
 

W-2 & 1099 time  
It's time to prepare W-2's for employees 
and 1099's for outside service providers.  
   Remember that there are penalties for 
inaccurate information, so check your re-
cords for accurate (including spelling):  
• Payee first and last names  
• Addresses  
• Social Security Numbers  
   If you are missing any information, give 
a W-9 form to the payee to complete. If in 
doubt, send a W-9.  You 
can download a printable 
W-9 form at www.irs.gov/
pub/irs-pdf/fw9.pdf, or call 
our office and we will send 
one to you.  
   W-2’s and 1099’s need 
to be out to workers by 
Jan. 31. During the past 
year, we have seen penal-
ties imposed for missing or inaccurate 
forms. 
   The 1099 forms are required for pay-
ments of $600 or more to non-
incorporated entities (including LLC’s) for 
rent, interest paid or services rendered.  
 

Business license renewal  
In November, you should have received a 
state business license renewal letter as 
well as a city renewal if you are in Tucson 
or another city that has business li-
censes. 
   The state renewal is automatic and you 
don't have to do anything unless your 
business has made changes. Updates to 
your state TPT license can be made 
online at www.azdor.gov. There is no 
state renewal fee. 
   The City of Tucson business license 
renewal forms along with the annual fee 
of $45 were due Jan. 1. The fee will be 
delinquent if the city does not receive it 

by the last business day of January (Jan. 
30).  There is a 50 percent penalty for 
late renewals.  
   Several questions on the front and the 
back of the form must be answered.  If 
you would like our help preparing the 
form, please get it to us as soon as possi-
ble.  
 

Mileage rate drops 
IRS lowered the mileage rate for busi-

ness use in 2016 to 54 
cents, down from 57½ 
cents for 2015. 
   Moving and for medical 
travel rates declined to 19 
cents from 23 cents in 
2015. 
   Driving for charity work 
remains at 14¢.  It is fixed 
by legislation, rather than 
by an annual cost study 

used for the other types of mileage.  
 

New tax goodies 

There's nothing like an election year to 
get Politicians to work together to pass 
tax breaks. In mid-December, the presi-
dent signed into law the 2,000 page 
"Protecting Americans Against Tax Hikes 
Act" (PATH). 
   The law extended and made permanent 
around 50 expiring tax breaks. While 
many of these were for individuals, sev-
eral were geared toward businesses. 
   Perhaps the most beneficial for small 
businesses are: 
• Section 179 expense limit of $500,000 
became permanent. 
• Special depreciation allowance was re-
newed through 2019. 
• 15-year depreciation period for lease-
hold improvements and restaurant and 
retail buildings and improvements. 
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Make money or be CEO? 
Everybody knows that hedge fund brass 
make megabucks, right? 
   If you get recruited by Wall Street, don't 
let them name you President or CEO. An 
annual report by SumZero, a group of 
hedge fund managers, disclosed that of 
13 titles for executives, president/CEO 
made the least. 
   Wild as that sounds, 
there's actually a 
good reason. There 
are far more presi-
dents of small, single-
employee funds than 
there are presidents 
of goliaths. That 
brings the median 
paycheck way down. 
   So, if you're looking 
for a job in hedge 
funds, ask to be 
named intern rather 
than president -- you'll make nearly twice 
as much. 
 

Don't ask 
Now that you've gotten out all the 1099 
forms for your business, you've shifted 
gears to collecting the ones you expect to 
receive. 
   If you don't get one you've anticipated, 
Forbes Magazine has some unusual ad-
vice -- don't ask! 
   Asking could get you an inaccurate 
1099 form, if the payer wasn't on top of its 
accounts enough to send you one in the 
first place. Or, the company could issue 
you a new one which duplicates one they 
reported but didn't get to you. The IRS 
could think you got double the income. 
   Just go ahead and report the income 
for your tax return. You don't need the 
1099 like employees need W-2's. Over-

reporting income compared to what the 
IRS knows about is never a problem, only 
being short. 
 
    

Swiss or U.S.? 
While Swiss and Cayman Island banks 
have long held the reputation for private 

bank accounts, their 
money is moving rap-
idly to a new privacy 
haven: the United 
States. 
   For some years, the 
IRS has pursued tax 
dodgers and money 
launderers ... and ter-
rorists ... by pressur-
ing foreign banks to 
give up information on 
their secret accounts. 
As a result of a widely 
publicized legal battle 

in 2007, UBS and Credit Suisse Group 
were hit with $5 billion in U.S. fines. 
   Congress passed in 2010 the Foreign 
Account Tax Compliance Act (FATCA), 
which became the blueprint for an even 
more stringent international agreement by 
the Organisation for Economic Coopera-
tion and Development (OECD). 
   Only a handful of nations worldwide 
have not signed on to the OECD informa-
tion-sharing policy. The biggest hold-out: 
the United States. 
  Bankers and financial advisors to the 
globally wealthy now are moving billions, 
maybe trillions, of dollars from venerable 
banking locales to such exotic sites as 
Reno, NV, and South Dakota.  
   Leading European bank Rothschild & 
Co., which recently opened a U.S. office 
in Reno, commented the U.S. now  “is 
effectively the biggest tax haven in the 
world.” 
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Unemployment taxes: 
give and take 
The Arizona Job Training Tax was re-
pealed effective Jan. 1. Since 2001, em-
ployers had been required to pay 0.1% 
for that tax along with their unemploy-
ment tax payments. 
   Also, the $10 exemption has been 
killed. Now, employers must file and pay 
the unemployment insurance tax regard-
less of the amount. In the past, amounts 
less than $10 did not have to be paid. 
 

The essential 

1099-MISC 
Some companies think of 
1099-MISC forms as a nui-
sance. Others consider 
them a protection. Here's a 
recap to do them right. 
   The $600 Rule. 1099-
MISC forms are required to be issued for 
payments totaling more than $600 during 
a year . 
   For services. 1099 forms are issued to 
service providers. You don't have to do 
them for purchases of products. How-
ever, if you sold $5,000 or more of con-
sumer products to a buyer for resale, you 
need to do a 1099. 
  Unincorporated providers. You don't 
have to prepare 1099-MISC's for corpora-
tions, either S-corp or C-corp. Unincorpo-
rated means 1099's go to individuals, 
sole proprietorships, partnerships and 
LLC's (either single-member or multi-
member, unless they've chosen corporate 
status). However, payments to attorneys 
in the course of business must be put on 
1099's even if they are incorporated. (The 
IRS thinks lawyers tend to underreport 
their incomes.) 

 
   Jan. 31. For nonemployee compensa-
tion (box 7), 1099 forms must be issued 
to recipients by Jan. 31 and filed with IRS 
by Feb. 28 (or Mar. 31 if you file electroni-
cally). But next year that changes -- 
1099's will have to be to IRS as well by 
Jan. 31, 2017. 
   Paper or... Yes, you can provide an 
electronic 1099-MISC if the recipient con-
sents and can access it. Otherwise, do a 
paper form. 
   Penalties.  
• Filing late: $50 to $260 per form de-

pending on how late you 
are. 
• Intentional disregard of 
filing: minimum $530 per 
recipient form. 
• Incorrect or missing in-
formation: penalty de-
pends on when you provide 
correct information. 
• Intentional failure to 

provide to recipients: minimum $530 per 
recipient. 
   And that's not all: An IRS auditor will 
dismiss the deduction for any expense 
where you should have issued a 1099-
MISC and didn't. 
   Get the idea that 1099's are serious 
stuff? Okay, but what about those work-
ers who don't want to get a 1099? 
   Insist on a W-9 form from anybody you 
are going to pay. Get it before they start 
work. 
   Explain that by legally reporting their 
earnings, they may qualify for various tax 
breaks like the Earned Income Credit and 
are building Social Security credits to-
ward retirement or disability. 
   Point out that you are a reputable busi-
ness and want to do business only with 
reputable contractors. 
   For more information, see the General 
Instructions for Certain Information Re-
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How secure is your Social 

Security Number? 
Hackers can guess your Social Security 
Number (SSN) within ten tries if you were 
born after 1993, a new report from the Cen-
sus Bureau reveals. 
   If you were born before 1993, when the 
Social Security Administration (SSA) 
changed its number assignment method, 
figuring out your SSN is 
harder, but not a lot harder, 
the report says. 
   The first five digits of a So-
cial Security are assigned 
geographically, and the val-
ues have been public for 
years. The first three digits 
refer to the state where the 
number is issued, and the 
middle numbers refer to the specific loca-
tion (hospital, etc.) where issued. In 1993, 
SSA started having hospitals assign Social 
Security numbers at birth. 
   So, a hacker who knows when and where 
somebody was born can determine the first 
five digits pretty easily, leaving just the last 
four to guess. 
   Online identity verification systems often 
allow for typographical errors, requiring only 
seven of the nine digits to be entered cor-
rectly to confirm somebody's identity. 
Hence, the 10-guess hack. 
   The Census Bureau points out that Social 
Security Numbers were designed decades 
before modern data-mining techniques 
were available. Since SSN's are key to 
credit and identity theft, the agency is urg-
ing the Social Security Administration to 
adopt new procedures for assigning SSN's. 
 

Gift cards get tough 
Stores are making it harder to buy gift cards 
as a result of new rules that make them 
liable for fraud. 
   Some retailers are insisting on cash or 
asking for identification. Some places are 

putting limits on purchases, selling smaller 
denominations or dropping some kinds of 
prepaid cards. 
   Criminals like to buy the untraceable pre-
paid cards with stolen credit cards. They 
can either use the cards or cash them out 
through services that buy unwanted gift 
cards at a discount. 
   Prepaid cards, both merchant and Visa/
Mastercard prepaid debit cards, are ex-
pected to do $651 billion in business this 

year. That's up 57 percent 
from six years ago. 
   Until last October, card issu-
ers absorbed the costs of 
fraud, but a new law shifted 
liability to merchants if they 
aren't using the new "chip 
card" technology for checkout. 
   Grocery stores, gas stations 
and small businesses have 

been slower to put the new equipment in 
place, making them more vulnerable to 
fraudulent purchases of gift cards. 
 

Federal debt is manageable 
The federal government's debt is "elevated" 
but still quite manageable, JPMorgan says. 
A report by the big bank tries to calm jittery 
investors, particularly as they hear election-
year cries about the economy. 
   The federal budget deficit has declined 
from 9.8% of Gross Domestic Product 
(GDP) in 2009 to 2.7% in 2015, according 
to the Congressional Budget Office (CBO). 
   The government's total debt, at $13 tril-
lion, is 74 percent of the GDP, which 
JPMorgan calls "an elevated level, but 
hardly a record." 
   Gross domestic product (GDP) is a meas-
ure of the value of all goods and services 
produced in the country during a year. In 
terms of total GDP, the US slightly trails the 
European Union and almost doubles 
China's GDP. On a per-capita basis, the 
United States ranks fifth, behind Luxem-
bourg, Switzerland, Qatar and Norway. 
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Federal paperwork grows 
With Tax Day behind you, perhaps you 
imagined the end of government paper-
work for a while. Not so. 
   A new catalog of federal government 
forms by the American Action Forum lists 
23,000 forms issued by 68 agencies. 
   If you thought IRS is the dead tree 
leader -- surprise! It's actually Health and 
Human Services (HHS). 
   Following HHS' regulation 
of the medical field are the 
departments of agriculture 
and commerce, with treas-
ury coming in fourth. 
   The Office of Manage-
ment and the Budget 
(OMB), which administers 
the 36-year-old Paperwork 
Reduction Act, projects that federal pa-
perwork compliance will cost 33.3 hours 
per person in 2016. That's up from 26 
hours in 2005 and 24.5 hours in 1995. 
   The biggest driver for inflating to 10.8 
billion hours Americans will have to 
spend doing paperwork this year are the 
2010 Dodd-Frank financial reform law 
and the Affordable Care Act, according to 
the advocacy group. However, it notes 
that Agriculture, with its 3,700 forms, is 
virtually untouched by either law. 
 

Chipping away 

While millions of Americans have re-
ceived new credit cards with embedded 
chips, only 37 percent of retail sites are 
equipped to handle them yet, according 
to recent research. 
   With legal changes taking effect last fall 
to shift liability to merchants, it would 
seem that everybody would have chip 
readers in place. 
   The big hang-up, even more so than 

the equipment cost, is the certification 
process once the readers are installed, 
according to the National Retail Founda-
tion (NRF). 
   It says the on-site activation process 
has taken far more time than projected. 
Hardest hit are small businesses waiting 
for technicians to visit and activate the 
reader. 
   Grocery stores are particularly targets 
for fraudulent cards, and one Florida gro-

cery owner is suing the 
Big 3 card companies for 
delays in the process. 
   By June, consumers 
should be able to use chip 
cards at half of U.S. retail 
locations, and at 90 per-
cent of stores by next 
year. 

 

More minimum wage 
While Arizona's inflation-indexed mini-
mum wage stayed put for 2016, political 
pressures for raising the minimum wage 
have gained traction nationwide and even 
worldwide. 
   Oregon set the pace with a plan to raise 
minimum wages by region, with Portland 
area workers receiving the highest at 
$14.75. 
   Not to be outdone, California and New 
York this spring passed laws phasing in 
$15 minimums for some locales. That will 
be a 50 percent increase from California's 
current $10 per hour and a 67 percent 
increase from New York's $9. 
   Meanwhile, Target followed Wal-Mart's 
lead in raising the minimum wages it pays 
employees, reflecting a new trend where 
businesses are beating government in 
setting wage levels. 
   Internationally, Britain, India and parts 
of the Philippines have raised their mini-
mum wages during the past year. 
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What to know about 

overtime 
New regulations issued in May double the 
overtime threshold and is expected to 
make 4.2 million more workers eligible for 
overtime pay. The impact may be great-
est for retailers, restaurants and services. 
   Employers have until Dec. 1 to comply 
with the new rules for salaried employees 
who are guaranteed overtime 
pay beyond 40 hours per 
week. Since 2004, overtime 
has only been required for 
salaried workers who earn less 
than $23,660 (or $445 per 
week). That limit will rise to 
$47,476 (or $913 per week) as 
of Dec. 1 and will be indexed 
for inflation in the future. 
   The Department of Labor 
projects the law could boost wages by 
$12 billion over the next decade. But ex-
perts think businesses will react in vari-
ous ways. 
   Rather than paying time-and-a-half for 
extended work weeks to workers already 
earning near the cap, some companies 
may raise salaries above the $47,476 fig-
ure to avoid paying overtime. 
   Others may cut workers' hours to make 
sure they don't go over 40 hours. That 
happened in some places when the Af-
fordable Care Act required health care for 
people who worked at least 35 hours a 
week. Such cutbacks could affect other 
benefits such as vacation time and 401(k) 
eligibility. 
   "With the stroke of a pen, the Labor De-
partment is demoting millions of workers," 
the National Retail Federation, said. 
   Another out for employers is the work-
ers' job duties and how they are classi-
fied. Employees whose  primary job re-

sponsibilities are considered “executive, 
administrative or professional” (EAP) 
aren't automatically eligible for overtime 
pay under current labor laws. Retail and 
food service managers, who often work 
long hours and could perhaps use the 
extra money the most, may see no 
change in their paychecks. 
   Teachers are specifically excluded from 
overtime eligibility, but universities fear 
the budget bite for researchers and other 
staffers. 

   Technology could make it 
harder, rather than easier, to 
track workers' time. Some 
companies already push em-
ployees to handle email and do 
other paperwork electronically 
at home, when they are “off the 
clock." 
   Vice President Joe Biden, 
when making the announce-
ment, said that in 1975 over 60 

percent of salaried workers qualified for 
overtime but today only seven percent 
do. One-third of workers are projected to 
be eligible under the higher threshold. 
 

Retirement mecca? 

Arizona ranked #2 behind Florida for the 
most retirees moving to the state in 2014. 
Mesa was the #1 destination city in the 
country, while Phoenix, Chandler and 
Scottsdale also made the top 10. 
   Retirees bring money and jobs, particu-
larly in food and entertainment, services 
and healthcare.  
   While Florida had triple the number of 
new retired residents as Arizona, it at-
tracted mostly east coast people from 
colder climes with its warm weather, 
beaches and no income tax. 
   Rounding out the top five behind Ari-
zona are South Carolina, Georgia and 
North Carolina. 
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New forms are here 
Arizona's Transaction Privilege (Sales) 
Tax forms have been overhauled and 
take effect this month. 
   Sales tax reports filed in July for June 
will use the new forms. The TPT-1 has 
been replaced by the TPT-2 and a short 
form TPT-EZ for businesses with only 
one location. 
   The new forms use a "location code" for 
each business site. This location code 
can be found on the left side of your 2016 
state TPT license. 
   It is important that you provide the 
new printed form you receive to Book-
keepers Business Service so we can 
properly prepare your return. If we have 
any questions about your location code, 
we will contact you. 
   The new forms are part of the TPT Sim-
plification program started last year. 
   Tucson city TPT returns will continue to 
be filed separately, at least through the 
rest of 2016. Even-
tually, all cities will 
stop their own re-
porting forms and 
all sales taxes will 
be reported with the 
new state forms. 
   The TPT-EZ form 
is designed for the 
195,000 Arizona  
businesses that op-
erate from a single 
location. The TPT-2 
is a consolidated 
form for businesses 
with multiple loca-
tions. 
   The detail sec-
tions for state, 
county, city and 
reservation taxes 

are separated on the new forms. If you 
have multiple locations, you must report 
the sales by each location even if they 
are in the same city. 
   At press time, the new forms did not 
appear in the TPT forms section of the 
AzDOR.gov website, so here are where 
to download blank forms: 
-- TPT-EZ: https://www.azdor.gov/
Portals/0/TPTSimplification/TPT-EZ.pdf 
-- TPT-2: https://www.azdor.gov/
Portals/0/TPTSimplification/TPT-2.pdf 
   The location codes are for a specific 
geographical place, so it you move your 
business to a new location or you open 
another location, you must obtain a new 
location code. 
   Due dates for reporting with the new 
forms are still the same:  the 20th of the 
following month. 
   As always, if you have questions about 
the new forms or your sales tax reporting, 
please call our office. 

July, 2016 Free 



No escape from SE tax
Owning a working interest, no matter how
small, in a business makes the income
subject to self employment (SE) tax, an
appeals court ruled in June.

A retired taxpayer invested in several
oil and gas partnerships. He reported the
income on his tax return but didn't treat it
as SE taxable.

The IRS and the courts disagreed.
Even though he was not involved in the
management of the business, the income
was not an investment but a distributive
share of income from a partnership.

The court ruled that the issue of SE tax
doesn't depend on control or proportion of
ownership but whether the taxpayer sim-
ply is a general partner.

Often, investors are treated as limited
partners exempt from SE tax. However,
oil and gas ventures sometimes elect out
of partnership rules, so they can pass
through income and writeoffs limited part-
ners can't use.

As a result, the investors are consid-
ered general partners, regardless of what
tiny fraction of the capital they contrib-
uted. General partnership income is sub-
ject to self-employment tax even for mi-
nority, not-active partners, the court said.

What's a nexus?
As states scramble for sales tax reve-
nues, they are revising the definition of
"nexus," an new Bloomberg BNA study
reports.

Under federal law, there must be some
definite link, called "nexus," between a
state and a person the state wants to tax.
The landmark 1992 Quill court decision
set a standard of a physical presence in

the state for tax to be imposed.
In a digital age where a company does-

n't need to have an office or store in a
state to do business there, new contro-
versial definitions of nexus have arisen.
The Interstate Tax Limitations Act pre-
cludes state income tax if a seller's only
activity in a state is soliciting orders.
(Some states had taxed out-of-state com-
panies who advertised in their state.)

A model statute adopted in 2002 by the
Multistate Tax Commission redefined
nexus in terms of "economic presence"
based on several factors. This approach
is also called "market-
based sourcing."

Arizona is one of the
states that has aban-
doned the Quill stan-
dard. It pursued lengthy
lawsuits with Amazon
over taxing sales to Arizona residents.

Commonly sales tax is due where the
order was initiated, the goods were pro-
duced, and where it was delivered. If one
of those three pieces is missing, then the
transaction is treated as interstate and
exempt.

A twist in the BNA study is that almost
half of the states now consider that ship-
ping via a contract carrier still creates
nexus for collecting tax.

For instance, an Arizona resident or-
ders a machine from an Ohio manufac-
turer who ships it by Fedex. When the
package is turned over to Fedex in Ohio,
the seller is done and has no physical
connection to Arizona.

But Arizona will want sales tax from the
manufacturer if it has a contract with
Fedex. The state considers that the same
as if the seller sent its own truck to Tuc-
son to deliver the order.
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The end of tipping? 
Six prominent Portland, OR, restaurants 
are discontinuing the practice of tipping 
by customers. While the policy will elimi-
nate customer confusion over how much 
to leave, the real driver is coping with 
Portland's minimum wage climbing to 
$14.75 per hour by 2020. 
   The controversy over 
raising the minimum wage, 
which will be on the Ari-
zona ballot in November, 
most affects service indus-
tries such as food and bev-
erage facilities. 
   The "gratuity-fee" con-
cept has been adopted 
elsewhere already, but the 
movement is gaining momentum in the 
wake of a recent federal court ruling that 
bans staff from sharing tips. 
   Not all customers are keen on the free-
dom from tipping. The six Portland res-
taurants are increasing menu prices by 
an average of 18 percent to accommo-
date higher pay for employees. 
   Some customers also grumble about 
losing control over rewarding good ser-
vice or making a point about bad service. 
 

Sharing has new meaning 
Recognizing the growth in shared ser-
vices such as Uber and AirBnB, the IRS 
has launched a new "Sharing Economy 
Resource Center" website. 
   IRS notes that technology has changed 
how people commute, travel, rent vaca-
tion places and perform many other ac-
tivities in the past few years. Increasingly, 
the Internet is connecting service provid-
ers and customers for short-term work 
such as a ride to the airport. 
  The providers are typically non-W-2 

workers who may or may not get 1099-
MISC forms. The income received often 
is side income, such as renting a vacation 
home occasionally or moonlighting as a 
handyman. 
   Of course, there are tax consequences, 
so IRS wants its cut. 
   The IRS reminds sharing economy pro-
viders that income generally is taxable 
even if they are paid in cash and do not 

receive a W-2, 1099 or 
other form. The IRS urges 
providers to make esti-
mated payments or con-
sider additional withholding 
from their main jobs. 
 

Facebook's red 
face 

Facebook got a bill for up to $5 billion, 
plus penalties and interest, from the IRS 
in July. The tab, which the company said 
"could have a material adverse impact" 
on its finances, is over its transfer of op-
erations to Ireland in 2010. 
   Facebook made Dublin its international 
headquarters, transferring its assets to 
Ireland to escape higher U.S. taxation. 
   Over recent months, IRS has issued 
seven subpoenas for company records to 
which the company didn't respond. The 
final one was for company officials to ap-
pear at the IRS office June 17, but no-
body appeared. 
 

Stimulating the economy 
Just in time for election debates, a report 
by the the Congressional Budget Office 
(CBO) concluded that "short-term effects 
of tax changes on output and employ-
ment become smaller during times of 
higher unemployment." In other words, 
tax incentives don't work as well when the 
economy is bad. 
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Incomes rise, but... 
Americans' incomes rose last year for the 
first time since 2007, before the recession 
hit. But ... incomes have fallen so far in 
2016. 
   The Census Bureau reported that the  
real l median household grew by 5.2 per-
cent in 2015, the biggest jump in 50 
years. The median rose to $56,516 from 
$53,718, but has dropped about one per-
cent this year. 
   The top five percenters, 
however, saw even greater 
rises. It took a household in-
come of $214,463 to join the 
top five percent last year. 
That group had 22 percent of 
all American incomes in 
2015. 
 

Getting social 
If you think social media is 
about sharing puppy pictures 
with your long-lost friends, 
you haven't talked to a teen-
ager lately. Or to a media re-
searcher. 
   Quiz: What's the #1 source for news 
now? USA Today? NBC? CNN? Nope, 
it's Facebook, according to recent re-
search. 
   Live feeds from participants and spec-
tators at everything from youth soccer 
games to political events and catastro-
phes beat even TV and radio in getting 
the news out. 
 

Downsides of being 
a millionaire 
Some people feel that having a million 
dollars would solve their problems, but 
Bryan Clayton, CEO of GreenPal, points 
to some harsh realities of being a million-
aire: 

   1. You're more likely to be sued. 
   2. You can't always trust the people you 
hire to manage your money and affairs. 
   3. You attract fake friends and mooch-
ers. 
   4. You have to deal with people who 
dislike you for your success 
   5. You may feel some guilt about doing 
better than those around you. 
   6. You owe more taxes. 
   7. You feel pressured to maintain a cer-

tain lifestyle and that you 
never have enough. 
   Clayton doesn't dismiss the 
goal of being a millionaire, 
but notes, "be careful what 
you wish for." 
 

Sleeping on it 
You've probably noticed that 
some problems just seem to 
have solutions magically ap-
pear in the morning where 
they seemed insurmountable 
the night before. Experts say 
that while you sleep, your 

unconscious operates free of the logical 
constraints you place on your decision 
making while intentionally thinking about 
things. 
   Fast Company suggests these tips for 
making the most of "sleeping on it." 
   1. Relax for a half hour before going to 
bed. 
   2. In bed, write down the problem, and 
say it out loud to yourself. 
   3. As soon as you wake up, write down 
whatever thoughts and dreams come to 
mind. 
   4. Relax with some tea or coffee and let 
your mind roam for 30 minutes. Jot down 
what's on your mind, but don't focus too 
much on words. 
   5. Read back your notes, and now you 
can consciously debate solutions.  
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1099's move up 
The deadline for filing W-2 and 1099-
MISC forms has moved up to Jan. 31. 
That's the new date to send forms, either 
electronically or on paper, to the govern-
ment as well as put them in the hands of 
workers. 
   The accelerated deadline is to allow the 
IRS to spot fraudulently filed tax returns. 
Scammers who file with bogus W-2's or 
1099's have been able to get refunds be-
fore the IRS received the forms from pay-
ers. 
   The shorter timeframe after year-end 
makes organizing your records now a pri-
ority. Ask for a W-9 by 
December from any-
one you lack com-
plete information for 
and will need to send 
a 1099-MISC. 
   While January is of-
ten a busy time for 
businesses with year-
end accounting, re-
member that there are 
penalties for not filing 
and providing W-2's 
and 1099's on time. 
 

Who’s exempt from overtime 
Dec. 1 is the date the revised rules for the 
Fair Labor Standards Act (FLSA) kick in. 
We've already addressed the overtime 
rules in an earlier newsletter. 
   After two years of wrangling, the De-
partment of Labor basically just changed 
the income limit for workers exempt from 
overtime pay. Beginning Dec. 1, workers 
who earn less than $913 per week 
($47,476 per year) cannot be exempt 
from overtime pay ... even if they are on 
salary. 
   But pay itself isn't the only criterion. The 
Labor Department reaffirmed the 
longstanding two-point qualification for 

overtime-exempt employees. 
   In addition to earning more than $913 a 
week on a salary basis, the employee's 
duties must be executive, administrative 
or professional -- "white collar." 
    In other words, hands-on workers -- 
"blue collar" are eligible for overtime pay 
regardless of their income. 
   Outside sales persons who are paid on 
a fixed commission schedule and earn 
more than the limit can be exempt from 
the overtime rules. 
 

AZ income lags 
Arizona's per-capita personal income 
rose 3.2 percent in 2015 to $39,471. 

While that's good news 
for businesses scram-
bling to gather con-
sumer dollars, Arizona 
still lags well behind 
the national average of 
$47,669, according to 
the latest research 
from the University of 
Arizona. 
   That income placed 
Arizona 42nd among 
the 50 states and the 
District of Columbia. It 

was behind most western states but 
ahead of Utah, New Mexico and Idaho. 
   What's a concern for business growth is 
that the gap is widening. In the early 
1970's, Arizona trailed the national in-
come by less than four percent . The 
state was 9.9 percent behind in 2006. 
Last year the gap to the national average 
was 17.2 percent, nearly double what it 
was before the recession hit.  
   Arizona figures are skewed towards 
metro Phoenix, with three-quarters of the 
state's population. Metro Tucson saw a 
3.3 percent growth in retail sales last 
year, versus 5.3 percent for Phoenix. 

November, 2016 Free 



 

Merry Christmas! 
Our offices will be closed from noon, Fri-
day, Dec. 23, through Jan. 2 for the holi-
days.  We will open again on Tuesday, 
Jan. 3. 
   The staff of J&J Business Service wish 
you and your family a most joyful holiday 
and a bright new year. 
 

Minimum wage 
jumps to $10 
Arizona’s minimum wage will increase to 
$10 per hour for 2017, a result of Propo-
sition 206 ("Fair Wages and Healthy 
Families Act") passed by 
voters in the November 
election. 
   For any employee who 
regularly receives tips or 
gratuities, an employer 
may pay wages up to 
$3.00 per hour less than 
the minimum wage if the 
employer can establish by 
its records that for each pay period the 
employee received not less than the mini-
mum wage for all hours worked, when 
tips are added to wages paid.  
   The new law also mandates "earned 
paid sick time." Employees will accrue 
one hour of sick leave for every 30 hours 
worked, up to 24 hours per year for busi-
nesses with fewer than 15 employees. 
Workers in companies with 15 or more 
employees can earn 40 hours of sick 
leave per year. 
   The measure allows earned paid sick 
time to be used for an employee’s medi-
cal care, an employee’s need to care for 
a family member, a public health emer-
gency, or addressing domestic violence. 
   The new law will raise the minimum 
wage to $10.50 in 2018, $11 in 2019, and 
$12 in 2020. Starting in 2021, the mini-

mum wage will be indexed to the cost of 
living.  
   Had the ballot initiative not passed, the 
Arizona minimum wage would have in-
creased to $8.15 under the 2006 law. For 
comparison: California's 2017 minimum 
wage is $10.50, New Mexico $7.50, Colo-
rado $9.30, Utah $7.25, Nevada $7.25 
with health benefits or $8.25 without. 
   For more information, visit the state’s 
minimum wage website at 
www.ica.state.az.us/Labor/
Labor_MinWag_main.aspx.  
 

W-2’s and 1099’s 
It's not too early to start gathering W-2 
and 1099 information. 

   Early in January, our of-
fice will mail 1099 request 
forms.  The 1099 forms are 
required for payments of 
$600 or more to non-
incorporated entities 
(including LLC’s) for rent, 
interest paid or services 
rendered. 
   If you are missing any 
payee information, give a 

W-9 form the payee to complete. You can 
download a W-9 form at www.irs.gov/
file_source/pub/irs-pdf/fw9.pdf or call our 
office and we will send one to you. 
   Since January also is time to prepare 
year-end payroll forms, please review you 
payroll journal to make sure you have ac-
curate (and current) names, addresses 
and Social Security numbers for all your 
workers. 
   Just a reminder that there are penalties 
for not filing on time as well as inaccurate 
information. We have seen several em-
ployers hit with penalties this year. W-2's 
and 1099's forms need to be out to work-
ers by Jan. 31.  
   Starting now, the forms must also filed 
with the government by Jan. 31.  
 

December, 2016 Free 


	01Jan16.pdf (p.1)
	02Feb16.pdf (p.2)
	03Mar16.pdf (p.3)
	04Apr16.pdf (p.4)
	05May16.pdf (p.5)
	06Jun16.pdf (p.6)
	07Jul16.pdf (p.7)
	08Aug16.pdf (p.8)
	09Sep16.pdf (p.9)
	10Oct16.pdf (p.10)
	11Nov16.pdf (p.11)
	12Dec16.pdf (p.12)

