
There's an X box, right on the right side of that. The Got it. Yep. He says, are you sure you want 
to leave the webinar? That's probably the wrong one. Yeah. I don't want to live it. Yeah. Let's try 
this Where it says pages and then right next to the pages to the right side, you'll see the acts. 

I mean, go ahead and ask that. See pages. I don't see pages on your left side of your screen. 
Oh, okay. But I wanted to kind of keep that open. Oh, you did? What are you wanting to close? 
Are you okay? There's stuff on the right side. It says attendees three sharing audience view. 
Just so it's out of your way. 

Just go ahead and pull it down or you can minimize it. Okay. Got it. Yeah. I just, I just pulled it 
down. Yep. Yep. So you're fine. So, so we are, are you ready? Are you ready? I'm ready. Okay. 
So can you, will you, unstart the recording so we can start it again? 

No, we'll edit that out actually. So you can go. Okay. Is it not, is it not easier to just restart it? No, 
it's not because it generates two audio video. It's true. GoToWebinar's so it's just basically 
edited it out. Okay. Um, all right, so let's get started then. Okay. Hi everyone. This is Alexis 
Martin Neely with another LIFT webinar that I know you're going to find out fully fascinating 
because I am revealing my own tax returns on this webinar so that you can see what you need 
to be looking at. 

When you look at your own tax returns before you sign them. Now, you might be saying, well, I 
just signed my tax returns. I have a CPA that does inform me and I just sign them and send 
them off. And I'm letting you know that that is not at all a good idea. You really need to be 
looking at your tax returns before you signed them. 

And I understand that you don't know what to look at when you look at that and you say, yes, I 
look at them. I see there's numbers on there. And they look like they're there. They're fine. My 
CPA knows what he or she is doing. And I hear you on that. And at the same time, I had a CPA 
who I thought knew what she was doing as well. 

And had I looked at my tax return, I would have seen the big, huge red flags that were staring 
me right in the face that ultimately did get me audited on my tax return. And I want you to know 
what you need to be looking at as well, so that you can stop at the red flags if they're there. And 
just so you can have the knowledge of being able to ask intelligent questions of your tax 
preparer, 

whether it's a CPA or an enrolled agent, or even for that matter, if you're doing it yourself, you 
have to have this information. You have to know how to read your tax return. I always say you 
should never sign anything without understanding it. And that goes for your tax return as well. 
So on today's webinar, I have, uh, 

my friend, Stephen Spinola with me. He is a CPA in the Chicago area and his firm is swindler, 
Espanola and company. And if you'd like to reach him after the webinar to have him talk to you 
about how you might be able to save money on your taxes, you can reach him at (312) 



981-4141, or you can send them an email. I'm going to give out his email address at the end of 
this, 

because I have to spell it out and all that stuff. But I want to jump right in right now. So, Steven, 
thank you so much for being here and welcome. Oh, you're welcome Alexis. So we are talking 
today about my own tax return. These are my 2007 tax returns. And, uh, the first thing that you 
have me looking at here is my form 10 40 us individual tax return for 2007. 

Uh, tell me a little bit about this. What is this specifically? And is this something that everybody 
files or only if you are a business owner, tell me a little bit, break it down for us about what 
exactly we're looking at here. This is, this is a 2007 individual, uh, 10 40. What they, what they 
call the long form. 

Now there are taxpayers that can file a 10 40 easy. Um, for Now let me ask you about that. So 
the 10 40 easy, I seem to remember that back in the day, I used to file a 10 40 easy. That was 
when things were really easy. That is that why they call it the 10 40 easy. Usually people will file 
that if they only have one or two W2's and maybe a little bit of interest. 

Um, and there are certain requirements where, uh, even if somebody, if they have a w two and 
they have some other type of, of, of income they're precluded from using that form. But usually 
you'll mostly see it with people that have one W2, no itemized deductions, and it's, uh, it very 
easy to fill out very simple. 

Got it. And so, so if you are a w two employee and you haven't yet started your business yet, 
and you're listening to this, um, then maybe the 10 40 easiest for you, but if you've started a 
business, does it matter if the business has been incorporated or not? Um, in terms of which tax 
return you file a 10 40 easier a 10 40. 

Yeah. If you, if you have, if you are a partner in a partnership, a shareholder in an S corporation, 
or even if you're a sole proprietor, um, you're going to have to use the, the 10 40 that we're 
looking at on the screen right now and not the 10 40 easy or the 10 48. Okay. So, so this is the 
long form. 

And are there people that, that complete this themselves that still happens? There are, there are 
people that complete this themselves via by hand. Um, they are doing it via software that you 
can buy it at a retailers. The most popular one is TurboTax. Okay. And what do you say? I 
mean, do you think that's a good idea for people to do this on their own? 

I'm assuming not since this is your profession, but tell me about that. Right. When you were, 
when you were involved, when you were involved with, with your own business, or even if you're 
an investor in an S corporation or a partnership where those two, those two entities, the income 
and loss flows directly into your personal return and your taxed on that income on your personal 
return. 

But if you're involved with your own business or you're an investor in those two entities, I just 



mentioned it's best that you, number one, you have to use this long form. And number two, 
probably get help via professional because there are, you know, it can be a, it can be a 
minefield and can be very complicated. Well, and so I want to ask you a quick question. 

Before we jump into my tax return, I was on an interview last night with a gal who asked me a 
question she has about 70,000 a year of income and of gross revenue. And her taxes each year 
have been running her about $10,000 a year. That did not sound right to me. Does that sound 
right to you? Well, without, without looking at the return, 

um, I would, I couldn't tell you if it's, if it's strictly a W2 or if it's a, if it's a schedule C or if, you 
know, if it's a flow through, from a partnership or an S corporation, I would have to look at the 
return. I couldn't tell you. Okay, well, this, this is a business owner, 

and I have to say that to me, it sounded like if you're, if your business is grossing $70,000 and 
you're paying 10,000 of that on taxes, you are probably not maximizing the ducks, the 
deductions that you can be taking in your business, Right. There are certain, there are 
deductions such as health savings accounts, making sure you're paying your own health 
insurance, 

that you deduct those premiums above the line, which is what you can see on, on page one, 
which would be, um, line 29 of page one self-employed health insurance. There's also, um, pen 
IRA deductions contributions that you can avail yourself up to, to, uh, to, to reduce that, that, 
that adjusted gross income. So you pay less tax, 

Right? And she, of course, was doing her own taxes. And so a very likely miss some of those 
deductions. So let let's look at this on my, on my return right here. We're seeing on line 29 of my 
return that I had $5,760 of self-employed health insurance deductions. I can't remember now 
what that, what that is. If I was just paying straight, 

um, health insurance, or if I had an HSA account, would it make a difference either way? What I 
had going on? Oh, look I, 25. There's that? Yeah. Yeah. On line 25, you, you contributed to an 
HSA and line 29 is your you're self employed health insurance premiums, which are coming 
directly from your K one, 

where right now on the screen, I've, I've, I've, I've kind of toggled over to you to your S 
corporation that that was prepared in Oh seven. And if you look at, if you look at, um, line 16 on 
this K one here, it says 11,610. Yes. If you go, then if you scroll down, you'll see the backup for 
that. 

And one of those, one of the, is a line items involved in that 11,006, 10 is the self employed 
health insurance of 57 60. So if you toggle back to your personal return, you'll see the 57 60 
online 29. So that was correctly, correctly placed on the tax return. So that's great. So let's give 
people the big picture of what all of this means. 

Let's say that somehow we had missed this. We hadn't taken these health insurance 



deductions. And now my, so explain what the impact of that would be by showing us a sort of 
what using my own return. Uh, if I had, if I had overlooked that are five myths that are, if my 
CPA, right? If, if you missed it, 

if someone doing their own tax return missed that, or if the preparer, the outside preparer 
missed it, one of two things, they either, they either didn't look at the K one carefully and totally 
missed it, or the person preparing their own return or the preparer will have put it on page. Let's 
see here, itemized deduction, schedule a, okay. 

Which, um, is page three. And you'll see a line item number line. I'm not lying. Number one on 
schedule. This is medical and dental expenses. Um, sometimes people when they're doing their 
own return, not knowing that they can take that deduction, what we call above the line, they 
would put it here on schedule a and as you can see, 

there's a seven and a half percent phase out of all medical expenses. So if you put that 57 60 
there, you would not be getting any deduction there. Okay. Let me try and break that down for 
people who are not necessarily going to understand that. So there's something called above the 
line and below the line deductions. And let me help people understand that if we go back to 
page one of my tax return, 

what you're going to see on page one is that I had income online seven of $89,000 in year 2007. 
Now where that income came from was, uh, I believe paid to me as salary from business. Okay. 
That's correct. You have more in you're correct. You have income from your business of the 89 
and then part of the flow through from the S-corps K one is included in this 211,000 on line 17. 

Right? So, so the 89,000 is my salary. And on that 89,000, correct me if I'm wrong, Steven, I 
paid social security taxes, like, uh, Medicare, all of those, um, uh, uh, payroll tax, like what, what 
are those calls? What would you call? So those are, those are payroll taxes. 

You would have paid as an employee of your, of your corporation. Yeah. You would have paid, 
you know, the taxes that would have been taken out were federal withholding, social security, 
Medicare, and the state. Okay. So, so I paid all of that on the $89,000 that my company paid me 
as salary and wages, but then there was this other 211,000 that you see down here on line 17. 

Some of which was profits from my company. Is that right? That's correct. And I did not pay 
social security, Medicare FICA, and all of that on that 211. Is that correct? That is that it? Well, 
the let's go, let's go to the, let's go. I'm going to toggle back to the K one here. Okay. 

And so what I'm correct, there is, there was no, there was no, um, um, so security tax paid on 
that flow through from your corporate. Okay. And is that, is that the right? Is that correct? Is it so, 
okay. Good. All right. Phew. Um, so, and, and this is, 

is this not the primary reason, or let me ask you a different way. Is this the primary reason that 
somebody would want to choose an S corporation as opposed to an LLC for their business 
entity? If you're, if you're a, if you're in business for yourself and you are the only person 



involved, you're you, your two options are going to be incorporated as an escorp, 

which you did in Oh seven, right? Or you were, I don't know when you incorporate it, but you 
know, seven, you were a Corp, or you could have been a single member, LLC, which defaults to 
basically filing a schedule. C if you see my cursor on line 12, where the activity would go right 
here on line 12. 

Now the benefit to becoming an S Corp is to, um, legally minimize the, the social security and 
Medicare tax that, that, that you would pay. Okay. Um, you have to be very careful though, 
because in the, in the tax line, the regulations, when you're involved with an S Corp, there's 
something called reason, reasonable compensation, 

right. Which is a gray area. Of course, when you're dealing with tax code, everything's pretty 
gray, and this is a big one. And reasonable compensation is a big issue involved with us 
escorts. How much salary do I take? Is this reasonable or not? Um, and that's, that's the main 
question, but, but you can, um, 

you can take advantage of that and limit your social security and Medicare tax by, by 
incorporating as an escort. Right? So, so let me go back to page one of my tax return. And so I 
paid myself what I deemed to be a reasonable salary of $89,000 for the year. And that means 
that I paid so security and all of the other taxes, 

the payroll taxes on that $89,000, but didn't pay it on the profit distributions from the company 
that were some portion of this $211,000. Had I been an LLC, a single single member LLC, uh, 
correct me if I'm wrong, Steven, but I would have paid those payroll taxes as social security, 
Medicare, etc. Taxes on the entire let's call it $300,000 of income. 

Is that right? That's correct. But part of, part of that two 11 is a flow through from trust that trust 
that you had. Okay. So if you raise, if you want to know what the actual flow for was from the 
S-corp, you're going to on the, um, you're going to go to what's called schedule E okay. Which is 
basically page 12 for the personal return. 

I'm sorry. Page it's page 11 and it's page 11 per my, uh, for the PDF I have. Yeah. But if, if you 
can see what's on the screen now, you'll see this, the schedule E and you'll see that the path, 
the, um, the flow through is 168,164. Yeah. Okay. Although that should not be under the 
passive column. 

It should be under the non passive column because you're directly involved with this business. 
Yes. Okay. Does that, so that's an error that was made, um, does that error have any effect? It 
would have effect it would have effect. Um, if you had passive losses through another 
investment via a K one, you would have, you would have, 

uh, been able to incorrectly offset this 168,000 by a passive loss that was flowing through to 
your tax return. Now that would not have been correct. Got it. Okay. If you were involved, if you 
were involved in a, in a partnership where there was a K one and it was an investment, it would 



have, it would have, uh, 

would have been incorrect. Got it. I see that. Okay. So, so now, so what we're seeing here is 
that 168,000, because I'm an S corporation, I did not have to pay any of the extra taxes, social 
security, Medicare, uh, um, all of that. Yeah. The social security and Medicare tax. You're not 
going to have to pay because you're, 

you are an S Corp, but you're still going to pay ordinary tax on that 168 full through. Right. So 
that's just, I just want everybody to understand that, that you pay ordinary income tax on all of 
your income, but you pay the social security tax and the Medicare tax just on your wages. And 
when you have an LLC, a single member, 

LLC is not the case. If you have more than one person in the LLC, but if you have a single 
member, LLC, all of the profits will pass through to you as wages. No, Alexis, there are, there 
are ways with a partnership with an LLC that, that you can accomplish the same thing. You 
have more than one person in the LLC, 

right? Yeah. Yeah. Because you can be, you can elect to be taxed as an S corporation. Well, 
now there's, there's kind of getting off the escorp track here when you were in, when you have a 
partnership LLC, where you have, uh, basically two or more people. Yeah. You can also, um, 
you know, 

kind of take a more aggressive position and say some of your, some of your profits were 
guaranteed payments and the rest would be a profit flow through, um, the K one from the 
partnership. Now, the profit flow through, um, the partnership K one would not be subject to the 
self employment tax. Only the, the amount that you stated on the K one that's called guaranteed 
payment. 

So it's a little, if it kind of accomplishes the same thing as, as the escort K one, it's just a little bit, 
uh, more complicated to kind of go through What that tells us is if you're in that situation, 
obviously you need to be talking to your CPA because none of us really even knew what you 
said. So, um, 

make sure you're talking to your CPA and repeat those words that Steven just said or talked to 
Steven about it, particularly, let me ask you one other question about that, because I actually do 
have a, an LLC that I recently formed a, with a partner and we, I believe, uh, at this point have 
elected to be taxed as an S corporation. 

Does that accomplish the same thing? Um, it doesn't and it doesn't. Okay. Is that something we 
need to talk about offline? Yeah. Okay. All right. So if you're in that situation, you need to talk to 
your CPA, uh, or talk to Steven specifically about ensuring that you are receiving the same tax 
benefits. Okay. Um, 

I'd like to, I'd like to bring up one more thing if I could. And, and, and in the, in the choice of 
entity, um, you can do the S corporation like you did. Um, you can do the single number, LLC, 



which the activity is then on the schedule C, which you see here in line 12, 

schedule CS, if there is a schedule C on your tax return, the, your audit potential goes up. Yeah. 
Especially if the numbers are big and they will audit these quite a bit. And what they're looking 
for is backup and corroboration with expenses. They want to make sure that you have all the 
backup for these expenses, and they want to make sure you're recording all the revenue. 

One way to two ways to get to two, to get out of that, uh, possible audit risk is to form an S Corp 
or an LLC. Now, if you're, let's say, let's say you have a husband, and let's say you have a 
husband and wife, um, and the husband or the wife decides to go into business for themselves 
and they want to be an LLC. 

Then what we kind of are advising is that you put your spouse on as a one to 3% member, and 
then the activity is taken off the schedule C and put on a partnership tax return where the 
scrutiny in the audit potential goes way down, because there are millions and millions of LLCs 
and escorts out there. And the potential for audit decreases significantly. Right. 

Well, I had heard that there is a five to seven times greater risk of audit. This could be an 
approximation, uh, if you are a sole proprietor or it sounds like if you have a, a single member 
LLC reporting income on the schedule C you correct. Okay. So, so that's just a reinforcement for 
all of you out there who are sole proprietor still, 

or it looks like if you have that single member, LLC, and you're reporting that income expenses 
on, on the schedule C I am a Testament to this, my own tax return for 2005 was audited. Uh, I 
believe that there were a couple of issues, one, and, and that's part of the reason that I'm doing 
this. Uh, one issue was I was a sole proprietor. 

And the second issue was that my, um, CPA at the time reported $25,000 worth of gifts on my 
schedule C gifts I had given, um, which of course would have meant that I would have had to 
have given a thousand gifts because you can only give gifts up to a $25 limit. So that was 
something I, you know, had I looked at my tax return, 

I would have, I would have seen that if I would've known what to look for. And so I'm doing this. 
Yeah. Um, so can we look at these schedule C for just a minute here? Um, on the screen? I do 
not. So what we can see on my schedule C is that, uh, that I don't have, 

I have $855 on there. Is that right? That's correct. Do you have $855 of revenue? And then you 
had a classic good soul of $855, which is probably the, you know, the purchase of, of, of, of 
health supplements. It looks like, right? Yeah. I think that, uh, I think at this point in time, 

I had a, um, something to do with MonaVie, if anybody knows that's the motivated drag. I think 
that's what that is. Yeah. I have a couple of bottles in my fridge still. Exactly. So, uh, so that's 
what that was. Um, but other than that, you can see there's nothing showing up on the schedule 
C because that's not where I'm reporting my income and my expenses for my business. 



Those are being reported on the S-corporation return. And so if we could just go over to the 
S-corporation return, so people can see that, um, for a moment, uh, what happens is that the 
S-corporation return reports all of the income and expenses for my company. And then you've 
heard Steven referencing the K one, the K one, which we can look at again as well, 

is the document that the corporation issues to the shareholders, I'm the shareholder of the 
corporation to show the, what, what needs to be reported on the shareholder's personal return. 
Did I explain that correctly, Steven? Okay, good. Alright. So what you're going to see on this is 
that on my K one, uh, it gave me and my accountant at the time, 

all of the information that I needed to report on my personal return. And, uh, and then you 
mentioned that there was that also that irrevocable trust income that I also reported, and we'd 
go back over to my personal return now. So if we go up to the beginning again, of my personal 
return, what you see here, as you see, 

I have my $89,000 of wages. That's what my company paid me. We've got the taxable interest. 
So that's, whatever the bank paid me on my money that I have in the bank. Some ordinary 
dividends at a thousand dollars. Those you see, I didn't have a whole lot of investments. 
Everything was invested in my company. And then I had this online 17, 

the bulk of my income came as a profit distribution or reported income. Let's call it that reported 
income from my company, from my S corporation. And then the irrevocable trust. Now what's 
interesting about the irrevocable trust, the income from the irrevocable trust. This is an 
advanced, this is an advanced estate tax, um, an advanced asset protection strategy that I use 
personally, 

um, all of the businesses that I have started since, um, uh, learning all of this, I don't own any of 
them any longer. I had to own this. S-corporation you see, because it's my law firm and a law 
firm, you have to own, you have to own the entity personally. Uh, it's a professional corporation, 
but any other businesses that I start at this point, 

other than, other than if it was another law firm, uh, would be owned by my irrevocable trust. So 
we set up this irrevocable trust for asset protection purposes, because one of the, really the only 
way to have airtight asset protection is to not own anything. Okay. There's lots of other asset 
protection strategies that we can put in place for people, 

but the very best form of asset protection is not to own anything. And so what I did is I had my 
grandmother create an irrevocable trust for me. Um, she put a thousand dollars into this 
revocable trust. So less you say, this is just for wealthy people. It's absolutely not a, she put a 
thousand dollars. She made an S she made a $1,000 gift to me. 

Um, many of us have a grandmother who can make a $1,000 gift or a parent. And, um, she 
made a $1,000 gift to me in this irrevocable, trust this irrevocable trust and use that $1,000 to 
start a business. And that business then, as it has income, that income and those profits and 



everything flows through to the irrevocable trust, which you saw reported, 

I think $43,000 or something like that. Right. I have it on the screen, 43,109 it's. Yes. Right. And 
so those, I get taxed on that. I get taxed on that, but what's cool about it from an asset 
protection standpoint is that if I ever get married and then divorced again, uh, or if I were ever to 
get into a car accident or have somebody, 

you know, in one of my other businesses Sue me or anything like that, I don't own the assets 
that are owned by the irrevocable trust. I am the beneficiary of the trust, and I can control an 
element of it. I can control the investments of it, but I do not control the distributions of it. If I 
want to take money out of the irrevocable trust, 

let's say I wanted to take that $43,000 and do something with it. I would actually have to get 
approval from my independent trustee. So this is a little mini advanced asset protection lesson. 
And for any of you that find that interesting and would want to do something like that for 
yourself, uh, make sure to, uh, to get in contact with us because it is, 

it is excellent asset protection for you. It is, it is not an inexpensive strategy. It's actually quite, 
um, well, somewhat expensive to set up, but once it's set up, you can start any number of 
businesses through your irrevocable trust. And they're not only protected for you, but for future 
generations as well. And they also have some estate tax benefits. 

And, um, uh, especially if you're looking at a business that is going to grow substantially in 
value, and that you're one day going to sell, um, it keeps those assets out of your, for state tax 
purposes, which can ultimately save your family 50%, uh, depending on what the estate tax rate 
is at the time of your death. 

So some really great benefits, um, definitely some transaction costs to set it up upfront, but well, 
well worth that. If, um, if these are the, you know, some of the things that you want to make sure 
that you're preserving for your family, not only for one generation, but for multiple, multiple 
generations down the line, it's a little, 

uh, a little detour there. Let's go back, um, to, uh, now up to page one of my own personal 
return. So all of these things here, these income items, when you add them up, you see, we get 
to line 22. That's my total income $300,000 was my total income for the year of 2007. Now that 
doesn't necessarily mean Stephen, 

that I actually received all of that money. Does it? That is correct. Yeah. So talk about a little bit, 
uh, if you, if you would, about how that can happen. Cause sometimes I think people are 
surprised about that. Like when they own a company, sometimes they get taxed on money that 
they haven't actually received the use of personal. 

We call it, we call that we call that Phantom income in certain situations. Um, the, the, the, the 
most popular way that this happens is that if you're in a partnership or an escort and 
the<inaudible> flow through of income, um, might be more, or might be less than, than what you 



actually received is a distribution from that entity. 

Now, for instance, let's take an example. That's not here. If you, if you had net income from an S 
corporation of a hundred thousand dollars, and that a hundred thousand was still in cash, but 
you only took a draw of 50,000. You're not going to get taxed on the 50. You're going to get 
taxed on the hundred, the difference between inc revenue and expenses. 

And one of the reasons why that happens is that, well, I'm getting taxed on a hundred. I took 50 
out, it leaves me 50 in the bank, and I need that 50 because I have all these expenses come 
January, or I know I have these, you know, I want them, I want to, uh, keep the money in there 
to, 

to, to keep the company growing. So that that's the most popular way that this happens, where 
you get text on more than what you actually received. So, um, let me tie this into another 
concept that you've heard before in this lift program. And, uh, let me try and simplify it for you 
within this context in, in, and this is another asset that protection issue that we've talked about. 

At some point you may have heard me talk about possibly a Nevada entity as your chosen 
business entity, because in Nevada, when you use a Nevada entity, is your chosen business 
entity entity. If somebody sues you, there's something called charging order protection, meaning 
that they're only remedy. If they see you and receive the judgment against you would be that 
they could get a charging order against your entity. 

All right. So let's say that that's the case. What does that really mean though? What it means is 
that they would get a K one from your entity, but they would not necessarily get the income. So 
this Phantom income thing is the exact reason that you would potentially want to incorporate in 
Nevada for asset protection is that if you did get sued, 

and if there was a judgment issued against you, now you could give the creditor Phantom 
income that they have to pay tax on, even though they don't get a distribution of the assets. 
Okay. So, um, uh, that's, that will help you to understand the charging order issue that we may 
have talked about previously, but from your perspective, in terms of what you're being taxed on, 

and the thing that you need to be looking at is sometimes you're going to look at your tax return, 
and you're going to see a number here on line 17, and it's going to seem really big. You're going 
to say, wait a minute, I didn't spend all that money and it doesn't have to do with that. You spent 
all of that money. 

It has to do with this is the income that you're paying tax on, even though you didn't necessarily 
take the money out of the company and use it for your personal assets, you may have kept the 
money in the business and reinvested in the business, or, um, uh, it may be, it may be sitting in 
the business bank account, or it may not even be sitting in the business bank account. 

Um, but it may not feel like you used it personally. Okay. So, so that's something important to 
understand. We are taxed on all of our income from every source. That's the definition, uh, 



when we say, okay, well, what are, what are we taxed on here in the U S we are taxed on all 
income from every source. 

Okay. So that is the number that you're going to see their online. 22 is all of your income from 
every source. Now, ultimately though, what you're really taxed on what you're really taxed on 
and against even cross me, if I'm wrong, is your adjusted gross income from line 37? Is that 
right? Um, no, you're not. You're taxed. 

I'm going to page two of the 10 40. Okay. And your, your, your taxable income is line 43. Now 
your adjusted gross income, which you referenced does line 37. You get to deduct from that 
your itemized deductions and personal exemptions. Gotcha. Okay. Okay. So let me come back. 
Cause we're talking. So these above the line deductions are all 23 through 36. 

Is that right? Um, 2335, correct. Okay. So remember, a few minutes ago, we talked about above 
the line deductions above the line. Deductions are items that you deduct above the line 
anywhere between line 23 and 35 here directly off of your income to calculate your adjusted 
gross income. So you see, I have $39,000 of above the line deductions. 

These are things like the health savings account, the self employed health insurance, my 
alimony that I paid and my IRA, um, for some reason I'm not seeing student loan interest 
deduction, maybe it's because my income was too high and it got phased out. Does that sound 
right? Okay. So you want to be looking very closely at line 23 through 35 on your own return 
and saying, 

okay, which of these things did I do? Did I have moving expenses that, um, that I qualified for? 
Uh, and if you did, if you think you did, and you don't see anything on the sign, you need to say 
your CPA, Hey, what about these moving expenses? And maybe they say, Oh, well, they were 
phased out or they weren't qualified. 

Um, uh, um, I'm seeing here, I didn't do any sort of a self employed step simpler qualified plan. 
Maybe that was an error because I could have taken an above the line deduction. Every dollar 
that is here in this section is worth how much to people average in terms of tax savings. What'd 
you say? I'm sorry, what was that? 

So, so what, in terms of these numbers here, every dollar of these numbers in the above the 
line deductions would be worth on average, how much in tax savings? Well, it's, it's, uh, it 
depends on the, it's the bracket that you're in the margin, Yay. That people are in a 25% tax 
bracket. We're just making that up. 

Used to be. Yeah. Right. So if you took 39,004, 10 times 0.25, it's saving you $9,853. Okay. 
Okay. So, so, so this, so $40,000 saved me almost $10,000 in taxes. Correct? So, so if you're in 
a 25% tax bracket, each, each item that you're able to take away from your income above the 
line here is going to save you 25%. 

Every dollar saves you 25%, if you're in a 25% tax bracket. Okay. So the, these items are items 



that I would have had to pay tax on. Had they not shown up right here. So you really want to 
look here closely and make sure that you're maximizing the numbers that are here. And one of 
the things that Steven showed us is that a lot of people, 

especially if you're filing your own taxes, you might not know that you can take the 
self-employed health insurance deduction on line 29. You might instead report it in the other 
place. I said, yeah, can't remember where you said that that was where it would end up with no 
with no deduction. Okay. So that, that's really important for you to look at those are all above the 
line deductions. 

Then you get to these below the line deductions, which are your itemized deductions. So let's 
look at, those are itemized deductions on line 40. Where do we see what those were? What are 
these itemized deductions that I took from my forties, These itemized deductions show up on 
schedule a, which is right on the screen right now. And if you start from the top, 

you have medical and dental expenses. Now these have to exceed seven and a half percent of 
your adjusted gross income. Okay. Which was line 37, 38 of page one. And as you can see, 
seven and 8% of two 61 is $19,615. So in order to start deducting $1 of medical expenses, you 
have to have $19,616 of medical. So young, 

middle aged, hopefully healthy people. Usually don't get to deduct much of anything for medical, 
which is good. Cause that means you're not sick. Right. Uh, the next one Be deducting it 
through yourself, employed insurance premiums, Um, self-employed health insurance. You're 
already deducting on above the line, like we talked about. Right. Um, and then actually through 
the health savings account, 

you can pay, you're getting the deduction for the health savings account on page one. Um, and 
then you can pay some of these expenses, uh, out of that health savings account, because you 
wouldn't normally be able to deduct those, uh, those medical expenses, but the HSA 
contributions you can. Right. And so I have to say that for those of you that have insurance and 
do not have a health savings account, 

uh, type plan, I really encourage you to look at that because it is absolutely, uh, one of the best 
savings opportunities because you get to set aside. And in this case, I set aside $5,600 that 
came out of my income. So remember that just saved me 25% of that with Sam in the 25% tax 
bracket that saved me 25% of that in taxes. 

And that's just sitting in an account ready to pay my own, my own, uh, my own medical bills. 
And plus I was also able to deduct those premiums. Is there anything that we need to know, um, 
about, uh, being able to duck to the dock insurance premiums, uh, under the self-employed 
health insurance plan or anything like that, 

anything specific that people need to know to make sure that they're able to do that The, the, 
the self-employed you have to be self-employed, whether it's a schedule C a sole proprietorship 



single member, LLC, whether you're a partner in a partnership or you're an Corp shareholder 
that would qualify as a self employed in any, any, any insurance premiums would be, 

would be deductible on line one. There are certain insurance premiums that are never 
deductible, disability, insurance, and health insurance. I'm sorry, not health, but life insurance 
and disability insurance. Okay. But, but, but the health insurance, as long as you're self 
employed is deductible. That is correct. I mean, this is like a key reason, 

I think, for everybody to start a business. Right. Um, Correct. Now the one, the one drawback, if 
you're, if you're, if you are a sole proprietor, single slash single member, LLC, and you are 
paying premiums, health insurance premiums, and in the first year or two of your business, you 
have a net loss, 

you will not be able to deduct those, that health insurance Got it. So you need to make sure that 
you don't have a loss, but You have to have, you have to have income because if you have a 
loss, then it, it, it, it, it ends up transferring over to schedule a here, which I have on a screen. 

And it goes into line one with all your other medical and depending on your AGI, you might not 
be able to deduct anything. Okay. Got it. Got it. That's that's good information. So you need to 
have some income, but you don't, you know, you don't need to have a lot of income. You just 
need to have Just enough to, 

uh, pretty much cover the premiums that have been. Yeah. Okay. So, so for, for, for those of 
you that are listening to this that have not yet started your business, you've been thinking about 
starting a business, start a business, have enough income to pay the premiums of your 
insurance, at least get to, uh, uh, 

get to the doctor insurance and, and, uh, you know, there's other benefits that come with with 
having the business. So these are just some of the ways that you can be converting some of 
your, uh, expenses that you already have into, uh, into deductible expenses. So let let's talk 
about what else is down there then that people, 

uh, what else is in those itemized deductions? Well, the itemized deductions here, uh, if we go 
down really quickly, this, this is going to apply to, um, people with, or without businesses. Okay. 
Um, taxes, you paid lines five through, um, five through eight are our state income taxes, 
general sales taxes, 

real estate taxes, not if you own a home, you're going to be able to deduct the real estate taxes. 
And then if you go down farther to line 10 through 14, here we have, um, home mortgage 
interest, which is, you know, which is the biggest deduction, uh, on this schedule, usually for 
people who own a home. 

And then there are points that you'd be able to deduct. Now, the points you can only deduct the, 
you can deduct a hundred percent of the points on the, uh, the first loan of, of the first mortgage 
that you get for your, your house, any points on refinancing, you have to amortize it over the life 



of the loan. 

And when you say the first loan that you get on your house, um, uh, is it the first loan that you 
ever get on a, on a, on a house or you mean, um, the first loan on each house? The, well, the, 
the, the points are a hundred percent deductible on the first home. When it's your first, 

the original purchase<inaudible> of any home. It doesn't have to be the first purchase of a home 
that you've ever made. Do you understand what I mean? Like it's not a first time buyer thing. It's 
a, yes, That's correct. That's correct. You could, you could have a house, um, in year one and 
pay points, and then a year later sell the house a year later, 

buy another house, as long as it's the, if it's the first, it's a new house at the primary purchase of 
new house, you'll be able to deduct a hundred percent of those points. Okay. And the points for 
those of you that have no idea what you're talking about, uh, points are the upfront, uh, interests 
that you pay interest, 

maybe isn't the right word. It's the, it's that upfront percentage that you pay. Yeah. Kind of a fee 
upfront that you pay. Um, and sometimes if you, if you, um, if there's greater points, your 
interest rate can come down. And so you want to think about that whenever you're negotiating 
your mortgage. It's the first, if it's the first loan on the house, 

you can deduct those points from your taxes, where if it's so you, so you'd be willing to pay 
higher points on a, on an original loan than on a refinance where you can't deduct those points. 
Well, the refinancing, if there are points involved, you have to amortize it. Got it. You handed 
down to them, just not all at once. 

Correct. And then if you refinance again, then the points that you are amortizing on the previous 
refi, you get to write off a hundred percent and then you will amortize the new points. Got it. 
Okay. So, uh, that's good information for those of you that are, are considering refinancing and 
are able to do that. Um, uh, 

or if you're, if you're purchasing, um, um, and taking out the first, the first mortgage. Okay. So 
that those apply to whether you have a business or not good. So let's, let's continue with, uh, is 
there anything on the itemized deductions that we need to know, uh, that apply to us, 
particularly as business owners, 

If you go to, if you go to a line 16 and 17, which are basically the charitable donations, um, when 
you're involved in a business that is a partner, when you're a member of a partnership or a 
shareholder in an S Corp, and that's, you know, either one of those are your business entities, 
you can make gifts to charity through those entities, 

but they are non-deductible at the corporate level or the partnership level. What they do is they 
flow through on that K one. We were looking at earlier, they flow through that K one, and then 
you're able to deduct it. You take it from the K one and put it on this schedule, a online usually 



it's, um, line 16. So you want to, 

you want to make sure that if you, uh, are you do get a K one that, that they charitable donation 
from the K one is properly recorded on scheduling online 16 So that you don't lose it because if 
it does, yes. And so when you have an S corporation, uh, and you're making charitable 
contributions, it does not matter at all, 

whether you make them personally or through your S-corporation, because the effects will be 
exactly the same. Is that what you're saying? That's that is correct. Now, the only, the only, um, 
the donate, the only donation, that's not deductible as a political donation. So if you were, if you 
were involved with your business entity and you were doing fundraising for political candidates 
to get some kind of favorable zoning, 

and you make the donation to the committee of, you know, John DOE, those political 
contributions are not deductible and, um, And never will be on your personal return Or your 
business. Right. It's just as, um, basically an accounting expense, but not a tax IX, you know, 
not an income tax expense. Got it. Okay. 

Um, alright, so let's go back then. So, so those are itemized deductions. Um, let's go back up on 
the, uh, on the personal return. What else do we need to be looking at here? We looked at the 
itemized deductions. Um, I'm not finding where's my, there we go. Is the personal return on, um, 

So that's the itemized deductions on line 40. So now you see, we take away the itemized 
deductions, and now we're down to 223,000 of income. I'd like to bring up one more point on 
scheduling. Yep. Great. Okay. Okay. Let me scroll down here for, for people who are for people 
who are not involved with their own business. 

I just wanted to make note that people who work in sales and in our employee of a company, 
um, or, or any other type of jobs, side sales that involves out of pocket expenses where your 
company doesn't reimburse you line 21 on schedule eight here, um, transfers from form 2106, 
the unreimbursed expenses you might incur as an employee, that your company hasn't 
reimbursed you for. 

A lot of people will miss this here, and that can become, you know, substantial. Um, Got it. So if 
you have unreimbursed expenses from, from a company or your company, Well, now, if you're 
an employee of a company, if you have your own company, the expenses are shown 
somewhere else. I just wanted to make note of that for people who are not, 

who don't have their own business. Okay. Um, alright. So now looking as well, um, are there 
any other, are there any other itemized deductions that as a business owner, I would want to 
know about where are all of the deductions going to come in for the business itself? That's all 
going to come in through the K one, right? 

It's correct. What you have at the partnership level, the S Corp level or the, um, the schedule C 
sole proprietor level, the expenses, if it's through the partnership, um, it's recorded on the 



partnership books and then net income then, or the net loss flows through on the K one to the 
individual. So the expenses are recorded at the business level on the business tax return level. 

Okay. So let's, let's look at that for a minute. And what we're looking at, what I'd like to look at is 
the, uh, U S income tax return for S corporation, the 1120 S. So when you have an S 
corporation, uh, what you're doing is you, you, your corporation is going to be filing a separate 
tax return. 

And as we said, it's going to issue you a K one that tells you exactly what needs to flow through 
over, onto your personal return, this tax return, uh, which, uh, which we're looking at here is 
instead of showing all of these income expenses on schedule C, which you would not want, 
you're now going to be showing them on this separate tax return. 

So I want to make sure that people know how to read this separate tax return as well, um, to 
make sure and, and what they should be looking at. So online one here, you're going to show 
your gross revenue. So in this case, in 2007, the gross revenue of this business was 1,000,030 
7,000. So that's all of the revenue that came in through that year. 

And it looks like maybe there was some other little item of income. Um, but that was all of the 
revenue, a million dollars of revenue in that year. And then in order to determine what flows onto 
the K one is you take deductions. So you can see here. One thing that was deducted was my 
$89,000 of wages, which we saw on my personal return and other deduction that we had was 
salaries and wages for other people, 

which were about 175,000. There's some repairs and maintenance, rent, taxes, and licenses, et 
cetera. But the real thing where you really need to be looking, I think is on this other deductions 
you see here, I had 506,000 of other deductions, and you need to look at that pretty closely 
because am I correct Steven, that that's, if there's red flags, 

that's where they're going to be, Right. That, um, that carries over to statement three, which I 
have up on the screen, and then you'll see all the different line items of expenses. And, um, 
Okay. So these, these other deductions are really important for you to look at before you sign 
this return, because you want to, 

especially, I think you want to look at the big numbers, the big, big, the bigger numbers and say, 
does this sound right? Um, because it, it doesn't sound right to you. It's not gonna sound right to 
the IRS either. So, so we're looking at this now. Um, tell, tell me what, what I would want to be 
looking at here, 

that to know if something doesn't sound right. Well, if you're, if you're looking at the other 
deductions category, um, one thing that, that always sticks out to me, um, is miscellaneous 
expense. And I don't, I don't see that here, which is good because to me, in my opinion, there's 
no such thing as a miscellaneous expense. 

Now, if you're, you know, if you're, if you're looking at this statement here via the return and you 



see miscellaneous miscellaneous expense, let's say, uh, instead of contract services, it says 
miscellaneous expense, $76,038, you're going to want to immediately call who's ever doing your 
bookkeeping in the texture and say, what is this, um, another area where you would want to 
kind of question is, 

uh, office supplies and expense who's ever doing the accounting or the bookkeeping. 
Sometimes they might lump a lot of stuff in there where it should be segregated, segregated, at 
least separate Lily stated as its own line item, so that it doesn't stick out like that. Now these, 
these, um, these categories you have here, um, seemed fine to me. 

Yeah. And, and, and it's the reason they seem fine is because the CPA that I was working with 
would this specific return was, was very good. Um, uh, they, they, and they were working in 
conjunction with my bookkeeper to make sure that everything was broken down. These 
numbers are going to come right out of your, out of your daily books, 

the books that you keep and, uh, that you need to be looking at with your bookkeeper on a 
monthly basis, and really probably should be set up originally with the input of your CPA or 
whoever's preparing your taxes. Do you, do you agree about that? Right. I always, I always, um, 
I always, there's a, there's, 

there's, um, a certain percentage of clients that want to do their own bookkeeping just to save 
on the cost. And that is fine. I just tell them that, let me sit down with you and get you going, let's 
get started on the right foot because, um, if not, and they keep making mistakes, it takes a long 
time to clean that stuff up. 

So good to have the CPA on board, right. To set you up on the software you're using and just to 
start off on the right foot. Right. And is this all going to be reflected through the original setup of 
the chart of accounts? That's correct. Right. So what, so, and this is something that I struggled 
with for my first couple of years in practice, 

because I kept, I didn't understand the chart of accounts. And I kept, um, really wanting to have 
a conversation with my original CPA, the one who I later found out wasn't that great about 
helping me to set up my chart of accounts. And again, and again, she would say to me, well, 
there's lots of different ways you can set up your chart of accounts. 

And she really wasn't giving me clear guidance and direction. And I just wanted her to tell me, 
okay, just do it this way. Um, and instead what she was saying was, well, it depends what you 
want to know. And, you know, you know, things like that, the key is, is that your chart of 
accounts is what is ultimately going to end up in these other expenses, 

um, other deductions. And so you need to make sure that your chart of accounts is set up in a 
way so that there is not a miscellaneous expenses category, because as Steven saying, there is 
no miscellaneous expenses, you need to categorize it as something. And then each month 
when you are doing your books, or when your bookkeeper more importantly as doing your 



books, 

because that's, who should be doing your books, they need to be coding everything correctly. 
Because of course this information is only so good as what comes out of the chart of accounts 
and what comes out of your bookkeeping software. And I see, I see that you do have 
miscellaneous expense. So, uh, let's see when it's hard. Oh, I do look at that. 

Okay. Let's low $2,000. So not, not 41 58. Yeah. So that's not, that's not bad, but I would, I 
would still have, um, uh, allocated debts to a different line item. Got it. And so the re so let's, I 
mean, look at why that would happen. The reason that would happen is because these 
expenses came in, 

uh, and no, we didn't look at them at the time. And then by the time it was time to do the taxes, 
we probably didn't know what they were. And so they throw them in a, in a miscellaneous 
expense. Right. And, and, you know, it's an immaterial knock cause it's so low. Yeah. The other 
thing I want to bring up too, 

since we're, we're looking at these other expenses, is that credit card use amongst business 
owners is becoming very prevalent. It's becoming very big. And I have clients that, um, will 
charge all their stuff on a, on a company credit card and take the position that it's a hundred 
percent business. And I asked them that and they say, it's a hundred percent business. 

I'm like, okay. So what we do is we take the credit card statement and we allocate, we take each 
line item and we put it on a spreadsheet so that it's each in their own individual category and 
then make an adjustment on the books at year end for all these credit card expense, it's going to 
be travel and entertainment meals, tra travel and entertainment, 

meals, postage, um, anything else, you know, gas, anything else you can think of now, it's very 
important that if you are using these credit cards to keep the receipt, the credit card statement 
along will not cover you under audit. You have to have the receipt. And what, like for my 
business, I, on my American express, 

I save every receipt when I get my statement. And I, I, I highlighted and staple the receipts to 
the, um, American express statement. Now with meals and entertainment, you have to go one 
step further, and you got the document, um, who you, who you were with and what you talked 
about. Got it. And so this is guys what it means to be audit proof. 

Okay. Uh, being out of prison just means having these, having these receipts and having the 
documentation proper so that when you are taking these expenses and you're taking these 
deductions, that there are, that there's backup for everything. And one thing you may want to 
look at is getting a tax diary, um, that you just put on your car and you put it in your car, 

on the front seat, and then you take your, take your receipts. You put them in the tax diary, uh, 
you writing the tax diary, uh, every time you, you get back in and out from a meeting or anything 
like that. So that's something that you can look at as well. The key is is that if you keep all of 



these things contemporaneously at the same time that they're happening, 

it's a lot easier than it is going to be to try and reconstruct everything in the events, pinata. And 
I'm telling you that from my own, uh, personal, my own personal experience. So, uh, and we did 
have to reconstruct a lot, and it was, um, a big, huge, huge, huge investment of time and 
resources in order to do that. 

And, uh, it'll save you a lot of, if you don't, because you can't control whether or not you're going 
to get audited. I mean, you can, to some degree in terms of, you know, making sure there's no 
red flags, making sure that you're incorporated properly and all of those things, but the fact of 
the matter is if you get audited, 

what you can control is the amount of time and effort. It will take you to deal with the audit and 
how much it will side sideline, your business and your life to do, to deal with that. So, Yeah, and 
then one little footnote on the, on the, uh, travel and entertainment expenses, anything under 
$75, you don't need to keep a receipt for, 

Even for meals or for, for the meals you do. Uh, travel and entertainment is $75, uh, meals, 
meals I thought were the same, but I'm not sure. Okay. So, so talk to your CPA about that for 
Research. It cause everything changes every year. Exactly. So, so really make sure again, that 
you're, that you're getting the most up to date, 

best information and, and talking with your own personal tax preparer about this. And I think, I 
think the one thing that is abundantly clear from this is you should not be doing your own taxes 
really. Um, it's not a good use of your time unless your business is taxes. Um, you, you 
shouldn't be doing your own taxes. Yeah. 

It's very, I want to go back to in, in, in, in light of what you're just saying now, if we go back to 
your personal return, which I have on the screen, if we go to page two, there's something here, 
um, line 45, which is called alternative minimum tax. This form alone would give, you should 
give people reason to use a preparer. 

Um, this alternative minimum tax, if a warrant for computers, it would be a nightmare to 
calculate. It's very, it's very complicated and it's, ensnaring more taxpayers every year. It was, 
um, it was put into law in 1972, um, to basically tax 155 taxpayers at the time. Okay. And now, 
because of not changing certain formulas for this tax, 

it's, ensnaring millions and millions of people. Now, when it was originally just supposed to be 
for 155 taxpayer. So this is form alone, a form 62 51 is a nightmare. And so with the alternative 
minimum tax, is there anything that we can be proactively doing to reduce the chances that we 
get stuck with the alternative minimum tax? Cause that's not a good thing, 

right? Right. Well, it's hard to avoid it because what ha there's different ways that you can get 
into all what we call all men. Um, one, one big, two big things that puts you in it are heavy 
property, a lot of property taxes and a lot of state income tax. So for instance, if you're living in 



California or New York where the state income taxes are extremely high and the property values 
are higher, 

which means the real estate taxes are high, or if you own multiple homes, it's gonna put you in 
that alternative minimum tax, whether you like it or not, there's no way to avoid it if you want 
these homes and that's where you want to live. Got it. So does that mean that you're not able 
then to doctor you don't get the benefit of the deduction for the property taxes in those States? 

Basically. That is correct. It's basically, uh, it's basically a backdoor tax. Wow. And it does limit 
that. It does limit your deduction. Got it. Okay. Well that, that's good for, for folks to be aware of. 
Okay. So is there anything else? Um, I see that we're at the end of our time here. 

Is there anything else before we go that we really need to make sure that have paid attention to 
on this 1120, this form 11, 20, other than these other, other deductions category, other 
expenses category, is there anything else we need to absolutely make sure that we look at 
before we sign this return? Well, you just, you know, you want to, 

you want to look at, um, because of the reasonable compensation issue, you all, you want, you 
want to have a number in line seven under compensation of officers, because if there's, you 
know, if there's nothing there and you have, let's say this 89, wasn't there in your example, and 
you had this flow through of 168 grand, 

or actually would be higher than that. Because if the 89 wasn't there, it would be a $257,000 
flow through, uh, that would, that's a huge red flag for the IRS because they want to stay, want 
their social security and Medicare tax, which means they want to see the officer, uh, get paid a 
salary. Okay. So, so that that's big right there. 

I mean, in any also want to check the name, the address, make sure you have the right, uh, fin 
number or the employer ID numbers. It means the same thing. Um, because that can cause a 
headache if it's one digit off. Um, other than that, it's, you're basically checking the, all these 
expenses. You saw these line items here. 

You see. And then when we were looking at statement three, for the other deductions, you 
basically want to compare that to the general ledger or the trial balance from your accounting 
system to make sure that everything was entered correctly. Right. Because if anything is 
missed, if anything's not, if it's missed, you lost the benefit of it, You lost the benefit. 

And they also, if, if the preparer, um, is in a hurry and no, it's not balancing because they, they 
transpose the number of, they just are just under the gun. They're going to put that adjustment 
somewhere else. And that adjustment might kick in and, you know, kicking the IRS IRS to look 
at the return. Right. 

And, and, and this is the reality. I mean, especially the closer you are to tax time is when you're 
getting your information to your CPA, uh, what is the best thing that people can know about 
getting the best service from their CPA around tax time, in terms of what can they do 



proactively, uh, to make sure that they are reducing the chances of error Well in our business, 

it's good if you have, if you have your own business, whether, you know, whether you're, 
whether there has to be enough corporate file or a partnership return filed, and you want to file 
your personal return on time, it's best to, to, to have the information into, into the preparer 
sometime in February. Okay. Or you extend all the returns and have the prepare or yourself. 

We'll do it in the summertime when the crunches is not there. Okay. Is there any downside to 
filing an extension? There's no downside at all, what you have to do with an extension. If right 
now I have on the screen, your corporate terms. So we'll start there. There's no, there's no tax 
to at the corporate level because it's a flow through entity. 

So the extension that is filed for this, there's nothing that has to be sent. There's no money to 
has to be sent in. Um, your CPA or your enrolled agent will send it in. Now, there is an 
extension for the state and you would have to pay the tax with the extension at that time, that 
net goes for your personal return to, 

if you want to extend, and you have a refund, there's no problem. If you want to extend. And you 
know, you're going to all money, you kind of have to estimate what you think the balance due is 
going to be, send a check in with the extension and then you'll have for your personal return, 
you have until October 15th to file that return for the, 

for the business returns, the partnerships, the escorts, if you extend it, you have until September 
15th to file it. But you have to remember that the extension on the individual side, the extension 
is not an extension of time to pay. It's only an extension of time to file. So you should have 
everything paid in by April 15th on the individual side to avoid any penalties. 

Yeah. You need to estimate, and probably you need to estimate height is right. As you're 
saying, otherwise you pay penalties, right? And so just keep that in mind that when you are filing 
an extension, you are not getting an extension to pay. It is merely an extension to file. You've 
got to pay a, you pay what you think that you're going to have them do. 

And, and your, your preparer should be able to tell you that based on projections and hopefully 
you overpay and get money back. And a lot of people will ask, a lot of people will ask, well, why 
am I extended into a return if, for instance, I, I know if I'm getting a refund. Well, I have, I have 
quite, 

I have many clients who are involved in investment partnerships or escorts where the, the, the 
entity is so complicated that they automatically extend it. And so that they can do the work in the 
summertime. And then the clients will get their<inaudible> it starting in the summer because 
they have to have them out by September 15th. And he really, if a taxpayer is involved with a lot 
of investment,<inaudible>, 

he's going to have no choice, but to file an extension because those K ones aren't going to 
come in until August or September. And that's why, that's why a certain percentage of people 



will file an extension so that they can put the right. They can put the, the accurate numbers on 
their tax return. Okay. And so some people have heard, 

um, that they are less likely to get audited if they get an extension and file after, um, later, later 
on, is that true? Well, there's no, there's no proof of that. Okay. The, the IRS has their formulas 
for audits, and it's very, it's very confidential. Right. But in my experience and my business 
partner's experience, 

who has, you know, probably 10, 15 more years experience than I do, we find that, um, the 
audits are picked for returns that are filed by April 15th. Oh, interesting. Now that's just a trend 
that's not, and it could change at any time. Yeah. It's just a trend that we see, uh, you know, 
there's no backup for that. 

There's no proof for that. It's just what we've seen, uh, in trends over the last 20, 30 years. 
Right. Right. All right. Anything else that you want to add before we say goodbye for today? This 
has been incredibly helpful. Uh, I think, um, I've learned a lot just by, uh, going through this with 
you myself. 

Um, is there anything else that you think that we, that we missed that we absolutely need to 
make sure people know It's just, you know, be proactive with your own tax return. And when you 
get, you returned back from your preparer, you know, sit down at the kitchen table or the dining 
room table with a cup of coffee and go through the source documents that you gave your 
preparer and, 

and, and go through it, if you can, to make sure that they picked up the right numbers. Yes. Now 
sometimes those source documents are very confusing to read, and that's why they're using it 
prepare in the first place. But, um, you know, if you can get educated in those documents, uh, 
you can do the return yourself, 

or you can at least check the numbers and make sure they're correct. And, and I think that the 
important thing is, do not be afraid to ask questions, um, do not be afraid to go back to your 
preparer and say, Hey, I don't understand this. What, what is this, this number doesn't seem to 
be lining up. Um, 

and, and if you're working with a preparer who doesn't is not available for that sort of thing, or 
someone in their office is not available for that sort of thing, you have to, you know, consider 
whether that's the right relationship for you. Um, and, and then find someone who, who is going 
to be able to accommodate that kind of a situation. 

Also understanding that if you get your information and very close to a tax time, they're not 
going to be able to give you their attention then. So that's going to have to be a situation where, 
uh, there's going to be an extension filed and they'll get to you when they can. Um, so the, the 
earlier you can get the information to them, 

uh, of course the better it's going to be for you and for your tax preparer as well. That's correct. I 



agree. Yeah. Yeah. So thank you so much, Steven, for being here again, if you want to reach 
Steven directly, um, you can absolutely do that. Uh, Steven, go ahead and give out your self 
and not yourself, 

a number, your email address, and, um, and your phone number once again, Right. The phone 
number, once again is (312) 981-4141. And my email address is Steven S T E P H E N dot 
spent Alla S P as in Paul, a N O L a at swindler, SW I D L E R Espanola, S P a N O L a.com. 

Okay. So Steven dot spinola@swindlerpanola.com and, uh, they absolutely would, would love 
to hear from you if you're ready to work with a, uh, a CPA who is, I, I understand not just going 
to follow your return, but help you be more strategic as well. Do you only work with people in the 
Illinois area? Did they have to be in there? 

We, we have, we have multiple clients all across the country and we also deal with, uh, um, 
people who are working out of the country, um, and that, uh, that makes up a certain 
percentage of our business. So that's not a problem being out of state. Okay, fantastic. And we 
are a small, we're a small firm, 

so it's not, you know, you're going to be dealing with me or my business partner, and we don't 
hand you off to, to somebody we're the ones actually doing the work and emailing the clients 
back, calling the clients back. So, Right. And do you have an ideal client profile in terms of who 
you do your best work with, um, 

that you can share with us? Well, we, we handle a lot of individual and business clients that 
range on the individual side and it's, um, pretty much all service type businesses, uh, where you 
have, um, sole proprietors who are real estate agents, lawyers, doctors, advertising agents, um, 
on the business side of real estate law firms, 

architectural firms, marketing and advertising services. A lot of, lot of it's all service. We don't, 
we don't handle any manufacturing or anything like that in our primary. Um, our primary 
business is tax work in both the individual and the business arena with. And then I do, uh, I do a 
certain percentage of, um, of accounting work to creating financial statements on a monthly and 
quarterly basis for my business clients. 

Great. Great. So kind of more CFO type work almost correct. Yeah. Great. No, Uh huh. Well, 
that's extremely helpful. There's a lot of people listening in who I know who I know need that. So 
you can reach Steven at the number that he mentioned. Also his information will be in the 
resources, uh, available on our website. 

And, uh, and then of course you can send him an email as well. Steven, thank you so much for 
being with us today. I really appreciate your time and going through that with us and for 
everybody else. Uh it's, it's, uh, it's a good thing. You are here as well. This going to save you a 
lot of headaches on your taxes. 

The next time that you go to sit down with your CPA, the next time you go to, uh, to review your 



tax return. And ultimately I hope that you are, uh, really the, the most important thing, 
understanding that this is not something that, uh, that you can, that you can be doing alone nor 
that you should be doing alone. 

So, Steven, thank you. 

 


