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Don't Overanalyze and Miss
an Opportunity

Overanalyzing a situation can be
as bad as not giving it enough
thought. Most decisions are made
on some sort of deadline. Even
very smart individuals examine
the data to the point that coming
to a conclusion is put off for too
long. It is easy to continue to
research in order to make sure a
decision is absolutely correct.

Sometimes, the best course of
action may be to just make a
decision based on the informa-
tion you have and hope for the
best. You may not always be
right, but delaying some
decisions could result in lost
opportunities. Don’t get caught
over thinking a decision when
swift action is what is needed.
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Installment Agreements for Small Businesses

The IRS will make streamlined Installment Agreements
available. Small businesses with $25,000 or less in unpaid
tax can now participate. Previously, only those with
$10,000 in liabilities could participate. Small businesses
will have 24 months to pay.

Small businesses that file either as an individual or as a
business will need to enroll in a Direct Debit Installment
Agreement. Small businesses with an unpaid assessment
balance greater than $25,000 would qualify for the
streamlined Installment Agreement if they pay down the
balance to $25,000 or less.

Offers in Compromise

The IRS is also expanding a new streamlined Offer in
Compromise (OIC) program to cover a larger group of
struggling taxpayers.

This streamlined OIC will allow taxpayers with annual
incomes of up to $100,000 to participate. In addition,
participants must have a tax liability of less than $50,000,
doubling the current limit of $25,000 or less.

OICs are subject to acceptance based on legal
requirements. An offer-in-compromise is an agreement
between a taxpayer and the IRS that settles the taxpayer’s
tax liabilities for less than the full amount owed. Generally,
an offer will not be accepted if the IRS believes that the
liability can be paid in full as a lump sum or through a
payment agreement. The IRS looks at the taxpayer’s
income and assets to make a determination regarding the
taxpayer’s ability to pay.
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Husband and Wife Businesses

One of the advantages of operating your own
business is hiring family members. However,
the employment tax requirements for family
employees may vary from those that apply to
other employees.

How spouses earn Social Security benefits

A spouse is considered an employee if there
is an employer/employee type of relationship,
i.e., the first spouse substantially controls the
business in terms of management decisions
and the second spouse is under the direction
and control of the first spouse. If such a
relationship exists, then the second spouse is
an employee subject to income tax and FICA
(Social Security and Medicare) withholding.
However, if the second spouse has an equal
say in the affairs of the business, provides
substantially equal services to the business,
and contributes capital to the business, then a
partnership type of relationship exists and the
business's income should be reported on Form
1065, U.S. Return of Partnership Income

Both spouses carrying on the business

Generally a qualified joint venture whose only
members are a husband and wife filing a joint
return are not treated as a partnership for
Federal tax purposes. A qualified joint venture

is a joint venture involving the conduct of a
trade or business, if (1) the only members of
the joint venture are a husband and wife, (2)
both spouses materially participate in the trade
or business, and (3) both spouses elect to have
the provision apply. Under the provision, all
items of income, gain, loss, deduction and
credit are divided between the spouses in
accordance with their respective interests in
the venture. Each spouse takes into account
his or her respective share of these items as a
sole proprietor, each filing a Schedule C. For
purposes of determining net earnings from self
-employment, each spouse’s share of income
or loss from a qualified joint venture is
reported on Form SE. This generally does not
increase the total tax on the return, but it does
give each spouse credit for social security
earnings on which retirement benefits are
based.

One spouse employed by another

If your spouse is your employee, not your
partner, you must pay Social Security and
Medicare taxes for him or her. The wages for
the services of an individual who works for his
or her spouse in a trade or business are
subject to income tax withholding and Social
Security and Medicare taxes, but not to FUTA
tax.

Effective Rent vs. Stated Rent

When comparing the rental rates for different properties for your business, it is important to
think about the expenses involved. For example; who is responsible for utilities, real estate
taxes and maintenance? As an enticement to sign a lease, you could negotiate free rent or the
landlord might allow you a reduction if you agree to pay for alterations to the space. Consider
these complexities before you sign a lease. Free rent or other expenditures may be spread over
the term of the lease to allow you to properly allocate monthly costs. Comparing different leases,
or options in the same lease, can add up to significant savings. Understand effective rent vs.
stated rent with help from your accountant.
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PADGETT BUSINESS SERVICES® is dedicated to meeting the tax, government compliance, profit & financial
reporting and payroll needs of businesses with fewer than 20 employees in the retail and service sector of
the economy. This publication suggests general business planning concepts that may be appropriate in
certain situations. It is designed to provide complete and accurate information to the reader. However,
because of the complexities of the tax law and the necessity of determining whether the material discussed
herein is appropriate to your business, it is important you seek advice from your Padgett office before
implementing any of the concepts suggested in this newsletter.

PENALTY NOTICE: As required by U.S. Treasury regulations, you are advised that any written tax advice
contained herein was not written or intended to be used (and cannot be used) by any taxpayer for the
purpose of avoiding penalties that may be imposed under the Internal Revenue Code.
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