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Year-End Tax Strategies That
Might Surprise You

ost taxpayers think that the

best way to minimize income
tax is by deferring income and build-
ing up as many deductions as pos-
sible before the year ends.

However, you might come out ahead
of the game by taking the opposite
approach if you know you'll be in a
higher tax bracket next year, if you've
had a below average year this year, or
if you are subject to the Alternative
Minimum Tax this year. If any of these
situations apply to you, you'll prob-
ably be better off to defer deductions
and move income into this year.

HERE ARE SOME LITTLE-KNOWN
YEAR-END TAX STRATEGIES
YOU SHOULD CONSIDER

Remove your spouse from the fam-
ily business payroll. Your spouse’s
salary is subject to Social Security tax,
butif your combined incomes are paid
only to you, some of your salary may
not be subject to employment taxes.
For 2013, earnings above $113,700 are
exempt from Social Security tax.

Use credit cards to pay your de-
ductible expenses. Deductible costs
placed on your credit card during the

year are deductible this year even if
payment is not made until next year.

Make a charitable contribution of
appreciated securities. You can de-
duct the full fair market value of the
securities. Furthermore, you won't
have to pay tax on the increase in their
value.

Write off bad debts. You can deduct
bad debts as a capital loss, but only in
the year in which they become totally

worthless. To substantiate the worth-
lessness of a bad debt, send a letter
demanding payment to the debtor
or consider filing a suit against the
debtor in small claims court. Be sure
to take steps to establish worthless-
ness before the end of the year.
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Late S Corporation election can
now be cured by obtaining auto-
matic relief when the election is
not made in a timely manner. A
late S corporation election can
generally be cured if the company
had intended to be an S corpora-
tion, has consistently reported

its income in compliance with S
corporation rules, and has not been
notified by the IRS that there exists
a problem with the election.

Travel and entertainment receipts
to be deductible must include the
names of the people, the busi-

ness purpose, where you met, the
date, and the cost of the expenses.
Loophole: No receipt is required by
the IRS if per diem allowances are
used to substantiate such expenses.

When paying a tax bill indicate
specifically what tax you are paying.
Include the information on the
check you are remitting. Pitfall:

If you do not indicate for which

tax the payment is for the IRS can
apply it to any tax liability, which
could cause you to incur penalties
on a tax you thought was paid.

Added benefits of a Roth IRA.
you can continue to make your
IRA contributions after age 70 %2 if
you have earned income and there
is no requirement that you must
take distributions at age 70 V2.

How to Get the Best Price
When You Sell Your Business

f you're thinking about selling your
business,herearesomevaluabletips
that will help you get the best price.

Don't base the value of your
business on financial statements
alone. Financial statements don't
reflect the real value of a business.
Sometimes they minimize profits
to keep taxes down. In addition,
financial statements don't address
the future potential of a business,
which is really what interests buy-
ers. It's equally important to value
your business on realistic growth
projections and a buyer’s return
on investment.

» Sell at the right time. When the
economy is strong, it's usually a
seller's market. When the econ-
omy is weak, there are far fewer
potential buyers. Don't sell during
a recession.

» Don't be the first to mention
price. Always ask the buyer to
make an offer. It might be better
than you expected and, no matter
what the offer is, you can always
negotiate a better deal.

« Pick the right buyer before you
begin to negotiate. If you offer
your business to a competitor or
to an employee and the sale falls
through, you might regret that
you've revealed too much confi-
dential information.

» Structure the deal to fit your
needs. Ask yourself what you
want to do after the sale. If you
don't need immediate cash,
you'll probably get a better price
if a portion of the payment is de-
ferred and you agree to help the
buyer learn the business during
the ownership transition.

Smarter Purchasing

B uyers will often tell a sales rep-
resentative that a quoted price is
too high because it exceeds the com-
pany’s budget. While this may cause
the rep to lower the price to meet the
company’s budget, it won't necessar-
ily result in the best price because the
company'’s budgeted price might be
higher than the seller's lowest price.

For example, assume that the compa-
ny’s budgeted cost is $300. The seller
quotes $330. The buyer reveals the
company’s budget and the rep re-
duces the quote to $300. The buyer is

satisfied because the budget limit has
been met, but the company still pays
more than it should.

A better negotiating strategy is to tell
the sales representative that you'd like
to buy, but the price is too high. Ask
for a price breakdown and explana-
tion of the components that go into
the seller’s quote. Have your own pric-
ing information prepared so you can
show the rep that his price is too high.
If the seller can't explain the quoted
price, there’s a good chance he'll low-
er it below the company’s budget.







