRS audits me.
If you don't have very many "yeses" from these, and/or any of
these are concerns for you (especially with the tax and regulatory situation continuing to evolve), let's discuss ways that we
can fix that for you.
The reason I ask you to consider these questions is because I
have seen far too many businesses come to a sputtering halt
because their decision makers didn't have clarity about what
the numbers should be telling them, and what they should do
as a result.
It's likely that they were making one of four very common ac-

In short, get a professional to help you with this stuff. (Ahem.)  counting mistakes (see page 1). 

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.

