
		
			[image: LeClaire_Cover.jpg]
		

	
		
			[image: ]

		

		
			[image: ]

		

	
		
			Copyright © 2017 by Patrick LeClaire.

			All rights reserved.  No part of this book may be used or reproduced in any manner whatsoever without prior written consent of the author, except as provided by the United States of America copyright law.

			Published by Advantage, Charleston, South Carolina.
Member of Advantage Media Group.

			ADVANTAGE is a registered trademark, and the Advantage colophon is a trademark of Advantage Media Group, Inc.

			Printed in the United States of America.

			10   9   8   7   6   5   4   3   2   1

			ISBN: 978-1-59932-848-5
LCCN: 2017942400

			Cover design by Katie Biondo.
Layout design by Megan Elger.

			This publication is designed to provide accurate and authoritative information in regard to the subject matter covered. It is sold with the understanding that the publisher is not engaged in rendering legal, accounting, or other professional services. If legal advice or other expert assistance is required, the services of a competent professional person should be sought.

			Advantage Media Group is proud to be a part of the Tree Neutral® program.  Tree Neutral offsets the number of trees consumed in the production and printing of this book by taking proactive steps such as planting trees in direct proportion to the number of trees used to print books. To learn more about Tree Neutral, please visit www.treeneutral.com. 

			Advantage Media Group is a publisher of business, self-improvement, and professional development books. We help entrepreneurs, business leaders, and professionals share their Stories, Passion, and Knowledge to help others Learn & Grow. Do you have a manuscript or book idea that you would like us to consider for publishing? Please visit advantagefamily.com or call 1.866.775.1696.

		

	
		
			To Vannie, the cornerstone of my life.
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Foreword

			When I first met Patrick LeClaire, what struck me most about him was his innate humanity and genuine caring, not only for his own family, but for other people and their welfare as well.

			When I read Taxation with Representation (a title I love because it reminds us that every taxpayer has rights, regardless of what the IRS may be demanding), I was struck by his passion for citizens’ rights. More importantly, I was struck by his extensive knowledge and experience in helping ordinary citizens resolve tax situations that have either been thrust upon them by their own unfortunate mistakes or, at times, by unforeseen circumstances.

			Fortunately, I have never had a run-in with the IRS myself and have always considered myself fairly knowledgeable about how to stay out of tax trouble. But after reading this book, I realize how much I don’t know about our ever-changing tax laws, red flags that could draw unwanted attention to myself and my business, and especially my rights as a taxpayer. I also didn’t realize that there is such a thing as a certified tax resolution specialist who is authorized directly by the IRS to deal with IRS agents and represent taxpayers who have issues. I always thought that if I had a tax issue, my accountant would be able to handle it for me. I now realize that accountants often run into the same brick walls that we ordinary citizens do. What an eye-opener!

			Being a current business owner myself, as well as a former Realtor® where I had to pay estimated taxes as an independent contractor, I now see how any taxpayer or business owner can get into trouble with the IRS unless they are aware of what to do, how to do it, and even when to do it.

			Whether you believe you have a tax issue or not, do yourself (and your business, if you own one) a favor and read Taxation with Representation. If you are already in the throes of a tax issue requiring resolution, I urge you to give Patrick LeClaire a call. You could not find a more knowledgeable, experienced, and yet human and empathetic advocate to help you through the troubled waters of an IRS investigation.

			Then do your friends and family members a favor (especially if they own a business or work as an independent contractor) and encourage them to read this book and incorporate its advice into their daily practices. I won’t try to summarize all the great advice offered here, but I believe in my heart that if you follow Patrick LeClaire’s advice, you will be able to avoid the heartache of having to go through anything like the troubles illustrated through his many stories of clients and colleagues who have had to deal with the IRS on complex tax issues. You may even be surprised to see yourself in a few of them.

			Let’s face it: We all need a lot of hard work and a bit of luck in order to thrive in business and in life. But when it comes to taxes and the IRS, you need more than hard work and luck—you need knowledge.

			So, while I wish you much luck and success as you travel this road, I know that you will have a much easier journey if you arm yourself with the knowledge offered in this book and stay out of the sights of the IRS.

			Here’s to your (tax) health!

			—Sandy Geroux, M.S.

			
About the Author 

			Tax resolution expert Patrick LeClaire is the founder of New Life Tax Resolution. For over twenty years, he has been helping individuals with tax issues in Orlando, Florida, and surrounding communities. He founded his company to help people get their lives back in balance by solving tax problems personally, efficiently, and professionally.

			Patrick holds a bachelor’s degree in accounting from Orlando College and a bachelor’s in human resources management from Spring Arbor University. He is an enrolled agent and a Certified Management Accountant (CMA). He is also a member of the Institute of Management Accountants Leadership Academy as well as the American Society of Tax Problem Solvers (ASTPS).

			When Patrick is not leading his tax resolution firm, he is singing acoustic-based songs and playing his guitar with friends. He has been playing for over two decades. He’s also a passionate traveler, taking an international trip every two to three years.

			
Introduction

			
Nobody Loves Taxes Except the Tax Guy

			I spend a lot of time with people in trouble. My job involves representing taxpayers with tax problems in front of the Internal Revenue Service. If that sounds scary to you, you’ll find this book helpful in allaying your fears. This is a book for people in business to learn systems, techniques, and approaches to avoid tax trouble or to control any damage that it’s too late to prevent.

			How I Became the Tax Guy

			I grew up in a rural community where those of us who wanted to attend college and find work outside a farm or factory had to move to a bigger city. After my wife, Vannie, and I got married, we packed up and left for college, where I studied accounting. When I graduated and started to look for jobs, I realized that I didn’t have a dad or an uncle or anyone else who was connected. My college was a good Christian school, but not in the top tier where graduates are recruited by businesses and accounting firms. My accounting professor suggested that small business could be my route to success, especially if I were willing to do the things that nobody else wants to do. What I soon realized was that most people I came in contact with didn’t want to do taxes. They were afraid of taxes or thought taxes were too boring. Becoming the tax guy was not going to help them rise to CEO or even CFO. But for me, it led to a fulfilling career where I could really help people.

			First, I needed some credentials beyond my bachelor’s of science in accounting. Because I had a wife, an old car, a house payment, and about $40,000 in student loan debt, I couldn’t afford to get my CPA or continue on to get a master’s degree. So, I started working in small companies to get some experience. I worked with real estate and short-term rental companies but still wasn’t making enough to get out of debt and pay for more education. That’s when I found Adventist Care Centers, a faith-based, not-for-profit, long-term care organization in Orlando, Florida, that needed a tax guy. The organization provides administrative support and services to a multistate network of nursing and rehab facilities. Choosing to specialize in taxes had gotten me a job at a large, prestigious corporation, because I was taking the work that nobody else wanted to do.

			After about twelve years, we got ourselves a CFO, Ron Wehtje, who was really something special and who encouraged my professional growth. I had job security and some good side tax work, but I still wanted more professional credentials. Ron came to me and offered the organization’s help paying for continuing education. I said to him, “I could go for this certified public accounting designation, but I think there is a new emerging designation—certified management accountant—that’s going to bring together accounting rules into a global framework.” I said, “I think this is the way of the future,” and he said, “You know, I think you’ve got something going on here, kid.” He paid for a prep course, books, and exams, and lightened my workload a little bit, and I became a CMA.

			After I graduated, I bombarded Ron with ideas on how we could improve the processes within the organization. I wanted to build out the accounting department and its tax section within Adventist Care Centers—and more.

			Everyone Deserves a Tax Resolution Ally

			Hooked on professional growth, I took a deep dive into taxes, including complex issues for the corporate office, Adventist Health Systems. Tax attorneys at the top corporate level encouraged me to take on more tax responsibilities, because they felt I knew my stuff. After passing three rigorous sets of tests to become a CMA, I went on to become an enrolled agent.

			An enrolled agent is a person who has earned the privilege of representing taxpayers before the Internal Revenue Service by either passing a three-part comprehensive IRS test covering individual and business tax returns, or through experience as a former IRS employee. Enrolled agent status is the highest credential the IRS awards. Individuals who obtain this elite status must adhere to ethical standards and complete 72 hours of continuing education courses every three years. Enrolled agents, like attorneys and certified public accountants (CPAs), have unlimited practice rights. This means they are unrestricted as to which taxpayers they can represent, what types of tax matters they can handle, and which IRS offices they can represent clients before.1 

			I was licensed by the United States Treasury Department to represent taxpayers before the IRS for audits, collections, or any tax issue that a taxpayer, a corporation, a partnership, or any entity might appeal, all the way up to tax court. The appeals process is a logical and necessary part of a tax system that uses fear as a motivator for “voluntary” compliance. Sometimes that use of fear leads to IRS and Justice Department officials abusing their power over the taxpayers who are in trouble, poking at their pain points. Just as in any business, there are tax collectors whose competitive impulses overcome their sense of fairness.

			I believe in fairness, even in business, where one can wrongfully take advantage when one has the upper hand. I don’t believe in using an advantage of strength, power, or knowledge over people to extract something unfairly from them. I believe that people in my industry (tax resolution and tax preparation) must discourage this behavior. We should fight to make sure the nation’s tax system provides not only fair resolution of problems but also good customer service and more information than the taxpayers even need. Openness, not fear, should be the starting point when somebody is trying to get out of trouble.

			Based on those beliefs, I decided that I wanted to teach people, as a community service, how to handle their tax issues: Don’t start from fear, but start from confidence that you’re doing the right thing and avoiding any issues. Then, if you do get into a little bit of trouble, you can handle those issues. Only if you’re in full-blown trouble and are not doing anything about it would I need to step up and say, “You should be fearful.” And that’s where I think our industry has fallen short, too commonly using fear as a way to sell services.

			This may sound strange, but over time I’ve come to love taxes and the tax system. Having an analytical mind and a desire to be altruistic and fair and to live by Christian principles, I see this book as my way of giving back to the community. People can benefit by learning to be strong in many ways. For people in business, learning how to operate properly within the tax system is a way to be strong.

			What to Expect from This Book

			Anyone who is just getting into business, planning a start-up, or running a small business—from the independent contractor up through a medium-sized business with about $10 million a year in revenue—will benefit from this book. Is your business growing and you’re apprehensive about screwing it up? In Taxation with Representation, I simplify what can seem like an ultra-complex process. I’ll explain tax resolution in depth—in more detail than any other book you can read, as it’s an area that gets only passing mention or a single chapter in most business books.

			Anyone from the independent 
contractor up through a medium-sized business with about $10 million a year in revenue will benefit from this book.

			This book differs from other books on tax resolution in one final, key area: I personally don’t believe in using fear as a motivator, because it destroys the spirit. I’ll certainly explain what happens if something goes wrong, because we’re human, and things are going to happen. But my explanation isn’t to scare you; rather, it’s to show you how we can handle these situations. 

			From my office in Celebration, Florida, I help people around the country resolve tax problems. I do this full time, unlike some tax preparers who take on tax resolution cases only when they have spare time in the off-season. I get referrals from bankruptcy attorneys and divorce lawyers, for example, as they often encounter people with tax troubles. Spoiler alert: If I stand shoulder to shoulder with you, battling the IRS for a year, it’s going to get expensive. I’ll provide plenty of advice in this book on how to prevent costly errors, but you’ll also learn that tax resolution requires time-consuming documentation and negotiations followed by sustained efforts to stay in compliance.

			Working with people in business, I have seen firsthand the legitimate reasons why you might fear getting tripped up by taxes. You want to focus your time and creativity on your service or product. You can’t afford a full-time tax department, and even if you and your bookkeeper took business courses and read business books, taxes are brushed off as something you hire an accountant to handle. Your small business may be self-financed or started with borrowed money, leaving no money to hire a CPA. Until you can justify that expense, you may have to set up your own books and systems. Does any of that sound familiar? I am going to show you some simple, but not simplistic, ways to stay out of trouble. 

			In Part I of the book, I cover some business tax basics, including the ways in which different types of independent contractors, professionals, and small-business owners need to plan and budget for taxes. We’ll discuss taking and documenting deductions as well as techniques for staying out of trouble. Some tax problems are common and happen with what readers may find surprising frequency. Other problems we’ll discuss are personal, in that they result from the personalities, behavior, and relationships of individuals.

			Part II of the book, starting with chapter 4, focuses on the tax system, including an explanation of the IRS collection process and your hard-won rights as a taxpayer. What readers may find surprising in this section is my advice: “Don’t fear the IRS—make it your ally.” With its very comprehensive website, the IRS offers substantial tools to help people understand their tax liabilities. Their publications, worksheets, and videos tell people what to do and what not to do. Keep in mind that this is free information coming from an organization whose purpose is to collect taxes. The IRS is not necessarily going to work in your corner to help you pay the least amount of taxes allowed by law.

			Part III, starting with chapter 8, involves situations in which people really may need to fear the IRS because they are already in trouble and haven’t acted to fix the problem. There is a storm approaching, and maybe they think they can get through with an umbrella. I want to motivate them to get some real shelter.

			Setting up a business the right way to start with makes this all a lot easier, so that’s where we’ll begin in the first chapter. We’re going to discuss business structure, record keeping, and budgeting for taxes—the things you should, as a business owner, get informed about and prepared for before any run-ins with the IRS.
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PART I

			
Getting Informed and Prepared

			
Chapter 1

			
You Can’t Avoid Taxes, 
but You Can Avoid Trouble

			I meet most of my clients only after they get into tax trouble. If I could travel back in time with them, I believe I could show them the steps to take to stay on a safe path. Let me recount how such a conversation might go.

			A freshly minted dentist approaches me about starting his new practice. He is a natural salesperson, personable and persuasive, but right out of college and in need of advice about how a start-up business handles taxes, which he admits is not his strong suit. He wants to focus on dentistry and building the size of his clientele without getting bogged down in what he perceives as nonproductive work. 

			As a tax resolution specialist and enrolled agent, I tell him he’ll be able to avoid tax issues with the IRS if he keeps a few things in mind and implements a few measures. 

			He’ll have to pay quarterly taxes that vary based upon his income—a moving target. He should take every tax deduction and credit his business is entitled to. With proper records and documentation, he will not have to fear an IRS audit. I tell him how to use a simple, easy-to-remember calculation to figure his withholding tax payments. Using free or inexpensive tools and spending only a couple hours a month, it should be a breeze to stay off the IRS’s radar.

			By the end of our conversation, he’s empowered by knowing he can avoid any large tax issues. In fact, he may end up with a surplus at the end of the year.

			The key is being consistent in record keeping as the company grows. He may add employees or other professionals to his practice, and that will add an additional layer of detail to his business operations. As the owner, he should never completely take his eye off the record keeping and tax payments, or a surprise could be in store; but there’s no need for that to happen. 

			As a business owner, this is the tax conversation you need to have before you risk any tax trouble.

			Many Companies Have Tax Issues

			Today’s headlines are peppered with stories of smart people and well-financed professionals having major tax problems with the IRS. You hear stories of celebrities or business owners being forced into bankruptcy that started with a tax issue and escalated into disaster.

			The IRS says that in 2015, it audited almost 3 percent of the business 1040 returns that had income from $200,000 to $1 million, which amounted to 51,151 audits.2 More than $6.2 billion in civil penalties were assessed for business and employment taxes in 2015, the most recent year for which numbers were available for this book.3 The professional association I belong to, the ASTPS, estimates that more than three thousand licensed professionals are employed working on tax resolution.

			Preventing tax problems begins with structuring a business in such a way that it’s as simple to operate as possible. The easier the record keeping and filing requirements are kept, and the better cash flow is kept in balance with tax liability, the less likely the business is to get into trouble.

			Whether starting off solo or with employees, a small-business owner must decide on a business structure, which will affect tax filing status. Many small businesses are Schedule C filers, some are S corps, and a few are straight C corps, but they all share the same basic filing requirements when it comes to quarterly filings and payroll tax deposits. Whether they are truck drivers, dentists, attorneys, or some other kind of independent contractor, the owners of these small companies must wear multiple hats. Everything that needs to be done to get a business operating and maintained properly will end up their responsibility sooner or later. Burnout is a real possibility, as these small-business owners often work seven days a week.

			When the time finally comes that these owners can relax a little bit more, it’s also when the mistakes happen. When the cash flow allows them to start turning responsibilities over to others, they may take their eyes off some of the less desirable jobs to focus on what they love to do—the reason they got into the business in the first place.

			How Does This Apply to You?

			If you recognize yourself in the description above, remember, you are the one who must oversee everything to have it done your way. Others may take advantage, or worse, through illegal activities, they may put you in a very difficult and expensive situation with the IRS.

			It’s important to let the nature of your business determine what type of business entity you form. Many business start-ups choose an entity based on advice from friends or colleagues without adequately considering the tax consequences. Each entity has its advantages and disadvantages. To make the best choice, many factors must be considered and evaluated. The complexity of this decision is beyond the scope of this book, but excellent background information is available on the US Small Business Administration website (sba.gov).

			Your business structure has tax implications not only on how you are taxed but also on record-keeping requirements. With complexity comes the risk of errors that can domino into tax disasters. Some business owners mistakenly think a corporate structure will protect them from penalties for not paying their payroll taxes. That liability is discussed later in this chapter and throughout the book, because it is the US government’s main source of funding and is therefore a top law enforcement priority.

			What’s ahead in this chapter?

			
					Having a Plan in Place

					Budgeting for Taxes

					How to Set Aside and Pay Taxes

					Taking and Documenting Deductions

					Connecting Deductions to Business Needs
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Gary’s Story

			A small oversight in paperwork requirements can result in big tax headaches. One of my clients was an Indiana business owner I’ll call “Gary.” Gary had several locations in different counties, each a separate entity. Through the years, Gary maintained a good record of filing and paying both state and federal taxes. Economic changes in the state ultimately forced him to relocate to another part of the country. He filed all the required documents to officially close the businesses. 

			After a time, Gary started receiving letters from the Indiana Department of Revenue saying he owed taxes. The amounts due, as estimated by the state, were quite high, especially with added interest and penalties. Gary tried calling the state office, but that only resulted in frustration, because he was given false assurances that it was a clerical error and was being corrected. Instead, the account was turned over to a collection company that wanted him to pay $150,000 in payroll taxes for a company that was out of business and whose former address was a building that had been razed. Finally, the state offered a tax amnesty program that allowed me to get in contact with a person who could make the final decision to end the attack on my taxpayer. 

			Not-So-Small Headaches

			The US government has a somewhat complicated and expansive way of determining what qualifies as a “small business.” Depending on the industry, the size of the workforce, and the annual receipts, some companies with more than a thousand employees are officially considered small businesses. 

			Tax problems can snowball quickly for companies that are too small to have their own tax departments but big enough to have significant payrolls. One of my clients had sixteen different locations, each with its own payroll account, but all handled by the same back-office staff. An in-house accountant oversaw tax preparation, but an administrative assistant handled the filing and payments. It’s not unusual for big companies to try to save money by having lower-paid assistants do such work, but sometimes everyone is responsible, which leads to no one being responsible until something goes wrong. What went wrong in my client’s case was that an assistant was not informed that the filing date requirements had changed, causing all the company’s payroll taxes to be paid late. Penalties totaled over $12,000. I got that waived, but the lesson was the same as my advice for any small start-up entrepreneur: Oversee all delegated tax responsibilities.

			Having a Plan in Place

			Most independent contractors are susceptible to changes in business cycles and surprises in the marketplace that make their cash flow unpredictable. Realtors, for instance, can have several years of good sales commissions and then a bad year. A truck driver’s income can shrink overnight if his or her mileage gets cut. A dentist may lose an insurance contract that accounts for a large portion of revenues. Attorneys may develop a backlog of cases that haven’t closed as quickly as expected. Failure to plan for these cash-flow shortages results in forced choices: Whom do you pay, and who must wait? 

			I have found this unpredictable cash flow to be the biggest cause of quality businesses getting into trouble with the IRS. The next biggest cause is the owners taking their eyes off the business—perhaps due to personal or family health issues—and blindly trusting someone to fill in during the hard times. In such a case, what you don’t know can hurt you.

			Sometimes I meet clients who purposely delay payroll tax payments for what they believe are good or reasonable causes, as in the story below. But as chapter 9 explains in more detail, the government accepts no excuses for such action.
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Ted’s Story

			A contractor I’ll call “Ted” told me that he had taken energy and time putting together his construction crew, so he was reluctant to lay them off when he didn’t have enough work for them. If a job came along, he didn’t think he could get them back. They were talented employees, and Ted was sure his competitors would hire them.

			Ted also had family members working for him, making layoffs even more difficult. How could he lay off his sister and her husband, who just had a baby and had another on the way? Feeling hopeful that the next big job was close at hand, Ted kept his employees on the payroll and delayed paying his quarterly estimated taxes and payroll taxes. He thought he could pay a penalty and interest but get back on track with the money he could make by having his crew intact.

			Instead, the IRS took action that deprived Ted of access to business loans and imposed a multiyear payment plan. Ted had to lay off most of his crew and is working hard on smaller jobs to make the payments ahead of schedule, trying to restore his business to where it was before his error in judgment.

			The ideal safeguard against failure to keep current on payroll taxes is to build an emergency fund into the business budget. Let’s discuss budgeting for taxes and setting aside money in a separate account.

			Budgeting for Taxes

			Most of my small-business clients are on the cash basis of accounting and should be. Unless there is a good reason for it, accrual accounting should be left to the professional accountants and tax experts. It adds a level of complexity that only a bigger business would sufficiently benefit from, for longer-term planning such as sales forecasts, budgeting expenses based on revenues, and cash-flow budgeting. Taxes must be budgeted for by all businesses, however, because the government collects taxes based on the cash method.

			The simplicity of budgeting on a cash basis is beneficial, but we need to add a few fail-safes. My experience, confirmed by other tax resolution specialists I have spoken with, is that simply hiring a good accountant and a superior tax expert is the best way to avoid costly mistakes. The problem I see among small-business owners is that they either don’t have the cash flow to hire two more professionals, or they have too many priorities competing for their time and money. Often they can barely afford a day off or a vacation. For those of you in a similar situation, chapter 2 offers free information sources to help you keep up with changing tax laws to supplement the evergreen advice in this book.

			Payroll taxes are the ones most likely to devastate your business and your personal life. Pay them without fail, and your life will have many more sunny days. Fail to pay them for almost any reason, and the storm will blow up at you faster than you could have anticipated. The government allows a business to withhold money from an employee’s paycheck to cover payroll taxes. Doing so puts the employer in the position of tax collector and carries strict requirements to send that money to the government in a timely manner. If you’re late, you will pay a penalty and interest. If you are too late, they will come for you. 



OEBPS/image/guy_icon.png





OEBPS/image/LeClaire_EbookGraphics-02.png
TAXATION
WITH

REPRESENTATION

ADVICE FROM A TAX RESOLUTION SPECIALIST

PATRICK LECLAIRE

wantage .





OEBPS/font/OpenSans-Italic.ttf


OEBPS/font/Cambria.ttf


OEBPS/font/OpenSans.ttf


OEBPS/font/AGaramondPro-Bold.otf


OEBPS/font/AGaramondPro-Italic.otf


OEBPS/image/lady_icon.png





OEBPS/image/LeClaire_EbookGraphics-01.png
TAXATION
WITH

REPRESENTATION





OEBPS/image/LeClaire_Cover.jpg
REPRESENTATION

ADVICE FROM A TAX RESOLUTION SPECIALIST

PATRICK LECLAIRE





OEBPS/font/AGaramondPro-Regular.otf


OEBPS/font/OpenSans-Semibold.ttf


OEBPS/font/OpenSans-Bold.ttf


