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Points
I Home ofFrcc deductions are ar ail-

able to more ta\pa) en tbr the busi-
ness use of a home. The definit ion
of principal place of business has
been del-rned to include a home of-
i ice used ior  adminis t rat ive or
management actir it ies tor u'hich

there is no other fixed location. In-
dir iduals. S corporations. partner-

ships.  t rusts and estates are a l l

eligible under the rules. However,
C 9_gfotu!9!t*gt"3ot "ligibl"_

ere 's  an innovat ive way for

bus iness  owners  t o  i nc rease

productivity. By properly struc-

tur ing 40-hour work shi f ts .

companies can schedule a 60-hour work-

week without the need for a second shift,

and without the expense of overtime

wages.
When incoming business strains pro-

duction capacity, it's a natural impulse

for many employers to add a second

shift. Second shifts, however, present

several problems. The most common

problem is that it is often difficult to find

qualified personnel for a second shift. To

further complicate matters, a second

shilt means that l ine management posi-

tions must be duplicated - a real challenge

in most industries. In addition. employee

efficiency is reduced b1' environmental

influences such as inadequate l ighting.

As an alternative to the inefficiencl'of

second shifts, progressive companies are

looking at an innovative use of a 60-hour

workweek.

Establishing The New
Workweek
At first glance. it might seem surprising
when the 60-hour workweek is scheduled,
all employees continue to work only 40-
hours a week. However, a keY element
in the schedule is that employees work
four 10-hour days a week instead of five

I Tax Shelter:  IRAs, Keoghs,
401(k)s, and SEPs. Contributions
of money to any of these Plans
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gives you a tax deduction or a tax
deferral. Added benefit: Any
monies earned on your investment
in these plans are deferred for in-
come tax purposes. No tax is
owed until the time you withdraw
the money. With Roth IRAs the
contributions are never deduct-
ible, but distributions are not sub-
ject to income taxes or to the 10Va
tax on early distributions ifcertain
rules are satisfied.

I  Revien'  l 'our personal carrv-
overs from one year to the next.
Investment interest paid in 2005
that is not deductible because you
had insufficient investment in-
come to offset it is canied over to
2006. You could arrange to re-
ceive investment interest now that
will shelter it from tax. At this
time, you should also check loss
carryovers from businesses and
charitable deduction carryovers
that may affect the amount of new
charitable contributions you can
deduct in 2006. Finally, unused
realized capital losses from 2005
can be used to offset capital gains
that are realized now.

I Tax loophole for Partnerships
and LLCs. Allocation of profits
and losses among owners can eas-
ily be changed. An allocation can
simply be changed year to year,
due to the changing circumstances
of the business and its owners, by
reflecting so on the tax return and
modifying the original agreement
as applicable.
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MARKETINGTIPS

What Makes a Quality
Sales Force
In a recent survey of 13 industries,
Sales and Marketing Management
asked 1,000 top executives what they
consider to be the extremely important
characteristics of a quality sales force.
Here are the results:

Characteristics

% Saying
Extremely
lmportant

Reputation among customers 660/o
Holding old accounts 62Yo
0pening new accounts 47%
Quality of training 46%
Ability to keep top salespeople 45%
Innovation 35%
ProducVtechnicalknowledge 34%

TAX POINTS rron,pase t) BETTERUAYS
TOMANAGE
ACCOI-INTS PAYABLE
T
In addition to paying your company's
bills on time to establish good credit, you
should manage accounts payable to im-
prove profitability. You can do this by
taking advantage of discounts for early
payment, cashing in on the time value of
mene\ ' .  and seekinc out crL-di t  rrpt i rrnr

Here are a few ways you can manage
accounts payable to make your
company's money work better.

. Don't pay all your bills at the same
time. Although this is common prac-
tice in many businesses, it can cause
a sudden drain on your cash flow and
leave you short of needed operating
funds.

. Although vendor discounts for early
payment are often attractive, the sav-
ings from these discounts may not
offset the benefits ofkeeping cash on
hand for a few additional weeks. For
example, you may be able to use that
money in other ways to earn more
than an early payment discount.

Negotiate extended terms of payment
with certain vendors to improve your
cash flow. Vendors to whom your
business is important will usually co-
operate.

Ask  vendo l s  t o  suh rn i t  i n ro i ces  ou  a
Jatc u li.'it _t t-ru li119r,r, r our e a5h llo\\
wil l be healthy. Many companies col-
lect most of their receivables at a par-
ticular t ime of the month. Vendor
invoicing at that t ime can help you
control your cash flow better.
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TAX PLANNING

THE. SIXPRNCIPLES FOR TA]KTIP
SAVINGTAXE,S
rrr
I  here are n len\  Iu \  p lanning \ t rateSie\

that can be u:r'd to reduce or det-er in-

come ta\e\. but nto:t of them fall into

one or rlore oi the tbllos ing cate-eories:

l .  Shi f t ing deduct ions to a vear  \ \  hen

you'l l be in a higher tax bracket.

-1.  Inrest ing in  ta\  e\entpt  secur i t ie : .

5.  Using qual i f ied ta\  shel ter \  to  dc ' ier

income tares.

6. Structuring e\pen\e\ ro ther u i l l  bc'

deductible and sti l l  contribute [(] \()ur

l iving standard.

-,-21 Shifting income to a year when you'll professional tax advice about * hich
be in a lower titx _b,qac.@!'-- - st*ategles,are$est-fe+yo+r-iadi+iCual- - - *

3. Shift ing income to family members or situation is the best way to keep vour

ent i t ies such as corporat ions that  are taxes as lou as possib le.

in  a lower tar  bracket .

HOWTHEIRS SELECTS
RE,TI-]RNS TO BE AUDITE,D
I t ' ,  b . "n said that  onl r  l l  ke1 IRS em-

ployees know the e\act detail about hos

the IRS picks the returns inr i l l  audit. but

most accounting protes:ionals agree that

there are certain general teatures in a tar

return that  u i l l  t r igger  an audi t .

. An unusual sum of money claimed for

_ 4 deduction, such as $70,000,for busi- __
ness entertainment expenses.

. The relative size of two related deduc-

t ions.  such as $30,000 in t ravel  ex-

pense for a taxpayer whose income is

only $70.000.

The nature of a deduction relative to a

taxpayer's occupation, such as a large

deduction for business entertainment

expenses by a college professor.

Report ing a deduct ion in  a manner

that improperly benefits a taxpayer,

such as deducting a charitable contri-

but ion as a business adver t is ing

expense.

.  Con t rad i c t i ons  be t r r  een  dc 'duc t i h l c

items. such as a deduction itrr ttttrn-

gage interest but no deductitrn ior real

e\tate propert\ ta\e\.

Although the eract variation: irc-rm the

norms that  t r igger  an audi t  have nerer

been public knowledge. the intornation

iq qlqed irr tbe_-IB!_-cqqrpulgS-4gd_is
developed lrom detailed audits of ran-

domly selected tax returns everv three

years.

When a home
improvement is a
medical deduction
I n  g "n . . a l .  a  po r t i on  o f  home

improvement  can be a medical
expense deduction if the primarl
purpose of  the improvement  is
medical care, such as a wheelchair

or an elevator for someone with a

heart  condi t ion.
Dc' tc- rnt in ing ht ' rs  much o i  thc

co r t  o f  : uch  impro r  emen ts  i r

deductible depends on uhether the
improvement b€comes a part of the
house or u'hether it is something that
can be detached from the house. If

it '  s detachable. the entire cost of the

impror ement is usuallv a deductible
med ica l  expense .  Bu t .  i f  t he  im-
provement becomes a part of the
house .  )ou  can  deduc t  on l r  t ha t
portion of its cost u hich exceeds the
increase in the value ofthe house be-
cause ol the impro\ement.

For example. the cost of a room

a i r  cond i t i one r  i ns ta l l ed  on  a

doctor 's  orders r , r 'ou ld be fu l l l
deductible because it is detachable
and it does not increase the value of

----aheleuse"l=Iervever r -a-eentral-air--

condi t ioner  insta l led on doctor 's
orders would be deductible onlY to
the extent that its cost exceeded the
increase in the value of the house.
Therefore, if the central air condi-
t ion ing cost  $22,000,  but  added

$15,000 to the value of the house,
only $7000 would be a deductible
medical expense.

In the case of a tenant who rents
property, the entire cost of equiP-
ment installed for medical reasons
would be deductible, since a tenant
does not own the ProPertY and

would gain nothing from an

increase in its value.

-
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YOUANDYOURMONEY
PRODUCTMTY (from pase I )

8-hour days.
Three groups of employees - "A",

"B", and "C" - work on a schedule that
repeats itself every two weeks. Here's
how the ABC two-week schedule looks.

. The schedule allows the company to
better utilize its existing facilities and
equipment, with less downtime than at
the beginning and end of a double
shift, less time lost to "breaks", and a

COMMON
OVERPAYN4ENT
MISTAKES IN
SMALL
BUSINESSES
Muny small companies literaHy-lhrow
away money because they don't have the
proper controls to prevent overpayments.
Here are the most common overpayment
mistakes.
. The same invoice is paid twice.
. Discounts for prompt payment are

overlooked.
. Credit memos are forgotten.
. Purchase orders are issued without

terms and conditions.
. Bills are paid when invoice prices are

higher than quoted.
. Payments are made for goods that

were short-shipped, never received, or
returned to the vendor.

TAX TIP

Be sure to report
prep€Tty*hefts-ts

the police

You 
"un 

take a tax deduction for
property which is stolen from you,
but property which you lose because
you misplaced it is not deductible.
To guard against improper theft de-
duction for property which was ac-
tually lost, the IRS will usually ask
for proof that the property was sto-
len. If you report all thefts to the
police, the police record is your
proof that the property was stolen.

Notice that Group C, which consists
of workers who have the least employ-
ment seniority, is always paired with ei-
ther Group A or Group B, each of which
consists of more experienced employees.
This makes special line managers for
Group C unnecessary, since the Group A
and Group B managers perform that
function. In addition, the experienced
Group A and Group B managers super-
vise and train the Group C workers.

Employee Reaction
There are several good reasons why em-
ployees like the "ABC" work schedule:

. The 4-day workweek gives employees
more time to spend with their families
or to enjoy leisure time activities.

. Every two weeks, Group A and Group
B employees alternately get five con-
secutive days off. Over a one-year
period, this adds up to 26 "mini vaca-
tions".

. Because employees work four days
instead of five, their commuting ex-
penses are reduced by 20Vo.

Company Rewards
Employers have much to gain from a 60-
hour workweek:

. Absenteeism is reduced, since em-
ployees can take care ofpersonal busi-
ness and make medical or dental
appointments for the weekdays when
they are not scheduled to work.

reduction in start up and shutdown
time.

. Because employees like the ABC
workweek, employee morale and effi-
ciency are improved. In fact, one com-
pany has reported that the 60-hour
workweek is so efficient that produc-
tion is almost equal to its previous
two-shift, 8O-hour workweek.

Better Customer Service
One of the added benefits of the 60-hour
workweek is that a l0-hour workday pro-
vides better customer service. Customers
in the same time zone can reach the com-
pany during expanded hours, while com-
munication with customers in other time
zones are greatly improved.

Where it's been put into practice, the
60-hour ABC workweek has been suc-
cessful, with increased productivity and
efficiency for employers, more days off
and lower commuting costs for employ-
ees, and improved customer service
through better communication.
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Mon. Tues. Wed. Thurs. Fri.  Sat.
Groups Groups Groups Groups Groups Groups

First Week
Second Week

A + C  A + C  A + B
B + C  B + C  A + B

A + B  B + C  B + C
A + B  A + C  A + C


