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Life After Tax Season . ..
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The staff at Montgomery Taylor & Company finished
the 2008 Tax Season by celebrating with a pizza party
and “Crazy T-Shirt” Day on April 15. Name tags were
provided for everyone, including:

Monty — “The Man”
Milady — “The Duchess of Does It All”
Mike — “The Tax Guy”
Barbara — “The Empress of Efficiency”
Phil — “Mr. Wonderful”
Pat — “The Queen of Scanning”

Now that tax season is over, the office is quiet, and our
work hours are back to normal, Monday through
Friday, 8-5. We have more time to spend with loved
ones and enjoy personal interests. Monty and his wife
recently spent a lovely weekend on the Mendocino
coast. Milady is enjoying her Saturdays off and is
getting ready to visit her family in Key West, Florida.
Mike is working part-time and playing golf. Pat is
working in her garden and planning a motorcycle trip to
Southern California. Cathy is spending time with her
family. Phil is working part-time, exploring new hiking
trails in Sonoma County and planning a trip to
Washington to visit friends and family. Barbara is
enjoying the longer, warmer days of spring and
monthly trips to San Francisco for musical theater
performances. She especially enjoyed the current
production of “Wicked”. G

; ; \\Q}\ = N
By the way, next time you see Milady, ngQ'

watch her smile when you ask her about the$
“Financial Lizard”. }

The staff sincerely hopes each of you felt well K
cared for during tax season. Our goal throughout
the year is to provide you with extraordinary service

and strategies for meeting your personal financial goals.
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Here is a list of deductions as claimed by Joe and by
Jon in their income tax returns:

Deduction claimed Joe Jon

DMV fees 281 300
Goodwill donations 463 500
Business cell phone use 582 1200
Business meals 689 1000
Business office supplies 2883 3000
Auto business miles driven 1241 22000
Auto personal miles driven 23759 3000

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, would you 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... | see this every tax season. | sit down with
someone to interview them about their income and
deductions so | 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 dedutm NOT the IRS, so |
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 IIRS.

| 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. | don’t
even give him a wink and say,
“Ah, don’t you really mean
$4937?" Here's the deal: I'm an
honest person, | don't lie to my
clients and | assume they’re
not lying to me. What they tell
me, | report it as fact—with or
without a receipt.
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There are other funny things that happen in these tax
interviews. | may ask someone how much they
contributed to charity last year. They look at me for a
moment and then ask ni®yell, how much would be
reasonable for someone at my income levefH, NO,

| 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 speinst 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 calendardlext 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.

Reconstructiont 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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Tax News You Can Use...
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Tax News You Can Use (continued)...

Could your business recover

from a disaster? College Strategist

With the recent devastating floods Paying for College Without Going Broke
and tornadoes fresh in mind, every
business owner should be asking
whether his or her company could
survive a disaster.

Every business is ## %
vulnerable to natural disasters such as #
fires, floods, tornadoes, hurricanes, '
and earthquakes. However, advance Ho# i
preparation can minimize your % -
exposure in several ways. For example:

Physical assets. Buildings, equipment, furniture, %
inventories, and supplies should all be protected by
adequate property and casualty insurance. Review
each policy for “named perils,” which are disasters
covered (such as floods or earthquakes). If your
location is prone to one of the perils not listed,
consider expanding your coverage or buying an
additional policy to include it.

Records. Missing records can make it hard to

quantify your disaster losses. Duplicates of - # #

financial statements, customer lists, inventories, ' #

and other important data should be maintained in a #
secure off-site location and updated regularly. # YA

Computers. Critical computer data should be
duplicated regularly on portable hard drives or 0
other storage media and stored off-site. 0 '

)
\

Recovery. Consider
buying “extra expense”
insurance to cover
relocation costs for a
quick post-disaster } N
recovery. Also, you . # %1 H #
should identify = LR o "

alternative sources of operating assets (such as 4 0 % 4 "
furniture and equipment lessors), and investigate °

other possible business locations.

For assistance in disaster-proofing your business, give ' %
us a call. a
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