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Disclaimer
This material & presentation content is for informational and educational
purposes only.
This material and presentation content is designed to provide general
information regarding the subject matter covered. It is not intended to serve
as legal, tax, or other financial advice related to individual situations.
Because each individual’s legal, tax, and financial situation is different,
specific advice should be tailored to the particular circumstances.
For this reason, you are advised to consult with your own attorney,
accountant, tax preparer, and/or other advisor regarding your specific
situation or your client’s specific situation. The information and all
accompanying material are for your use and convenience only.
We, at BORISMTAX Inc., and its third party affiliates and presenters, have
taken reasonable precautions in the preparation of this material and believe
that the information presented in this material is accurate as of the date it
was written. However, we will assume no responsibility for any errors or
omissions. We specifically disclaim any liability resulting from the use or
application of the information contained in this publication.
To ensure compliance with requirements imposed by the IRS, we inform you
that any US federal tax advice contained in this communication (including
any attachments) is not intended or written to be used, and it cannot be used
for the purpose of (i) avoiding penalties under the Internal Revenue Code or
(ii) promoting, marketing, or recommending to another party any transaction
or matter addressed herein. Always seek advice based on your particular
circumstances from an independent advisor.
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Boris Musheyev, CPA, CTC
Ever since my first year in college, I had an unexplainable burning desire
in me to learn as much as I can about taxation. I wanted to do taxes and
nothing else. After graduating college, I was sucked into the world of
Traditional Accounting.
The same world that most tax accountants are in...
Grinding through tax season, preparing and filling almost 500 tax returns
per season.
That is an insane number.
There was no value that I was providing my clients by simply preparing
and filing their taxes.
Let me rephrase, almost 500 tax returns in 3.5 months, I was burned out
and my clients got no value out of it, because I was just making it through
the deadline of filing taxes.
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About the Author (continued…)
I came across so many businesses that were insanely overpaying in
taxes and there was nothing that I could do for them. Why? Because I was
just a tax preparer and not a Tax Planner. It was all REACTIVE rather
than PROACTIVE. That is why most tax accountants and CPA’s are not
specializing in Tax Planning, rather they are stuck in the work of tax
preparation.
After venturing out on my own, I decided to make it my duty and obligation to
focus on delivering only value to my clients and helping them save money on
taxes.
Most importantly educating business owners and entrepreneurs on the
ways they can minimize their tax liability.
And no, not JUST by tax preparation.
I’ve spent tens of thousands of dollars and years in trenches learning the
most effective methods to LEGALLY reduce taxes.
I have spoken with, studied, worked and learned from one of the best tax
experts in the country. I was also awarded the “Certified Tax Coach”
designation by American Institute of Certified Tax Planners and I am just one
of 700 Tax Professionals in the country that completed intensive program on
court tested, IRS approved Tax Strategies.
It is my hope that you will find the strategies in this book helpful, useful and
most important tax effective!
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Why Tax Planning
Tax Planning vs. Tax Preparation
Before we jump into the benefits and deduction of an S-Corp, I’d like to
introduce you to the world of tax planning.
Tax Planning is not a new concept but it is practically not utilized by small
businesses. You see, everyone thinks that Tax Planning is for big players,
multi-millionaires, big fish as they call them. That is a huge misconception. I
always say, “If you are profitable in your business, there is money to be
saved on taxes. Simple”.
Tax Planning is not Tax Preparation and it will NOT work if it is done at
the end of the year or at the time of filing your taxes. Tax Planning means
being PROACTIVE. The reason why a lot of people are not able to take
advantage of so many and again so many tax strategies is because they
fail to be proactive about it. They, most often than not, wait until the end
of the year only to be slapped with a tax bill. They are at the mercy of their
tax preparer who very often answers the following:
"There is nothing else that can be done, you made too much money and that
is a good problem to have."
That is simply not true. I know this because I work with business owners in
this situation and I help them significantly reduce their taxes via proper tax
planning and using little known LEGAL tax strategies. My clients are able to
save tens of thousands of dollars on taxes, and create millions of dollars
in TAX FREE income. Yes it is true and it is possible.
So, let's get right into S-Corp Benefits & Deductions.
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Basics of S-Corp
What is S-Corp
S-Corp is a separate legal entity distinct from its owners. It is widely used by
small business owners to save money on taxes but also provides a liability
protection for it’s shareholders.
S-Corps have some limitations:
1.
2.
3.
4.

Can only have one class of stock.
Not more than 100 shareholders
Be a domestic corporation
The shareholder must be either US citizen or legal residents of the
United States
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Basics of S-Corp
S-Corp Taxation
S-Corp must file a separate tax income tax return on form 1120S but it does
NOT pay its own taxes. Instead, here is a simple breakdown:
● All net profit from an S-Corp is passed-through to it’s shareholders via
K-1
● The net profit reported on a K-1 for each shareholder is then reported
on the shareholder's personal tax return, after which:
● Shareholder pays his/her share of taxes depending on his/her tax
bracket on the income received from the S-Corp.
Important
● S-Corp is ALWAYS required to file its taxes even if there was no activity
during the year. Penalty for not filing a timely tax return is $195 per
shareholder up to 12 months.
● S-Corp tax return (Form 1120S) must be filed by March 15 of each
year. When the 15 falls on a weekend, the return is due the following
business day.
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Basics of S-Corp
Making S-Corp Election
In order for you to make an S-corp election you must first either:
● Form a domestic US-Corp or
● organize a Limited Liability Company (LLC).
After which you must make an S-corp election by filing form 2553 with the
IRS within 75 days of your company’s formation. You may also need to file a
separate S-Corp election with your state. Most states do not require a
separate election.
Important
If you file for an S-Corp election after 75 days after your company’s
formation, the IRS will still grant you late election.
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Basics of S-Corp
Why S-Corp
Let's take a step back and talk about why most business owners choose an
S corp tax status?
When a business files taxes as a sole proprietor or as a partnership, it pays
self-employment tax of 15.3% (Social Security & Medicare) on all of its net
profit.
For example: Your net profit from your business is $130K. Your self
employment tax on 130k net profit is $19,890.
By electing to be taxed as an S-Corp, a business does not pay 15.3%
self-employment tax on the net profit. Instead, the net profit from an S corp is
passed-through to its shareholders. But each shareholder is required to pay
him/her a salary. Only the salary of the shareholder is subject to
self-employed taxes.
For example: Your net profit from your business is $130K. You elect to be
taxed as an S-Corp and your salary is $70,000. Your self employment tax is
now 10,710 saving you an estimate of $9,180 ($19,890 - $10,710).
Important
A salary for an S-Corp owner must be considered reasonable. See section
on “Owner’s Salary Strategy”.
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Tax Reform & S-Corp Entity
Section 199A Deduction
Tax Cuts and Jobs Act made significant changes which had a huge impact
on business and personal income taxes. As you are probably aware, there is
a new flat corporate tax rate of 21% for all corporations, but this applies to
C-corporations ONLY.
S-Corp is considered a pass-through entity. As mentioned earlier, all net
profit from an S-Corp is passed-through to its owner. With the passing of the
new tax law, an owner of a pass-through entity gets a 20% deduction on
his/her personal income tax return. This deduction is referred to as a
Qualified Business Income Deduction (QBI) or a Section 199a Deduction.
20% deduction is a lesser of
● Your taxable income
● Your Qualified Business Income
Example: Your qualified business income from your S-corp is 100k and your
taxable income is 80k. Your 20% QBI deduction is 16k (80k x 20%).
In general, if your taxable income for 2019 is
● $210,700 (single filer), including phaseouts
● $421,400 (joint filers) including phaseouts
Then you may NOT take this deduction!
But, if you pay wages from your business to either employees or yourself,
then you can take the deduction even if your income is above these
thresholds.
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Tax Reform & S-Corp Entity
Section 199A Deduction (continued…)
Plan Ahead
Therefore, if you know in advance that your taxable income will be over the
above thresholds, then it is super important for you to plan ahead when
considering the QBI deduction.
Things to consider:
● Your qualified business income
● Your taxable income
● How much wages are you paying to your employees, if any
● How much will your reasonable compensation be
Important
This is a FREE deduction given to you by the IRS and if you don't plan
accordingly, if you don't speak to your accountant about this or if you don't
ask your accountant questions about this, you will lose big time.
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Tax Reform & S-Corp Entity
Doctors, Lawyers, Athletes, Traders & Others
If you are an owner of what the law calls a “specified service trade or
business” and you make “too much money”, over the threshold amounts
●
●

$210,700 (single filer), including phaseouts
$421,400 (joint filers) including phaseouts

You will not get the 20% QBI tax deduction. OUCH!!!
This group of owners include owners
● in the field of health, law, consulting, athletics, financial services, and
brokerage services
● where the principal asset of such business is the reputation Or skill of
one or more of its employees or owners
● That involves the performance of services that consist of investing and
Investment management trading, dealing in securities, partnership
interest, or commodities. For this purpose, security and commodity
have the meanings provided in the rules for the mark-to-market
accounting method for dealers in securities ( Sections 475(c)(2) and
475(e)(2), respectively.
Engineers and Architects - are not considered specified trade of business
for the purposes of section 199A deduction.
Tax Strategy
If your taxable income is above the threshold amounts, then consider
planning ahead and reducing your taxable income below the threshold
amounts. This would include maximizing your retirement account, prepaying
certain expenses (see section on prepaid expenses) and etc...
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S-Corp Tax Strategies
Owner’s Salary Strategy
As an owner of an S Corp and also it's officer you are required by IRS law to
pay yourself a reasonable compensation. All net profit from an S Corp flows
through to its shareholders, which means all of that profit is not subject to
self-employment tax (Social Security & Medicare).
What does reasonable compensation mean? Ironically, the IRS doesn't get
into details of what reasonable compensation means but it does say that a
reasonable compensation is any salary that you would pay to a person doing
your job in your position or in some cases not even. In many instances I
have seen that owners of an S Corp overpay themselves a salary which
results in overpayment of self-employment taxes.
By establishing a reasonable salary for yourself as an owner of your S-Corp
you will significantly save money on self employment taxes which could
mean thousands of dollars on taxes. Most business owners are “wearing
many hats” in the business: sales, admin, bookkeeping, invoicing and then
being an owner. All of these categories combined together, will reduce your
taxes significantly.
Tax Strategy
At my firm we use a third party company that specializes in assessing
reasonable compensation for S-Corp owners depending on task categories,
demographics and georgary. Think of it this way, the salary of a New York
S-Corp owner will be much higher than Alabama S-Corp Owner.
If you’d like an analysis done on your salary, please email us at
accounting@borismtax.com
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S-Corp Tax Strategies
Health Care Strategies - Solo Owner
Warning
If you are more than 2% shareholder of your S-Corp then you are not
allowed to receive fringe benefits from your S Corp. Health insurance
paid by your S-Corp for you would be considered a fringe benefit therefore it
may not be deducted from your taxes. Whether you pay for it individually
or through a group plan.
However, IRS still allows more than 2% shareholders of an S-corp to deduct
health insurance from by following certain rules and criteria:
1.
2.
3.

Make the S-Corp pay for your health insurance either directly to your
insurance company or through remboursement to you
Have the S-Corp include your health insurance reimbursements or
payments as part of your wages on your W-2
Now you can deduct the cost of health insurance premiums as a
self-employed health insurance deduction on your personal income tax
return.

I am warning you If you are deducting health insurance premiums for
yourself as some more than 2% shareholder of your S-Corp and you're not
doing it through your W-2 then you may not take this deduction. It will
raise a red flag and it will be added back to your income because it was
never properly added to your wages.
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S-Corp Tax Strategies
Health Care Strategies - Solo Owner (continued…)
Tax Strategy
Now that we spoke about how to properly deduct your health insurance
premiums, let's talk about how you can further save money on taxes
using this strategy. Let’s incorporate your health insurance premiums into
your reasonable compensation.
Let's say for argument's sake your reasonable compensation should be
$100,000 and your family health insurance premiums are $20,000 per year.
The IRS allows you to include $20,000 premiums as part of your
$100,000 salary.
Nope, not an addition to the salary but as part of the salary! The reason
you would want to include your 20k premium as part of your compensation is
because $20,000 of your premiums will not be subject to self-employment
tax.
Important
● Make sure that the health insurance premiums for you as an owner of
an S-Corp are included as part of your wages on your W-2.
● Do not increase your reasonable salary by insurance premiums but
instead include it as part of your wages to further save money on
self employment taxes.
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S-Corp Tax Strategies
Health Care Strategies - Owner & Employees
As a small employer you do not have to provide any health insurance
benefits to your employees. You don't have such a requirement. Small
employer is considered someone with less than 50 full-time employees.
One of the biggest mistakes that I've seen an S-Corp owners do is reimburse
their employees for individually purchased health insurance, without
following the rules.
If you want to provide health insurance benefits to your employees and
reimburse them for their cost you may still do so but you first must
establish
what's
called
Qualified
Small
Employer
Health
Reimbursement Arrangement (QSEHRA). Using QSEHRA, you may
reimburse your employees for their health insurance premiums up to a
certain amount. For 2019, for single individuals you may reimburse up to
$5,150 and for married individuals you may reimburse up to $10,450.
Solution
If you want to implement QSEHRA you must give a notice to your employees
before you can actually implement it and take it as a tax deduction. To
request a sample of QSEHRA notice please reach out to
accounting@borismtax.com
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S-Corp Tax Strategies
Health Care Strategies - Health Insurance Tax Credit
As an employer you may qualify to actually receive a tax credit for paying for
your employees health insurance premiums. Tax credit means
dollar-for-dollar deduction from your tax liability. It's a great strategy, but
you must be eligible:
1.
2.
3.

You employed less than 25 full-time employees during the year
paid annual wages less than $54,000 or less per employee (2018)
You paid for health insurance premiums purchased through small
business health options program (SHOP) Marketplace.

Important
If you qualify for this credit, make sure that your accountant knows about this
credit and property captures this tax credit on your personal income tax
return since S Corp is a flow through entity.
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S-Corp Tax Strategies
Retirement Strategies - SEP IRA Owner ONLY
The most attractive retirement account for a small business owner including
an S-Corp with no employees is SEP IRA. SEP IRA is relatively easy to set
up and administer and it's very cheap. Contributions to SEP IRA a limited
to 25% of your W-2 wages. For instance if you're reasonable compensation
that is paid to you as an S-Corp shareholder on your W-2 is $100,000 then
your S-Corp may contribute $25,000 into your SEP IRA account.
The drawback of using the SEP IRA is the limitation on deduction. If you
want to put away more money into your SEP and write it off your taxes than
you would have to increase your W-2 wages. By increasing your W-2
wages you will also end up overpaying in self-employment taxes. This will
defeat the purpose
Important
Please note that the overall contribution to a SEP IRA may not exceed
$57,000 (2020). This could still be a good retirement account for you but
only if you're not planning to put away as much. As in our previous
example of a reasonable compensation $100,000 your contribution
limitation is $25,000.
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S-Corp Tax Strategies
Retirement Strategies - Solo 401(k) Owner ONLY
A better alternative to the SEP IRA for a solo owner of an S corp is a Solo
401k. Solo 401K is too, relatively easy to set up, manage and it’s cheap to
administer. Actually in many cases it is free.
Contributions to solo 401K are far greater than of a SEP IRA by having the
same salary. With a Solo 401(k), you can defer up to $19,500 (2020) of
your own salary. After which, your Scorp can contribute 25% more into your
plan and take it as a deduction. If you are over the age of 50, you can
contribute $6,500 more (2020) which is also referred to catch up
contributions.
All in all, total contributions may not exceed $57,000 for 2020 and and
$63,500 if you are age 50 and older.
Using the same example as above (from SEP IRA) if your reasonable
compensation is $100,000, you may contribute $44,500 and additional
$6,500 if you are age 50 and older.
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S-Corp Tax Strategies
Retirement Strategies - SIMPLE IRA Owner &
Employees
If you are not a big fan of retirement and not really looking to contribute to
your own retirement as much as you want to offer this benefit to your
employees, then consider a Simple IRA.
A Simple qualified retirement plan allows eligible employees of a company to
save and invest for their own retirement on a tax deferred basis. As an
owner of your S-Corp you are also considered an employee of your own
business. Therefore, you are eligible to contribute to Simple IRA, and
max out on it if you choose to do so.
The contribution limits for 2019 is $13,000 plus additional $3,000 if you
are over the age of 50. By establishing a SIMPLE IRA, you are also
required to make one of the two contributions:
1. A matching contribution of 3% or
2.A non elective contribution of 2% to all eligible employees
Like I said if you are not a big fan of retirement contributions for yourself,
then having this type of retirement account is cost effective and yet keep
employees happy.
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S-Corp Tax Strategies
Retirement Strategies - 401(k) & Profit Sharing
Owner & Employees
Ah, this is where it gets juicy if you really want to maximize retirement
contributions even keeping the costs down by having employees.
Let’s start with basics:
When you have employees you should set up a 401k plan with a safe harbor
provision. Safe harbor means that you can match your employee no more
than a certain amount based on their contributions. For example, you can
choose to match your employee’s contributions up to 3% of his/her salary
every year. This can be either elective or non elective. Remember, You and
your employees have an option to defer up to 19,500 (2020) dollars of your
own salary into a 401K plan.
Elective - you will only match your employee if employee chooses to
contribute
Non Elective - you will contribute to your employees regardless if employee
contributes
Example:
You offer an elective 401(k) plan, 3% match to your employees with safe
harbor provisions.
Employee, Bob, gets paid $80,000 a year from your S-Corp. Bob defers
$6,000 of his salary into his 401K plan. You as an employer must match up to
3% of his 80k salary (80,000 x 3% match).
Your contributions into his plan will be 2,400 (80,000 x 3%)
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S-Corp Tax Strategies
Retirement Strategies - 401(k) & Profit Sharing
(continued...)
Tax Strategy
Let's say your reasonable compensation as an S corp owner is $90,000. You
made the first $19,500 of your own salary into a 401k Plus at 3% which is
$2,700. Your total contribution and at an adduction for yourself is $22,200 .
If you want to maximize your contributions and write off $56,000 then you
can do what it's called a profit sharing plan. The key here is, PROFIT
SHARING. Your 401k should be set up in a way to allow safe harbor
provision with a certain match PLUS the profit sharing component to it.
Profit sharing won't always work in your benefit if you have employees who
are either the same age as you, older than you, worked for you for a
long time, full time or a highly compensated.
It really depends.
But a profit sharing option could be a great way to be able to contribute a lot
more to yourself while taking a big tax deduction. This may also allow
lower contribution limits to your employees. I emphasize it all depends.
What you need to do at this point is contact your financial advisor and ask
him or her to run calculations for you. Usually these calculations are done
with the help of a third-party administrator. Your financial advisor should
know this.
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S-Corp Tax Strategies
Retirement Strategies - 401(k) & Profit Sharing
(continued...)
You are going to need to provide a payroll census to your financial advisor
and they will be able to run calculations and let you know if profit sharing
what makes sense for you and what is it going to cost you into
contributing to your employees or not. They should also be able to tell you
whether you need to contribute more to your employees or not.
In my practice doing tax planning for my clients I have utilized this strategy
numerous times. And it worked! Simply because my clients didn't have
employees who are either highly compensated or are older than him or her!
Important
Contact your financial advisor and speak to him/her about these options if
you have employees and you have a 401K plan.
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Hiring Family Members
Hiring Spouse
If you are hiring your spouse in your S-Corp, you should consider a few
things first and foremost: what are you paying your spouse? In many cases
owners extremely over pay their spouse for the work that they're
performing. Now you might argue that you want to maximize retirement.
Maybe, maybe not.
You can still maximize your spouse's retirement and get a big tax write-off
even with a lower salary.
Overpaying your spouse's salary will cost you in over payments of FICA
taxes. FICA taxes are your payroll tax which are social security & medicare
taxes. How do you determine your spouse's salary? Well think about it, if
you are to hire someone else in his/her stead, how much would you pay that
person? All you have to do is pay your spouse a reasonable compensation.
A compensation you would pay to someone else doing the same job. You
don't need to pay your spouse over $100,000 of salary, especially if your
spouse has a day time job.
Besides lowering your spouse's salary to a reasonable amount, you may
also maximize his/her retirement account and get a double write off. A
write off for yourself, and write off for your spouse. Big time!
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Hiring Family Members
Hiring Children
You can also hire your children to work for you in your S-Corp. Children
either under the age of 18 or over the age of 18, it doesn't really matter. The
reason you would want to consider this option is because your
children are in the lower bracket than you are.
Any individual in the United States can earn up to $12,000 of income and
not pay federal income tax on those earnings. If you're hiring a child that
is under the age of 18 and that child doesn't have any other job and you
pay this child up to $12,000 you can take that as a write off. Your child
doesn't have to pay taxes on $12,000 of income earned from your S-Corp.
Small Drawback: By paying your child you will incur payroll taxes of
Social Security and Medicare, 15.3%. Remember, to use this strategy it
has to make sense. If you are in a 40% tax bracket between federal and
state, by hiring your child you will pay 15.3% tax on $12,000 salary per child
but you will still save 25% on taxes (40% - 15%).
Using our example that's $3,000 saved on taxes per child or $6,000 for
two children.
If you hire your child that is under the age of 18, most likely this child
doesn't have any other job besides the ones the one you hired him so use
this strategy to add an additional 12k in deduction to yourself.
Important
With an S-Corp, it does not matter if your child is under or over the age of
18. You will pay FICA taxes on your child’s payroll, but if you are in a high
tax bracket, then there is still an overall tax benefit.

S-Corp Benefits & Deductions

27

S-Corp Tax Strategies
Augusta Strategy
The IRS allows a business owner to rent their primary residence or a
vacation home to their business for up to 14 non-consecutive days each
year. The residence can be located anywhere in the United States and the
income is excluded from taxable income for the residence owner / business
owner.
As an S-Corp owner you can rent your home to your business for board
meetings are the strategy meetings Employees. You can basically pay rent
to yourself for renting your own home from the business. This will be a tax
deduction to your business and you will not have taxes on this “rental”
income.
The rental is established with a lease agreement between the business and
residence owner, with pricing supported by researching and documenting
comparable space for a similar event.
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S-Corp Tax Strategies
Meal Categories
50 Percent Deductions:
● Lunch with customer, client or employee associated with a business
discussion
● Taxes and tips relating to a meal or entertainment activity
● Room rental for a dinner or cocktail party (assuming the event met the
business relation test)
100 Percent Deductions:
● Transportation costs to and from a business meal or entertainment
activity, may be 100 percent deductible or 50 percent depending on the
facts.
● Meals provided on the employer’s premises for the employer’s
convenience, if more than 50 percent of the employees are furnished
meals for the employer’s convenience
● Promotional activities that are made available to the general public
● Employer-provided social/recreational expenses primarily for the
benefit of employees who are not highly compensated, such as a
summer picnic or holiday party
● Business gifts up to $25 to any one individual per tax year
Nondeductible Items:
● Lunch with customer, client or employee without a business
purpose/discussion
● Ticket price for sporting event that you do not attend
● Club dues; for example, country clubs, golf and athletic clubs
● Lavish or extravagant entertainment expenses (basically unreasonable
expenses)
● Under TCJA, entertainment deductions are eliminated. Based on IRS
guidance issued Oct 3, 2018, meals will continue to be deductible.
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S-Corp Tax Strategies
Prepaid Expenses
You may prepay certain expenses such as rent, insurance or even a car
lease up to 12 months and get a tax deduction in the year paid. For
example, on December 25 you can write a check up to 12 months of
your rent to your landlord and send it to him. Your landlord will most likely
receive this check after January 1st of next year. Your landlord will report this
income in the next year.
You get a deduction this year and your landlord gets to report as income next
year as he/she normally would.
The 12-month safe-harbor rule states that you may expense (other than
where directly prohibited, as explained below) amounts paid to create a right
or benefit that:
●
●

does not extend more than 12 months, or
does not extend beyond the end of the taxable year following the
taxable year in which you made the payment.

When another section of the tax law says that you must give an expenditure
a required treatment, that required treatment prevails. In these cases, you
may not use the prepayment strategy. For example, you may not use the
prepayment strategy to deduct:
●
●
●

interest, loans, and other financial interests
the costs of self-created intangibles
furniture, equipment, and other capital assets

Basically, as mentioned above, you may use the prepayment strategy
for insurance premiums, operating licenses, rents and leases, and
contract terminations.
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S-Corp Tax Strategies
Prepaid Expenses
Tax Strategy
Normally I recommend pre paying your expenses in a situation where your
income is above the threshold of a section 199A Deduction (QBI
Deduction), discussed earlier. If you are over that income limit and you need
to bring your taxable income down then you need to consider prepaying
some of the expenses. Do whatever you can to bring down your income
and get a higher qualified business income tax deduction.
True, if you prepay certain expenses now, you will not get this same tax
deduction next year. I want you to think outside the box. Prepaying this
expense now will give you a possibility of increasing your QBI Deduction
giving you a higher tax break which might not be available to you next
year.
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Accountable Plan Reimb.
Accountable Plan Explained
An accountable plan allows employees, and in this case owner
employees, to be reimbursed for expenses paid out of pocket. The
expenses become deductions to the business and the employee or
employee-owner can be reimbursed, creating non-taxable cash flow to them.
In order for this plan to be a "Qualified Accountable Plan" it must have the
following connection points:
●
●
●
●

Business Connection
Substantiation (Expense Reports - with receipts)
No Excess Payments
Timeliness (30 - Day Rule)

If not disbursed under an accountable plan, the payments to the
employees could be considered additional wages by the IRS.
If you need an accountable plan in your business, please contact us at
accounting@borismtax.com
Having an accountable plan in place, you can deduct
●
●

Admin Home Office (yes, even if you have an actual work location:
office, store front and etc… See next section)
Travel from home to your work (yes, it is now deductible, see next
section.
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Accountable Plan Reimb.
Admin Office
Yes, you can still qualify for a home office deduction even if you have
an office outside of your home, such as your actual business location. The
IRS says that the home office is going to qualify for deduction when you
make it an ADMINISTRATIVE office for your business and conduct the
majority of your admin work from home. Admin work includes but not
limited to: bookkeeping, billing, paperwork, invoicing, etc.…
To be able to deduct, admin home office
●
●
●

●

●

Have a separate space in your home for a home office
If you have another office, make sure to perform majority of
your admin work from home
Figure out the % of the home used for business. For example, if
your home is 1,000 sqf. and your home office is 150 sq ft., then
you are using 15% of your home for the business
Make sure to get a letter from your S-Corp, requiring you as an
employee to work from home and state your duties to be
performed from home
Submit an Expense Reimbursement Report or Form 8829 to the
Corporation every month, so that your S-Corp can reimburse
you % of the home used for:
○ Monthly Rent
○ Utilities
○ Other Costs Related to your admin home office
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Accountable Plan Reimb.
Admin Office (continued…)
Tax Strategy
For this strategy to work, you need to set up an Accountable Plan. As
discussed earlier, an accountable plan basically means that if you incur
expenses on the behalf of the business, your business may reimburse
you without any tax consequence for you and your business.
If you need an accountable plan in your business, please contact us at
accounting@borismtax.com
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Accountable Plan Reimb.
Personal Vehicle Tax Deduction
Now that you have an Admin Home Office and an Accountable Plan in
place, you may deduct your travel from your home office to your
business location.
Tax Strategy
To take advantage of this strategy you must track your business miles.
Based on your business miles you can determine the % of expense
you can deduct as a business expense.
●
●

Get GPS tracking App (we recommend MilesIQ). With this App
you can track your personal miles and your business use miles
Submit Expense Reimbursement report to the Corporation for
the following
○ Monthly Lease x business use %
○ Gas and Maintenance Cost x business use %
○ Auto Insurance x business use %

For this strategy to work, you need to set up an Accountable Plan. As
discussed earlier, an accountable plan basically means that if you incur
expenses on the behalf of the business, your business may reimburse
you without any tax consequence for you and your business.
If you need an accountable plan in your business, please contact us at
accounting@borismtax.com
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Bonus Material
100% Write Off Your Beach Home
You may purchase a home at the beach, use it solely as an entertainment
facility for business, pay off the mortgage and deduct all the expenses. If,
let’s say after 10 years, you decide to use the beach house personally 100%,
there are no tax consequences doing so.
The beach home, ski cabin or other entertainment facility must be primarily
for the benefit of the employees other than those who are officers,
shareholders, or other owners who own a 10% or greater interest in the
business, or other highly compensated employees.
Basically, buy a beautiful condo overlooking the beach in Florida. Let your
employees use this condo as well and make sure that their use days are
more than yours (owners) then the entire cost of maintaining this condo
becomes tax deductible. There are of course few rules to follow over
here but that's basically the gist of it.
Important
I strongly recommend consulting your tax adviser and it is definitely
possible and there are no hurdles to using this tax strategy, just a few basic
rules.
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Bonus Material
Self Rental Strategy
If you own a building or an office space and you rent it to your business
then you might want to consider this tax strategy in order to maximize your
tax deductions.
There are two disadvantages on renting to yourself:
●

●

If the self-rental produces a net income then this income is
considered non passive income. This means that if you have
passive losses from other rental activities or other passive businesses
then these passive losses may not be offset against this self-rental
income. OUR
If the self-rental produces a loss, then this loss is considered
PASSIVE! And if you modified adjusted gross income is over
$150,000 then this loss is non-deductible (unless you are a Real
Estate Professional).

Does your self-rental produce a loss? If so, can you make it tax
deductible? The answer is YES!
The tax code says that you can combine your rental activity and the
business activity as one for passive loss rules. This rule is called
grouping! By grouping your self-rental activity and business activity you
can now deduct self-rental loss.
How? When a self-rental produces a loss you can deduct that loss
against your business income because you grouped both activities
together.
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Bonus Material
Self Rental Strategy (continued…)
Must follow these rules:
●
●
●

The rental activity is insubstantial in relation to the business activity
The business activity is insubstantial to the rental activity
Under the tax rules, the ownership of the business activity is deemed
the same as the ownership of the rental activity

***When you file a joint return, the IRS treats you and your spouse as
one taxpayer for purposes of this rule.
Important
You must make an election on your tax return to group these activities
pursuant to the rules set out in Rev. Proc 2010-13
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Bonus Material
Cost Remediation
Using cost remediation or cost procurement strategies, your S-Corp
maintain it’s competitive edge by reducing operational cost and
corporate risk to improve profit performance.
During cost remediation/cost procurement studies, specialists will consider a
number of items to lower your S-Corp’s operating costs such as
manufacturing incentives, vendor screening, energy deregulation, equipment
lease audits, freight and parcel audits, hiring incentives, tax credits, cell
phone audits, energy comprehensive studies, workers compensation audits,
property lease audits, etc.
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Disclaimer
This material & presentation content is for informational and educational
purposes only.
This material and presentation content is designed to provide general
information regarding the subject matter covered. It is not intended to serve
as legal, tax, or other financial advice related to individual situations.
Because each individual’s legal, tax, and financial situation is different,
specific advice should be tailored to the particular circumstances.
For this reason, you are advised to consult with your own attorney,
accountant, tax preparer, and/or other advisor regarding your specific
situation or your client’s specific situation. The information and all
accompanying material are for your use and convenience only.
We, at BORISMTAX Inc., and its third party affiliates and presenters, have
taken reasonable precautions in the preparation of this material and believe
that the information presented in this material is accurate as of the date it
was written. However, we will assume no responsibility for any errors or
omissions. We specifically disclaim any liability resulting from the use or
application of the information contained in this publication.
To ensure compliance with requirements imposed by the IRS, we inform you
that any US federal tax advice contained in this communication (including
any attachments) is not intended or written to be used, and it cannot be used
for the purpose of (i) avoiding penalties under the Internal Revenue Code or
(ii) promoting, marketing, or recommending to another party any transaction
or matter addressed herein. Always seek advice based on your particular
circumstances from an independent advisor.
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