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If you’re a KZST, KJZY or Country 106.3 
FM listener, you’ll hear the radio 

personalities talking about our CPA firm 
as “the only firm we trust.” They selected 
us to be their tax experts for a special tax 

question-and-answer line for their 
listeners. They have also added a whole 
page to their website www.kzst.com to 

feature our firm. 
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Tax News You Can Use… 
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Tax News You Can Use (continued)… 
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Tax Advice Disclosure: To ensure compliance with 
requirements imposed by the IRS under Circular 230, we 
inform you that any U.S. federal tax advice contained in 
this communication (including any attachments), unless 
specifically stated otherwise, is not intended or written to 
be used, and cannot be used, for the purpose of (i) 
avoiding tax-related penalties or (ii) promoting, marketing 
or recommending to another party any tax-related 
transaction(s) or matter(s) addressed herein. This general 
information should not be acted upon without first 
determining its application to your specific situation. For 
further details on any article, please contact us. 
�
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Here is a list of deductions as claimed by Joe and 
by Jon in their income tax returns: 
�
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Now, you tell me which of these tax 
returns smells a little fishy?  Pretend 
you’re an IRS Agent for a moment and 
tell me which of these two you would 
go after. Well, let me see, I’ll bet you 
picked Jon. WHY?  
�

You may look at this and think I’m just being stupid. 
Well, no…  I see this every tax season. I sit down with 
someone to interview them about their income and 
deductions so I can prepare their income tax returns. 
On their list, or maybe off the top of their heads, they’re 
giving me some nice round, fishy numbers ($200, 
$2000, 20,000 miles) to deduct. I’m NOT the IRS , so I 
take the numbers down that they give me and report 
them in their income tax return. And, in my file is an 
engagement letter which they signed declaring that all 
the information they are giving me is true, accurate and 
can be substantiated, if necessary, upon audit. They’re 
hanging themselves and waving a red flag at the IRS. If 
I were the IRS , I’d give it the smell test and then 
DEMAND that Jon gave me a receipt for every single 
item going into his tax return. 
�

When Jon tells me his deduction amount is $500, It is 
not my place to challenge him or assume he’s lying. I 
don’t even give him a wink and say, “Ah, don’t you 
really mean $493?”  Here’s the deal: I’m an honest 
person, I don’t lie to my clients and I assume they’re not 
lying to me. What they tell me, I report as fact—with or 
without a receipt. 
�

There are other funny things that happen in these tax 
interviews. I may ask someone how much they 
contributed to charity last year. They look at me for a 
moment and then ask me, “Well, how much would be 
reasonable for someone at my income level?”  Ah, NO, 
I don’t make up numbers for people!  The deduction is 
what you spent. Period. 
 

 When You Don’t Have Receipts…. 
Contrary to wide publicity by the IRS, it is possible to 
have many deductions allowed at a tax audit even if you 
don’t have receipts with you. The trick is to reconstruct 
your expenditures and back them up with corroborating 
evidence. 
�

Home entertainment example : Suppose you claimed 
a business-expense deduction of $984 for home 
entertainment expenses but you can’t prove, with 
receipts, that the money was actually spent. First step: 
Establish the dates that you entertained people in your 
home. Check your calendar. If it’s lost, speak to a few 
people you remember entertaining and ask them to look 
at their calendars. Next: Make a list of all the people 
you entertained at each party and record the company 
they were affiliated with. Jot down your business 

relationship with each person. 
This will help you establish, for 
the IRS, that people were 
entertained. At the same time, 
it will refresh your memory. If 
you mailed invitations or 
received thank-you notes, it 
will help you prove your case 
to show them. 

�

Reconstruction : Now, reconstruct the amount of 
money you spent each time you entertained at home. 
What did you serve? Did you keep a menu? Figure out 
the approximate cost of the food you purchased. Make 
a list of the quantity of food and beverages bought, the 
approximate prices and the name and address of each 
store that you shopped at. Include items purchased at 
the supermarket, butcher shop, bakery, fruit store, 
liquor store and party shop. Don’t forget to include the 
approximate value of food and beverage items served 
which were on hand and that did not have to be 
specifically purchased. 
�

Other helpful evidence : Photographs 
taken at each gathering and 
sworn statements from people 
attending each party attesting 
to its date, the approximate 
number of people present and 
the types of food and beverages served. 
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