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Travel, Entertainment, Gift, and Transportation Expenses

 (Complicated and Confusing)

I attended a recent seminar of these topics, and all I can say is ‘wow’ it’s complicated.  Due to space constraints I can’t list everything from the seminar, but here are some of the highlights:
Meals and Entertainment are 50% deductible, even while traveling.

Meals are generally deductible if they precede or follow a business meeting, documented with the person attending, the company they work for, and a brief description of the conversation.

If you entertain a client and you are not present, this is classified either as Entertainment or a Gift.  Entertainment is subject to the 50% deduction.  Gifts are generally subject to a $25 limit.

Hunting and fishing trips, yachts or other pleasure boats, social/sports clubs (including deer leases) are generally not considered as a business deduction (even if current or potential clients are present).  Skyboxes and luxury boxes at sporting events are deductible up to the face amount of the tickets included in the box.
Driving from your home to your place of work is a non-deductible commuting expense.  Driving from your place of work to other work-related locations is deductible.
If you work in several locations near your home, your vehicle expenses are considered non-deductible ‘commuting’ expenses.
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Tax Fraud, the IRS and You
The IRS has had several high-profile instances of tax fraudsters filing fake tax returns for fraudulent refunds.  This happened in a variety of ways:

One instance included Russian computer hackers who accessed taxpayer income and earnings information from the IRS’ own website, using the Get Transcript Webtool.  They used credit information from social media sites to establish an online account, and then downloaded prior year tax return info and current year earnings and income.

Another instance was hackers accessing government employee information by hacking into the Health and Human Resources database, which holds employee data on many government departments.  As many as 300,000 gov’t employees had their personal information compromised.
Yet another instance was an IRS employee who accessed taxpayer info to file fraudulent tax returns.
No matter the reason (interesting story) behind tax fraud, the fact of the matter is that it has been happening for years at an increasing rate.  What can you do to keep from being a victim?
· Guard your tax (and credit) info diligently.  Password-protect files on your computer and as you use email.  Change your passwords often.
· Shred sensitive documents.

· Put a hold on your credit profile (I have clients who do this, and not just for tax fraud reasons).
· Apply for an Identity Protection (IP) PIN from the IRS.  If the IRS assigns you one, nobody can file a return in your name without it.
Have a tax question?

Call me at 281-841-2753, or email me at paul@paulconradcpa.com
Tax Calendar
Aug 15 – July payroll tax deposits due

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)
IRS Budget Cuts
Anybody who has called the IRS lately knows that the IRS’ budget for taxpayer services has been cut, as evidenced by long times on-hold waiting for an agent.  For the second year in a row, the IRS will have to manage a budget cut.  This year it will be an $838 million dollar cut, equal to 7.7% of its total budget.  The audit budget will be cut by $535 million, meaning less audits will take place.  However, the IRS is expected to spend $75 million more for taxpayer services.  I’d still suggest having a book to read if you call the IRS, just in case those long on-hold times continue.
I constantly have clients ask me ‘Can I write this off on my tax return?’  For the best answer I’ve heard, go to www.youtube.com/watch?v=XEL65gywwHQ
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Children With Investment Income
Special rules apply to children with investment income (interest, dividends, capital gains).  Children with investment income of $2,000 or more are subject to a higher tax rate (known as the ‘kiddie’ tax).  The kiddie tax is the kid’s income taxed using the parent’s highest tax rate.  The general idea is to keep parents from transferring income off their own tax return (taxed at higher rates) and on to their children’s tax return (taxed at lower rates).
The kiddie tax does not apply to W-2 salaries or 1099s the children receive for earned income.

Help With Healthcare Reform

The IRS has a helpful new publication for individual taxpayers.  It covers the individual mandate, lists some exemptions for people without coverage, and explains how to figure the tax owed.  It also explains the healthcare premium credit, how much you qualify for, and when you might have to pay it back.  Publication 5187 can be found on the IRS’ website.
Its (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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