
 

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 
records for accurate (including spelling):  
• Payee first and last names  
• Addresses  
• Social Security Numbers  
   If you are missing any infor-
mation, give a W-9 form to the 
payee to complete. If in doubt, 
send a W-9.  You can down-
load 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, 
and starting this year must 
also be filed by Jan. 31. Dur-
ing the past year, we have 
seen penalties 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.  
 

Sales tax changes 
The 0.1% zoo sales tax, passed in the 
November election, was scheduled to 
take effect Jan. 1 for Tucson businesses. 
However, the Tucson charter requires the 
city council to meet and vote on the 
measure before it becomes an official or-
dinance. 
  As a result, the city has announced that 
the additional tax will not take effect until 
Feb. 1, rather than Jan. 1. The tax will be 
due with PLT returns filed in March rather 
than February. 
   Make sure you adjust your cash regis-
ters or invoicing system to 8.7% for loca-
tions within the city of Tucson beginning 
Feb. 1. 

   Marana and Oro Valley remain at 8.6%. 
Areas in Pima County, including Vail and 
Green Valley, are still 6.1%, while Pinal 
County is 6.7%. 
   Most business have already received 
the $20 Municipal Tax License fee with 
the ADOR annual license renewal and 
must pay that fee to the ADOR. If you 
need help with the forms, please turn it in 
with your December work so we can fill it 

out and send it back.  
   The City of Tucson's $50 
annual business license fee is 
billed separately and must be 
paid to the city, rather than to 
the state along with state fee. 
 

Mileage rate  
rises to 54½¢ 
   IRS raised the mileage rate 
for business use in 2018 by a 
penny to 54½ cents. The in-

crease comes after declines the last two 
years. 
   Moving and for medical travel rates also 
climb a penny to 18 cents for 2018.. 
   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.  
 

Quick facts for 2018 
— The “Tax Cuts and Jobs Act” passed 
by Congress in December doesn’t affect 
2017 returns, except that the 10% thresh-
old for deducting medical expenses has 
been rolled back to 7.5%. 
-- Maximum earnings taxable for Social 
Security is $128,700, up from $127,200, 
in 2017. 
-- 401(k) contribution limit rises $500 to 
$18,500, and catch-up is still $6,000. 
-- IRA contribution limit remains at 
$5,500, and catch-up is $1,000. 
-- Maximum SEP contribution for 2018 is 
$55,000, up $1,000 from 2016. 
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A healthy economy 
Good news to business owners' ears: 
The U.S. economy grew 2.3 percent last 
year, the Commerce Department an-
nounced. 
   That's up from 1.5 percent growth in 
2016, but not as strong as 2015. And the 
reason may surprise you. 
   Amid chatter about tax cuts, the uptick 
in the American economy is because the 
global economy had a 
big comeback. The glob-
al economy grew 3.7 
percent last year, the 
fastest pace since 2010, 
according to the Interna-
tional Monetary Fund 
(IMF). 
   Since many American 
companies sell into for-
eign markets, the resur-
gence in every region worldwide helped 
fuel American jobs and stock prices. The 
stronger American economy also spurred 
foreign companies such as Samsung to 
open new facilities in the U.S. and create 
jobs here. 
   More good news: IMF officials project 
global growth of 3.9 percent for 2018, and 
2.7 percent for the U.S. 
   A more vibrant economy benefits small 
businesses, too, because there is more 
money around for what they are selling. 
 

Tucson grows, too 
National numbers are nice, but what 
about locally? The Tucson metro area's 
personal income grew by 3.2 percent in 
2017 and is projected to rise 3.8 percent 
in 2018, according the the Economic and 
Business Research Center (EBRC) at the 
University of Arizona. 
   The center reported retail growth of 4.1 
percent, a healthy jump from the 1.1 per-
cent in 2016. 

   Meanwhile, the Tucson population re-
mains rather flat. Census Bureau statis-
tics indicate the Tucson metropolitan area 
grew by 8,000 residents in 2016, taking 
the total population to 1,016,206. 
   While 8,000 is a tiny percentage of the 
1 million population, it is the largest 
growth since 2009. 
   About 4,900 people relocated to Tuc-
son, and 2,250 of those came from out-
side the US. Natural population increase, 

or births minus deaths, 
accounted for 2,000 
people. 
   Projections for 2017 
expect the area grew by 
another 4,000 people in 
2017. 
   The Milken Institute 
ranked Tucson at 154 
out of the 200 largest 
metro areas in the U.S. 
for creating and sustain-

ing jobs. Metro Phoenix ranked 40. 
 

401(k) loans now easier 
The new tax law has made taking a loan 
from your 401(k) less risky. 
   Until 2018, you could repay a loan from 
your 401(k) a little at a time as long as 
you worked for the same company. 
   But leave, and you had just 60 days to 
repay or else the loan would be treated 
as a taxable distribution subject to a 10 
percent penalty. 
   Starting Jan. 1, workers who switch 
jobs or are laid off have until Oct. 15 (due 
date for extended returns) to replace the 
money into their old 401(k), the new em-
ployer's 401(k) or an IRA. 
   By paying back the loan, you avoid the 
tax hit and penalty as well as preserve 
your retirement account. 
 

February, 2018 Free 



 

New law rewrites  
rules for meals 
The Tax Cuts and Jobs Act of 2017 
(TCJA, the December tax reform bill) 
added some business-friendly provisions, 
but also took away others. 
   Perhaps the most impact for small busi-
nesses is the revamp of business meals 
deductions. 
   Starting in 2018, costs can no longer be 
deducted for entertaining clients or pro-
spects -- including meals at sports, con-
certs and other entertainment events. 
Previously, tickets, meals and other en-
tertainment costs were 50 percent de-
ductible. 
   Although the definition of "business 
meal" was removed, meals with clients or 
prospects where "substantial business 
discussions" at non-entertainment venues 
(say, restaurants) are still 50 percent de-
ductible. 

   Another key change is for on-premise 
meals provided for employees. Meals 
"provided for the employer's convenience 
on the employer's premise" are now 50 
percent deductible until 2025. After that, 
they will not be deductible at all. 
   This provision particularly affects res-
taurants which let employees dine free 
during their lunch breaks, and other busi-
nesses where workers remain "on call" 
throughout their work shifts. 
   Previously, employer-provided meals 
were 100 percent deductible if they were 
treated as a minimal fringe benefit and 
not included in the gross income on the 
employee's W-2. 
   Travel meals continue to be 50 percent 
deductible. To qualify, the travel must be 
for business away from the general area 
of your regular business location (usually 
more than 50 miles away from your of-
fice). 
   Good news -- costs for office holiday 
parties are still 100 percent deductible. 
There's something to celebrate. 

March, 2018 Free 

  2018 - New Rules 2017 - Old Rules 

Meals with clients with sub-
stantial business discussions 

50% deductible 50% deductible 

Meals with clients without 
substantial business discus-
sions 

Nondeductible Nondeductible 

Meals at entertainment 
events 

Nondeductible 50% deductible 

Entertainment expenses Nondeductible 50% deductible 

Travel meals 50% deductible 50% deductible 

Meals provided for employer 
convenience on employer's 
premises 

50% deductible until 2025. 
Nondeductible after 2025. 

100% deductible if meals are ex-
cluded from employees' gross in-
come as de minimus fringe bene-
fits. Otherwise 50% deductible. 

Office holiday parties 100% deductible 100% deductible 



Bye-bye, employee
business expenses
Employee business expense writeoffs are
one of the important casualties of the tax
reform law, the Tax Cuts and Jobs Act
(TCJA) of 2017.

Raising the standard deduction will
make it harder for many taxpayers to
itemize anyway.

No longer will employees
with significant out-of-pocket
work expenses be able to de-
duct them. That includes busi-
ness mileage, meals, travel,
professional memberships,
work supplies and more -- all
gone.

Moving expenses also have
bit the dust. While job-related
moving costs have been re-
stricted in recent years, now
they are gone.

What's an employee to do?
The best solution is for busi-
nesses to set up "accountable reimburse-
ment plans."

Under an accountable plan (aka ex-
pense account), a company reimburses
workers for work-related expenses they
incur. Workers must turn in receipts or
other records to establish the amounts to
be reimbursed.

Accountable plan reimbursements are
tax deductions for employers but are not
reportable income for employees.

That's in contrast to non-accountable
expense accounts, where companies
give employees a blanket amount to cov-
er their out-of-pocket costs. Non-
accountable plans are not based on actu-
al expenses.

While still a tax deduction to employers,
non-accountable plans are taxable fringe
benefits to workers. The amount shows
up in taxable wages on their W-2's.

The loss of employee expense deduc-
tions will bite S-corporation shareholder-
employees. S-corp owners should rethink
their approach to their own expenses,
rather than tossing receipts into an enve-
lope to claim on the now-obsolete Form
2106.

Independent contractors still will be
able to deduct all of their business ex-
penses (other than meals and entertain-

ment, as we discussed last
month) on Schedule C.

Record  numbers
of store closing
More store closings were an-
nounced in 2017 than any oth-
er year on record.

More than 6,700 U.S. stores
were closed by national retail-
ers last year. Among the big
names: Walgreens, Kmart,
Sears, JCPenney, Gap, Bana-
na Republic, The Limited and

Staples.
That translates to 147 million square

feet of newly vacant retail space.
In addition, over 300 national retailers

filed for bankruptcy last year.
Among them is ToysRUs, which an-

nounced it will  close all 700 stores na-
tionwide this spring, putting 33,000 peo-
ple out of work.

Meanwhile, Forbes Magazine recently
announced that Amazon CEO Jeff Bezos
is now the world’s wealthiest person.

Walmart has responded aggressively to
Amazon by pushing its online ordering,
store pickup and delivery. Competitor
Target has seen store traffic decline but
still maintains better margins than
Walmart.

As online retailers squeeze the big brick
-and-mortar companies, local retailers
may feel the pinch, too, but also have
fresh opportunities to interact with cus-
tomers.
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20% deduction:  
Do you get it? 
The December Tax Cuts and Jobs Act 
(TCJA) offers a 20 percent tax deduction 
for business owners ... and introduced a 
whole new level of complexity into the tax 
code. 
   Owners of "pass-through" businesses 
can deduct up to 20 percent of their net 
business income from their income taxes. 
For an owner who nets $100,000 and 
falls into the 24 percent tax bracket, that 
could mean a $4,800 savings. 
   But actually getting that break depends 
on 1) having a pass-
through business, 2) what 
the business does, and 3) 
your personal income. 
   Traditionally, a pass-
through business was con-
sidered one that issues 
Schedule K-1's to its own-
ers -- S-corporations, partnerships, multi-
member LLC's and the like. TCJA adds 
sole proprietorships to the list, on the 
premise that a Schedule C business 
passes its profit to the owner's tax return. 
  Rentals on Schedule E will also get the 
deduction as long as they qualify as busi-
nesses (in other words, not vacation 
home rentals, below-market rentals to 
related parties). 
  What's missing here? C-corporations. 
The pass-through provision was intended 
to provide some equality to shareholders 
who presumably will benefit from the new 
30 percent cut in corporate tax rates. 
   The 20 percent deduction applies to 
"Qualified Business Income" (QBI). That's 
usually the net profit, but excludes: 
-- wages paid to S-corp shareholders 
-- guaranteed payments to partners or 
LLC members 
-- income earned outside the U.S. 

-- portfolio income: capital gains, interest, 
dividends earned in the course of busi-
ness. 
   TCJA splits businesses into two types: 
"specified services" and all others. Speci-
fied services is mostly what have been 
referred to in the past as professional ser-
vices: healthcare, law, accounting, per-
forming arts, consulting, athletics, finan-
cial services, brokers. TCJA drops engi-
neers and architects from from the list, 
however, and expands for services that 
do investing and investment manage-
ment. 
   Businesses that are not service provid-
ers are eligible for the 20 percent deduc-
tion regardless of the owners' incomes. 

For service firms, the de-
duction starts to phase out 
for married filing jointly 
owners with taxable in-
comes over $315,000 
($157,500 for singles). 
   How would that work? 
Suppose you’re a self-

employed plumber netting $60,000 and 
your spouse is an employee with a W-2 
of $40,000. You get a deduction of 20 
percent of your net — $12,000. End of 
story. 
   But look at a single medical doctor net-
ting $300,000 from his S-corp . After ad-
justments and itemized deductions, his 
taxable income is $240,000. That is over 
the $207,500 cap for the phaseout, so he 
gets no deduction at all. 
   For high-income companies that don't 
provide services, however, another limita-
tion kicks in for owners with taxable in-
comes over $415,000 ($207,500 single). 
The 20 percent deduction is limited to ei-
ther 50 percent of employee wages, or 25 
percent of wages plus 2.5 percent of the 
cost of capital assets.  
   While the 20 percent deduction reduces 
the owner's income tax, it does not cut 
the Social Security and Medicare taxes 
(self-employment tax). 
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Here's a tip 
From coffee houses to hair salons, tip 
jars sit on the counter in many business-
es. How that cash is taxed was ad-
dressed recently by a new IRS directive. 
   The loot in a tip jar typically is divided 
up among the employees on duty at the 
end of their shift. Of course, the IRS con-
siders tips as taxable in-
come.  
   Employees who cus-
tomarily receive tips are 
required to report those 
tips to their employers. 
Tips that are reported are 
subject to Social Security 
and Medicare (FICA) tax 
withholding. 
   Although the workers get to keep the 
cash, the employer then withholds the 
employee portion of FICA taxes from the 
wages it pays. In other words, out of the 
hourly pay comes FICA withholding for 
both the hourly wages and the reported 
tips. 
   Tips, whether paid directly or out of a 
pooled tip jar, are considered as compen-
sation for services. They are not defined 
in tax law but IRS has developed consid-
erable guidance about tips. 
   The IRS has two brochures "Tips on 
Tips" -- Pub 3144 for employers and Pub 
3148 for workers, as well as their detailed 
Pub 531, Reporting Tip Income. 
 

That's a record 
A music studio was denied its net operat-
ing losses (NOL's) by a recent Tax Court 
decision. The reason? Lack of records -- 
and not the vinyl kind. 
   Formed in 2002, SoBe signed several 
hiphop artists and actively produced, pro-
moted and distributed their music for 
more than a decade. However, during 
that time the music industry changed dra-
matically, shifting largely from tangible 

products to digital distribution. Despite a 
hefty investment and reasonable success 
with their artists, the company never 
turned a profit. 
   The LLC's 2011 return showed a $19 
million net operating loss carryover accu-
mulated over the years. The IRS contest-
ed the NOL and said the company was a 
hobby rather than a business because of 

the continuing losses. 
   The court disagreed, 
deciding the firm was run 
in a businesslike manner 
and was intended to 
make a profit. But when it 
came to verifying the ex-
penses that led to the 
losses, documentation 
was sketchy. SoBe had 

bank statements for some years, can-
celled checks for others, and scarcely a 
receipt. 
   Because the company couldn't prove 
the losses, the court tossed out their de-
duction. 
 

Are you thinking 70? 
Increasingly, people are putting off retire-
ment, mostly working extra years to catch 
up financially. 
   Almost four in 10 workers in a recent 
Employee Benefit Research Institute 
study said they intend to work until at 
least 70 years old. 
   The same study found that only about 
four percent of retirees actually were able 
to work to age 70. Meanwhile, just nine 
percent of workers expect to retire by age 
60, but 39 percent of currently retirees left 
the workforce before their 60th birthday. 
   The timing of retirement largely was out 
of necessity. Health issues are a major 
factor, but so is the potential for finding 
new work if laid off. 
   Some 26 percent of workers retired be-
cause their companies reorganized -- al-
most exactly the same number who re-
tired early because they could afford to. 

June, 2018 Free 



 

States can tax online 
sales, court decides 
States are allowed to collect sales taxes 
from out-of-state online sellers, the U.S. 
Supreme Court ruled June 21. 
   The landmark decision in South Dakota 
v. Wayfair reverses the 26-year-old Quill 
standard, which said that states could 
only collect sales tax from businesses 
with a physical presence in that state. 
   The controversial, 5-4 decision has 
been lauded as an equalizer for brick-and
-mortar retailers and a hefty boost to 
state tax coffers. It also has been called 
costly to consumers, a 
small business killer 
and taxation without 
representation. 
   Critics have suggest-
ed it is the same as a 
restaurant charging tax 
for a meal based on 
where the diner lives, 
rather than where the 
restaurant operates. 
   The administrative 
costs to calculate, track 
and pay sales taxes to the more than 
10,000 tax jurisdictions in the United 
States could be overwhelming to small 
online sellers. Major retailers such as 
Amazon and Walmart.com already collect 
sales taxes on their sales. 
   The Government Accounting Office es-
timates that states may be losing out on 
$8 billion to $13 billion in uncollected 
sales taxes on online purchases. 
   The ruling did not give the states carte 
blanche, however. The Commerce 
Clause of the U.S. Constitution prohibits 
states from discriminating against out-of-
state sellers and unduly burdening them. 
   The Court pointed out several steps 
South Dakota has taken to meet that re-

quirement. The state has one centralized 
agency to collect all sales taxes for the 
state, counties and cities. It also provides 
free software to out-of-state retailers to 
figure South Dakota taxes. 
  A key element to the court was that 
South Dakota has adopted the Stream-
lined Sales and Use Tax Agreement 
(SSTA), an interstate system where 21 
states have agreed to uniform rules for 
their sales taxes. Arizona does not con-
form to SSTA. 
 

Work remotely, get $10K 
Work-from-home, work virtually, telecom-
mute -- working remotely goes by a varie-
ty of names .  
   Gallup found that 43 percent of Ameri-
cans work remotely at least part of the 
time, and 31 percent work remotely at 
least four days a week. 
   Vermont, where the population is aging 
and its tax base is shrinking, wants to 
capitalize on that trend. 
   Starting next year, Vermont will give 
$10,000 grants to workers who move to 
the state and work remotely for out-of-
state companies. 
 

New uses for dead malls 
Hundreds of shopping malls have shut 
down during the last two decades, and 
many more are predicted to close in the 
next 10 years. 
   Imaginative new uses are popping up 
for abandoned malls. Some have con-
verted to apartments around a central 
courtyard. 
   Light-rail stations, medical clinics, 
churches, fitness centers , data centers 
and offices have taken over failed malls. 
   In Tucson, a multi-story mall was reno-
vated into a call center. 
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Are employees passé? 
"Doing more with less" is the mantra for 
many companies. In recent years, less 
has turned into fewer employees. 
   "Outsourcing" is the buzzword. Increas-
ingly, it means that at a company’s site, 
employees work side by side with con-
tractors. 
   It happens in all kinds of industries. In 
Tucson, Raytheon and Intuit are just two 
companies who utilize non-
employees extensively. 
   At Wal-Mart, the people 
stocking the shelves often 
are not Wal-Mart employees. 
They work for a trucking 
company which has a con-
tract to deliver -- to the 
shelves -- Wal-Mart's inventory.  
   But they aren't even employees of the 
trucking line, which has turned to an em-
ployee leasing firm to supply the person-
nel. 
   Commonly, firms look to hire employ-
ees for "core" or "customer-facing" func-
tions, while engaging contract services 
for other functions of their businesses. 
   The premise is to have employees who 
focus on what the company does best. 
Company cafeterias were perhaps the 
first operation to be contracted out, but 
now various types of administrative sup-
port services are outsourced. From cleri-
cal to human relations and information 
technology professional may work for a 
temporary staffing agency rather than the 
firm whose desks they sit behind. 
   Flexibility is normally cited for extensive 
outsourcing, but the system has distinct 
economic and legal benefits, too. 
   Firing a problem employee has to go 
through an often involved due process 
procedure, while getting rid of a contract 
employee takes just a phone call to the 
vendor. 

   A big plus also is the savings for bene-
fits. Employees of major companies are 
frequently enticed to join and stay with 
lavish benefits -- health insurance, vaca-
tion and personal time off, stock options 
and more. Staffing agencies typically of-
fer lower pay and more modest benefits, 
such as minimal health insurance not 
subsidized by the agency. 
   Economists estimate that as many as 
20 million workers, or up to 14 percent of 

the nation's workforce, are 
hired through a contracting 
firm to provide on-site labor. 
   Accenture, one of the 
world’s largest providers of 
outsourced labor, predicts 
that within a decade one of 
the world's largest compa-

nies will have "no full-time employees 
outside of the C-suite." 
   While much of the attention to shedding 
jobs has focused on automation and 
overseas labor, the outsourcing trend is a 
hidden force in job market of the future. 
 

A simpler W-4? 
The American Institute of Certified Public 
Accountants (AICPA) last month called 
on IRS to simplify the "unduly complicat-
ed" W-4 form to figure employee with-
holding. 
  "Taxpayers need a Form W-4 that is 
easy to understand and simple to com-
plete," the group said. That would ease 
the burden on employers and to reduce 
the risk of employees facing penalties for 
not having enough withheld. 
   AICPA raised privacy concerns over the 
form asking for family income information, 
credits and deductions. 
   With the tax rate changes for 2018, IRS 
has encouraged workers to file new W-4 
forms. 
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New regs hurt state  
tax credits 
State tax credits will lose out as federal 
charitable donations under new IRS regu-
lations issued late last month. 
   Until now, donations to certain charities 
and schools that provided state tax cred-
its also counted as charitable contribu-
tions on federal tax returns.  
   With the $10,000 limitation on state tax 
itemized deductions under the new Tax 

Cuts & Jobs Act (TCJA), 
IRS realized that the state 
credits were a way tax-
payers could get around 
the limitation. 
   Arizona offers four kinds 
of state tax credits: quali-
fying charities and foster 
care, public schools, pri-
vate school tuition organi-
zations, and the Military 
Family Relief Fund. 
   The bombshell rules 

gave no transition period. They took ef-
fect the day they were published, Aug. 
27. 
   Technically, they are proposed regula-
tions open for public comments for 45 
days and then a public hearing on Nov. 5 
before they become final. Unless chal-
lenged during the comment period, the 
rules will become permanent. 
   The new rules won't affect how taxpay-
ers can reduce their state income taxes 
with the credits. For the federal return, 
however, they will be able to deduct only 
the amount that the charitable donation 
exceeds the state tax benefit. 
   That will wipe out the deductibility of 
Arizona credits, which are "dollar for dol-
lar." Some states offer credits for 30 per-
cent of the amount donated, so their resi-
dents could still deduct 70 percent of the 
contributions. 
 

Lost wealth 
The housing crash and the Great Reces-
sion hurt the poor and middle class more 
than the rich, a report from the Federal 
Reserve Bank discovered. 
   Lower and middle income Americans 
had much of their wealth invested in their 
homes, while the well-to-do had a larger 
portion of their money in the stock mar-
ket, the report observed. 
   When the housing crash wiped out the 
savings of many modest income families, 
the stock market pursued its longest bull 
market in history. 
   The average household in the top 10 
percent of today's wealth is almost three 
times richer than the average household 
in the top 10 percent in 1971. In contrast, 
the bottom half of households dropped in 
wealth to the 1950 average and are still 
slightly poorer than in 1971. 
 

Finally some good news 
Americans are waiting longer to start 
claiming Social Security. That means 
they are looking for higher monthly 
checks, but it is also good news for the 
stability of the Social Security system. 
  In 2004, half of men and 55 percent of 
women filed for Social Security benefits 
at age 62, the earliest age possible. They 
were trading lifelong benefits for immedi-
ate cash. 
   New figures from Social Security Ad-
ministration report that in 2016, only 32 
percent of men and 37 percent of women 
filed for benefits at 62. 
   Two factors account for the shift. The 
current generation is in better health and 
live longer than a decade ago, so higher 
benefits for years to come is more im-
portant. 
   Also, as companies have shifted from 
defined benefit (fixed) pensions to 401(k) 
plans, workers no longer have an incen-
tive to retire at a given age. 
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New employer credit 
Last December's tax reform law created a 
new employer credit for 2018 and 2019. 
   Eligible employers who set up qualify-
ing paid family leave programs or amend 
existing programs by Dec. 31 can take a 
credit for paid family and medical leave, 
retroactive to the beginning of 2018. 
   For leave in 2018, the worker’s 2017 
pay must have been $72,000 or less. 
   The company's policy must provide at 
least two weeks of annual paid family and 
medical leave for each full-time qualifying 
employee and at least a prorated amount 
of leave for each part-
time employee. 
   The employer must 
pay at least half of the 
employee’s wages 
while the worker is on 
leave. 
   More details are given in IRS Notice 
2018-71, available at https://www.irs.gov/
pub/irs-drop/n-18-71.pdf 
 

Is college debt killing 
the economy? 
The biggest threat to our economy comes 
from a direction we don't think about, 
some economists say. 
   Americans now owe more than $1.52 
trillion in student loan debt, and it's on 
track to exceed $2 trillion by 2022.  
   That’s about $620 billion more than the 
total U.S. credit card debt. Student loans 
are right behind mortgages and well 
ahead of car loans. 
   Economists worry that student loans 
stifle former students' ability to buy 
homes, cars and other products. 
   Some researchers have even found 
that the burden of student loans prompt 
some individuals to put off marriage. 
   Students graduating this year face an 
average of $39,400 to pay back. Two-
thirds of bachelor's degree grads have 

student loans, compared to three-
quarters of those who go to graduate 
school and 88 percent of those who at-
tend for-profit colleges. 
   The good news -- Arizona graduates 
have the third lowest student debt in the 
country. The Arizona average of $11,564 
in 2017 ranked just above Utah and Wyo-
ming. 
 

AZ millionaires 
Arizona is home to more than 137,000 
millionaires, or 5.3 percent of the state's 
population, according to Kiplinger. 

   That ranks Arizona 
30th among the states 
for concentration of mil-
lionaires. Maryland 
ranks number one with 
7.9 percent of its resi-
dents having millionaire 

status, while Mississippi with 4.0 percent 
is at the bottom of the list. 
   Since the death of Discount Tire found-
er Bruce Halle in January, Mark Shoen is 
now Arizona’s wealthiest person with a 
net worth of $3 billion, according to 
Forbes. Shoen owns about one-fifth of 
Amerco, U-Haul's parent company. 
 

Do you QSEHRA? 
A new healthcare option is available to 
small firms,. 
   Called “Qualified Small Employer Health 
Reimbursement Arrangements” (QSEHRA), it 
allows companies to reimburse employees for 
the cost of individual insurance plans on a pre
-tax basis. 
   To be eligible, a company must have fewer 
than 50 employees and not be subject to the 
Affordable Care Act (ACA) requirements to 
provide a health plan. 
   If a company doesn't offer a group health 
plan, through QSEHRA it can offer a pre-tax 
contribution for insurance premiums and 
health expenses to all eligible employees. 
This arrangement is not subject to income or 
employment taxes. 
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Do you know backup 
withholding? 
You've probably seen backup withholding 
forms from banks and brokers, but are 
you aware the rules apply to all kinds of 
payers? 
   While backup withholding could apply 
where an employee gives you an incor-
rect Social Security Number, the more 
likely situation is where you don't have a 
tax identification number for someone 
you will need to issue a 1099 form. 
   A noncorporate contractor 
or supplier who doesn't pro-
vide their tax ID number 
(either Social Security Num-
ber or Employer Identifica-
tion Number) means you 
should withhold tax from the 
payments you make. 
   The IRS recently revised 
the rate for backup withholding to 24 per-
cent (it had been 28 percent) to fit the tax 
reform act. 
   If a payee doesn't provide you their tax 
ID number, ask them to complete a W-9 
form (available online at irs.gov or call our 
office). 
   Admittedly, a recipient may not be hap-
py to get a check for three-quarters of the 
amount billed -- which is a real incentive 
for them to provide correct information. 
   Backup withholding creates some extra 
paperwork for the paying company, be-
cause you have to send in that withhold-
ing to IRS. 
   Come January and time to issue 1099 
forms, that missing or inaccurate tax ID 
number could cost you a penalty for in-
complete filing. In other words, you want 
to make sure your records are clean by 
year-end. 
   Social Security Numbers can be veri-
fied through www.e-verify.gov. Employer 
Identification Numbers can be verified 
through the IRS' e-services TIN Matching 

Service, or for a fee through various com-
mercial websites. 
 

Giving to charity 
from an IRA 
Last December’s tax reform law refined 
the option for making charitable dona-
tions from Individual Retirement Ac-
counts. With the higher standard deduc-
tion and fewer people being able to actu-
ally deduct their charitable donations, the 
"qualified charitable distribution" (QCD) is 
being more popular. 

   With a QCD, you can give 
up to $100,000 annually from 
your IRA to charity and have 
that count as your required 
minimum distribution (RMD). 
The distribution isn’t included 
in your adjusted gross in-
come, so it’s tax free.  
   Because the donation 

counts as RMD, a QCD can only be done 
by someone required to take money out 
of their IRA -- they are age 70½ or older. 
Generally, the transfer has to be done by 
Dec. 31, the same deadline as taking an 
RMD. 
   Not all charities are eligible to receive 

QCD's. The charity or your IRA trustee 

may be able to advise you, or check the 

Tax Exempt Organization Search at 

IRS.gov. 

Excludable employee awards  
Employee achievement awards of tangi-

ble personal property can be excluded 

from an employee’s wages, while the em-

ployer can still deduct them as expenses. 

Excludable awards can’t be cash, gift 

cards, gift certificates, tickets to theater or 

sporting events, vacations, meals, lodging, 

stocks, bonds, securities or similar items.  
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Merry Christmas!  
Our offices will be closed from noon, Fri-
day, Dec. 21, through Jan. 1 for the holi-
days.  We will open again on Tuesday, 
Jan. 2.  
   The staff of J&J Business Service wish 
you and your family a most joyful holiday 
and a bright new year. 
 

Minimum wage bumps to $11 
Arizona’s minimum wage will increase 50 
cents to $11.00 per hour for 2019, a re-
sult of Proposition 206 passed by voters 
in 2016.  
   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, as 
long as the employee re-
ceives at least the mini-
mum wage for all hours 
worked each pay period, 
when tips are added to 
wages paid.   
   The 2016 law will raise 
the minimum wage to $12 in 2020. Start-
ing in 2021, the minimum wage will be 
indexed to the cost of living.   
   For more information, visit the state’s 
minimum wage website at 
www.ica.state.az.us/Labor/
Labor_MinWag_main.aspx. 
 

Biz meals are back, 
somewhat 
Business meals are deductible again un-
der new IRS guidance issued in October. 
They had been eliminated by last Decem-
ber's tax reform law. 
   The IRS ruled that "taxpayers may con-
tinue to deduct 50 percent of the cost of 
business meals if the taxpayer is present 
and the food or beverages are not con-

sidered lavish or extravagant. The meals 
may be provided to a current or potential 
business customer, client, consultant or 
similar business contact." 
   The deduction still will be half of the ac-
tual meal cost. It has to be paid in con-
nection with a bona fide business discus-
sion directly related to active conduct of 
the business. 
   In other words, the expense has to be 
for a valid business purpose. 
 

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

   Early in January, our 
office will mail 1099 re-
quest forms.  The 1099 
forms are required for 
payments of $600 or more 
to non-incorporated enti-
ties (including LLC’s) for 
rent, interest paid or ser-
vices rendered.  
   If you are missing any 
payee information, give 
the payee a W-9 form to 
complete. You can down-

load 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 
your payroll journal to make sure you 
have accurate (and current) names, ad-
dresses 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.   
   As a reminder, the forms must also filed 
with the government by Jan. 31. The due 
date was moved up by a month in 2016. 
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