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IRS Transcripts – a VERY Handy Tool
Recently a client told me their car had been broken into, and their laptop was stolen, along with the tax documents in the laptop bag.  What can you do in that situation?  Access the IRS’ computer for help!

The IRS collects tax data in their computer, and we have the legal right to access that data if needed.  So in the case of the stolen laptop bag, I assisted the client in setting up an Online Access Account, and we were able to download their Wage & Income Transcript.  Here’s the data we received:

· W-2s

· 1099s for various types of income (bank accounts, brokerage accounts,  non-employee compensation, retirement accounts, social security, HSAs)

· 1098s (mortgage interest)

· Estimated payments made

While not a complete replacement for all the stolen documents, the transcript was a good starting point to save time and effort in recreating their tax data for the year.  County property tax websites help with property taxes, and copies of bank/credit card statements can help with the rest.

The report is not very helpful until about July, as it takes that long for all the tax documents from the various issuers to get entered into the IRS’ computer.  But from July until the extended due date of October 15, the transcript can be a huge help.  Including the time needed to answer the credit/security questions, the process takes about 10 minutes of time.  If this is something you’d be interested in, please call me.
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Is it a Business or a Hobby?

Whether your activity is a business or a hobby, you always have to declare the income you earn.  The difference is whether you get to deduct your expenses.

Business – You can deduct all your valid expenses, even if they exceed your income.  If your expenses exceed your income, you have a taxable loss, which could be used to offset other income you have.

Hobby – You can deduct expenses only up to the amount of income you earn.  If your expenses exceed your income, you can only deduct a portion of them (meaning you can report $0 profit), but you cannot show a taxable loss from a hobby.

Consequently, many taxpayers try to treat their hobby as a business.  I’ve had the IRS audit clients who showed business losses, questioning if the activity was a business or a hobby.  How do you prove you are trying to make a profit?  Business plans, budgets, business licenses, websites that solicit business, business cards and letterhead, separate insurance, separate bank accounts and credit cards are all helpful.

                     IRS Social Media Tools

The IRS has some good social media tools to help you learn about various tax topics.  Two good ones are the IRS Tax Tips email service, and the IRS YouTube Channel.  IRS Tax Tips email service is emailed out about once a week, and addresses various topics.  The IRS YouTube Channel has several videos, each about 1-4 minutes long, with a brief overview of a tax topic, and information where to get more details.
Have a tax question?

Call me at 281-841-2753, or email me at paul@paulconradcpa.com
Tax Calendar
Sept 15 – Business returns ‘on extension’ due

Sept 15 – Aug payroll tax deposits due

Sept 15 – 3rd qtr estimated payments due

Sept 20 – Sales tax deposits due (Texas)

Oct 15 – Personal returns ‘on extension’ due

Oct 15 – Sept payroll tax deposits due

Oct 20 – 3rd quarter sales tax returns due (Texas)

Oct 31 – 3rd quarter payroll tax returns due

Oct 31 – 3rd quarter sales tax returns due (Calif)

Nov 15 – Oct payroll tax deposits due
Nov 20 – Oct sales tax deposits due (Texas)
IRS Phone Scams

If you receive a collection call from someone claiming to be from the IRS, be very skeptical.  The IRS recently announced an increase in this type of scam.  Any IRS person who calls you should identify themselves with their badge/ID #, and also know your social security number.  If they ask you to confirm your social security number first, don’t volunteer it.  Nor should you give credit card information over the phone (this is good advice for other scams too, not just the IRS).  Instead, tell the caller that you’ll be glad to call the IRS back and/or wait for the IRS to send you a letter detailing any amounts owed.  Be sure to report suspicious phone calls to the IRS, to help them combat this scam.
‘I’m proud to be paying taxes in the United States.  The only thing is – I could be just as proud for half the money’. – Arthur Godfrey
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Payroll Tax Reporting
Many business-owners who have employees prepare their own payroll tax reports.  While this can save money, it also opens the door for mistakes:

Missing reports – Here’s my own reminder to make sure I don’t forget a report: 2+2+2+4.  What’s that mean?

1st Quarter – Federal Quarterly Form 941 and Texas Unemployment Report = 2 reports.  (You can substitute any other state report as needed).

2nd / 3rd Quarter – Same as 1st Quarter = 2 reports.

4th Quarter – Same as first 3 quarters PLUS W-2s AND Federal Form 940 for Unemployment Taxes = 4 reports.  2+2+2+4 = All the required reports.
Mis-match of Earnings – The IRS will compare the total wages on the 4 x Form 941s with the W-2s.  If they don’t match, you’ll get a letter asking for one of them to be corrected.  You might want to double-check that formula before filing your W-2s.
It’s (Almost) Too Late

Business returns (partnerships, ‘S’ corporations, and trusts) that were put on extension earlier this year will have their extensions expire on Sept 15.  Penalties for being late are $195 per owner per month.  If you still haven’t prepared that return, you’d better hurry.
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