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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. 

Taking the Shirt Off Your Back, But No Deduction 
It probably doesn’t come as a shock to most of you, the federal deficit is skyrocketing, and our 
country is getting broker every day. Uncle Sam will soon be looking for additional revenues. You 
should know, he will be looking in every nook and cranny to replenish the federal coffers. What you 
may not know is the Internal Revenue Service is already engaged in revenue-finding-missions. 
Among the objects of their affection – in the tax audit – are sole proprietors filing Schedule C and 
substantiation requirements for every possible deduction. 
 
The IRS views Schedule C as the repository of all manner of evil taxpayer intentions to reduce their 
tax liabilities (and, from the perspective of the IRS, federal revenues). As the current administra-
tion hires more IRS auditors, they will be scouring the tax returns of sole proprietors primarily to 
reduce or eliminate claimed deductions as unsubstantiated in order to increase both income and 
self-employment tax liabilities.      Continued on page 3  

Money is Made Picking Fruit, Not Planting Trees 
Imagine yourself driving along the sideroads in picturesque Madison County this fall. You’re on 

your way to visit the century-old Scott Orchard in Hazel Green when you spy an absolutely beautiful 

orchard. You pull the car over and climb out to take it all in.  

 

You find yourself wandering into the orchard, amazed at the beauty of the trees and luscious fruit 

hanging from them. But something’s just not quite right. It’s quiet. Where are all the workers? No 

one is picking the fruit. In fact, you can see where ripe apples have fallen to the ground and are go-

ing to waste. 

 

Finally, you hear sounds of workers and equipment working. Walking toward the sound, you crest 

the hill and are astonished at what you see. There are dozens of workers and machines all working 

at a feverish pitch. They are all scurrying around the orchard digging holes. 

 

It's just too much for you, and you walk over to the man who appears to be in charge (the orchard 

owner as it turns out) and ask what he and his workers are doing. 

 

“Can’t you see?” the orchard owner asks in a hurried tone. “We’re busy planting these new trees. 

They take several years to grow before they put out fruit, so we’ve really got to get going. I really 

don’t have any more time to talk to you today. Goodbye.” 

 

“How can this owner be so blind?” you ask yourself. He’s got all those wonderful trees just over the 

hill with all sorts of apples ripe and ready for picking. Why is he spending his precious harvest time 

planting? 

 

Many business owners are just like that apple grower. They have a tremendous orchard already 

established (hundreds or thousands of customers who have bought from them over the years), but 

they devote a lot of their time and energy to planting new trees (getting new customers). 

 

It’s like walking through the orchard and picking only the largest apples that happen to be ready for 

picking that day, never to return to those same trees to pick more fruit as they ripen. 

 

For example, just because someone contacted you but didn’t buy from you last month (or quarter, 

or year) does not mean they won’t buy now. Maybe they’ve “ripened” in the meantime and are now 

ready to buy. But, if you don’t follow up with them, that “ripe fruit” might fall on the ground and go 

to waste.        Continued on page 2  
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Money is Made Picking Fruit, Not Planting Trees—continued from page 1 

Once you have a base of customers, as well as prospects, you can return to them time and time again. Not 

only to offer your main product or service, but to also offer additional products or services that would ben-

efit them. If you don’t stay in touch with your customers, they may forget you or establish a relationship 

with someone else. It is not your customer’s job to remember you’re in business. 

 

The easiest customer to sell to is one who has purchased from you before. The second easiest customer to 

sell is a strong referral. The third is a new prospect. If you focus more on your current customers, you may 

find you need to spend less time finding new ones. 

 

Go ahead. Continuing to grow trees is important. But, don’t forget to take full advantage of all the ripe fruit 

that’s perfect for picking right now. ※ 

Why Don’t I Have Hurricane Insurance? 

If your homeowner’s insurance policy is like mine, it 
includes a hurricane deductible. Those deductibles 
can range between 1% and 10% of the value of your 
home. A higher deductible means a lower premium, 
but can you afford the deductible if a storm hits? 
 
I’ve long thought: “If my insurance policy has a hurri-
cane deductible, why don’t I have hurricane insur-
ance?” Now, I’ve learned there is a relatively new insurance product that can eliminate hur-
ricane deductibles. Catastrophic storm coverage is now available so that you incur $0 out-of
-pocket cost in the event of damage to your residential property caused by a named storm 
or hurricane. 
 
Designed for residential properties, including condominiums, hurricane insurance is hurri-
cane deductible buyback coverage. Meaning it provides 100% reimbursement of the de-
ductible that applies to a homeowner’s policy in the event of a hurricane related or named 
storm related claim. 
 
According to the Insurance Information Institute, four of the top ten costliest hurricanes 
ever to hit the U.S. have occurred in the last five years. In the event of serious storm dam-
age, a deductible of even just 2% can become a serious financial burden. 
 
The chart below illustrates the relationship between insurance coverage and your out-of-
pocket deductible expenses. The three examples show who is responsible for a $20,000 
post-storm restoration (e.g. major roof repair), depending on the home’s insured value:                      

   *2% deductible amount = hurricane deductible % multiplied by home’s insured value 
 
This coverage isn’t part of your homeowner’s insurance. It’s a separate policy, so an inde-
pendent agent can help you get the added protection if your agent doesn’t handle the cover-
age. ※ 

Based on 2% Hurricane  
Deductible 

      

Home Insured Value: $250,000 $500,000 $750,000 

Covered damage/loss: $20,000 $20,000 $20,000 

Insurance covers: $15,000 $10,000 $5,000 

Homeowner responsibility* $5,000 $10,000 $15,000 

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. 

Identity Theft Protection 
Auto Repair 

Air Conditioning  
Home Insulation 
Home Inspector 

Banker 
Realtor 

Auto and Home Insurance 
Chiropractor 

Mortgage Broker 
Welding Supplies 
Financial Advisor 

Port Facility 
Custom Monogrammed Gifts 

Printer 
QuickBooks Advisor 

Roofer 
IT Specialist 
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Taking the Shirt Off Your Back, But No Deduction—continued from page 1 
All deductions are a matter of legislative grace, and that grace 
comes with a price: at a minimum to maintain books and records 
to support the expenditure, and in many cases, to meet more ex-
acting substantiation standards than the Code imposes as a condi-
tion to deductibility. One might not think of charitable contribu-
tions as a source of major contention with the IRS, but in the case 
of non-cash contributions, the taxpayer is technically required to 
establish both the fair market value of the property and the prop-
erty’s adjusted basis. In some cases, the Code requires an apprais-
al of property (where the value exceeds $5,000) contributed to a 
charity. 
 
The property’s adjusted basis comes into question in two cases: 
first where the property is inventory in the hands of the donor, 
and secondly, if the donation is tangible personal property that is 
unrelated to the charity’s exempt function, the amount of the con-
tribution is limited to the donor’s adjusted basis in the property. 
For example, if a taxpayer donates used clothing to a charity that 
does not distribute them to poor or indigent individuals, the de-
duction is limited to the lesser of your basis or fair market value. 
Now it may seem like common sense that the current value of al-
most all used clothing is less than what was paid for it, but techni-
cally, a claim for a deduction of such items requires some proof of 
both the fair market value and the cost basis of the property. 
 
Such was the case where a taxpayer was denied an $850 deduc-
tion for clothing donated to charity. Yes $850! The return was 
under audit and the taxpayer submitted photographs of all the 
clothing donated and matched them up to the current list of bar-
gain store prices published by the Salvation Army and recognized 
by the IRS. But, that wasn’t enough. The auditor wanted purchase 
receipts of each item to establish the cost basis. Even if the       

taxpayer was in 
the 35 percent tax 
bracket, the 
amount of tax at 
issue was only 
$298. The IRS 
correctly as-
sumed the tax-
payer would 
throw in the tow-
el rather than 
incur additional 
time, effort, and 
costs to substan-
tiate the deduc-
tion. So, the IRS 
pressed the issue 
hard enough to 
deny any deduc-
tion. Hooray, the 
deficit was reduced $300! 
 
From a practical standpoint, trying to establish the cost of most 
any item of personal property even shortly after its purchase, 
much less a couple of years down the road, is extremely difficult so 
nothing prevents the IRS from using similar audit strategies 
where larger sums of money are involved. 
 
Echoing the motivation Willie Sutton once famously gave for rob-

bing banks, the Internal Revenue Service knows where the money 

is. ※ 

9 Simple, Easily Overlooked Tax Deductions 

Believing you are all square with the IRS each year can be a 

little tricky. 

 

Most people file their taxes “in the dark” – not really knowing 

for sure if they have filed everything accurately. With life be-

ing so busy, who has the time (or wants to take the time if they 

had it) to actually keep up with the new tax law changes each 

year? 

 

Yes, you can take the increased standard deduction. But what 

if your calculations are wrong and there was much, much, 

more you could have deducted? Does it feel good to just… 

“hope” that you took everything into account? Regardless, at 

the end of the day, we all still have to fill out our tax forms 

and file by the IRS deadline or we’re in for a 

heap of trouble… 

 

Should filing your taxes be easier? 

 

Yes. 

 

But, we live in a world of what is … not the 

one of fairytale dreams. 

 

Here are nine overlooked tax deductions that are just a start to 

the sort of things that we can help you find. Perhaps there are 

more. But you never know until you ask… 

 

Pet food and veterinary bills: You can deduct veterinary bills 

and pet food, only if they are for your foster pet. As an exam-

ple, Jan Van Duchenne, a California family lawyer, devoted 

most of her time outside of work caring for feral cats, 70 to 80 

at one time. A tax court found that she was entitled to much of 

her claimed $12,068 in cat care expenses as a charitable deduc-

tion on her income taxes. In another case, Seawright v. Com-

missioner, a couple ran a junkyard. They put food out to at-

tract wild cats to control snakes and rats, making the junkyard 

safer for customers. When they claimed the cat food as a busi-

ness expense, the IRS said no way. However, the tax court 

disagreed. 

 

Swimming pools: If swimming pools are used for medical pur-

poses, as prescribed by a doctor, they can be tax-deductible. In 

Cherry v. Commissioner, the taxpayer had emphysema and 

installed a swimming pool after his doctor ordered an exercise 

regimen. The primary purpose of the pool was medical care, so 

he was able to deduct the pool, part of the cost of heating the 

pool, pool chemicals, and part of insuring the pool area. 

    

Fitness: Fitness is tax-deductible, if your doctor signs off on it, 

and tells you that your life might be in danger if you don’t 

start exercising and             Continued on back cover 
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This month’s special Member-Only call-in times 
for Lindsey’s Insider’s Circle will be 9/20/21 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! 

lose weight. The cost for remedies that help you drop a few 

pounds, improve your heart rate, or reduce your cholesterol 

might all be deductible. 

 

Pre-college education: Generally, you cannot deduct education 

expenses for children in grades K-12, however, the IRS allows 

for tuition costs for private institutions to be paid from 529 

Savings Plans. Now, investment earnings in a 529 Savings Plan 

can pay for private school tuition tax free, and many states 

now offer deductions for contributions into 529 Plans. 

 

Deadbeat friends: Did you lend a friend cash in a pinch, never 

to see the money again? Don’t despair-all is not lost. You can 

write off the unpaid amount if there’s no hope to collect your 

payment. 

 

Organ donation: Organ donors can deduct not only any medical 

costs associated with the donation, but also cost of transporta-

tion. 

 

Bariatric surgery: The IRS ruled that obesity is a medical dis-

ease, which means that specific treatments aimed at curbing 

obesity are allowable deductions, including bariatric surgery. 

As with all medical expenses, you can only deduct unreim-

bursed expenses that exceed 7.5% of your adjusted gross in-

come (AGI).  

 

 

9 Simple, Easily Overlooked Tax Deductions—continued from page 3 

Addiction treatment: Drinking, smoking, and drug abuse are 

serious medical hazards, so the IRS has ruled that you can 

write off expenses related to quitting. Eligible deductions can 

include the cost of any products or programs designed to help 

you quit, including nicotine patches or other aids. Inpatient 

treatment at a drug or alcohol facility including meals, lodg-

ing, and some transportation expenses can also be deducted as 

medical expenses. Additionally, transportation to and from 

meetings like Alcoholics Anonymous or Narcotics Anonymous, 

if attended based on doctor’s orders, can also be written off. 

 

Bingo: Bingo-playing taxpayers can deduct the amount lost in 

a given year, up to the amount that was won. The IRS allows 

taxpayers to deduct losses for other types of wagering, too. To 

do so, they must keep a detailed diary of the kind of wager, 

where they placed it, who they were with, and how much they 

won or lost.※ 

September 4 is 


