
 

Thou shall not have any other tax codes, beliefs and practices before us 

Thou shall not make any false images, returns or practice wrongful ways to Worthship 

Thou shall not take the name of the IRS Commissioner an Overlord of THEIRS in vain 

Remember April 15 each year and to keep it Holistic 

Honor thy Tax Auditor and thy Tax Advisors 

Thou shall not fail to File Return, Supply Information, or Pay Tax 

Thou shall not procrastinate, amend or make a frivolous return to THE IRS  

Thou shall not steal by failing to report all taxable incomes 

Thou shall not bear false witness or fail to sign your 1040 covenant 

Thou shall not covet or exercise any constitutional rights or privileges 

of THEIRS 

The Illustrated & Revered 

Whether received by a Moses want to be or accepted by most of us…  
           we have to obey the powers that rules over us. 

Religiously oriented expressions of their activities… it cultivates intrinsic and expressive associations 
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Charlton Heston as Moses in The Ten Commandments (1956) 

10 Tax Commandments? I won’t suggest taxation and religion are similar, at least not to most 
people. But certain tax rules are nearly inviolate, and ignoring them can bring lightning-bolt-out-of-
the-sky consequences. These 10 rules may not be commandments in the biblical sense, but they 
are important all the same. 

1. Everything is Income. The IRS taxes all income from any source, whether in cash or in kind. 
Lottery winnings? Taxed. Gambling winnings? Taxed. You name it, it’s taxed. If you find a diamond 
ring, you pay tax on its fair market value even if you don’t sell it. And offsets or deductions are rarely 
as inclusive as the income. 

2. Forms 1099 Really Count. Those little tax forms you get in January are keyed to your Social 
Security number. The IRS always gets a copy. Pay attention to them—the IRS sure does. 

3. Pay Taxes Later. Most tax planning involves timing. You want to accelerate tax deductions. 
Conversely, try to defer tax payments, subject to constraints such as the constructive receipt 
doctrine. Under constructive receipt, if you have a legal right to pay but say “pay me later,” it’s taxed 
now. 

4. Reply to Every IRS Notice. Keep a good record. Often, fighting the IRS is about attrition. But 
don’t fight over small tax bills. If you get a small tax bill, pay it. Don’t risk an audit or bigger dispute 
by fighting over small dollars. 

5. Don’t Talk To the IRS if They Visit. If the IRS comes to your home or business, you have the 
right to decline to speak with them. Ask them to talk to your lawyer. Take their card and be polite but 
firm. Usually you can’t effectively represent yourself, and it’s not worth the risk that you’ll say the 
wrong thing. 

6. Keep Records and Watch the Statute. The usual IRS statute of limitations is 3 years after you 
file your return. If you understate your income by 25% or more, the IRS gets 6 years. You can 
probably throw out most tax records after 7 years, but keep copies of your tax returns forever. 

7. Avoid Amending Tax Returns. Amended returns have a high audit rate especially if they request 
a refund. The IRS says you “should” amend your return if you discover a mistake after it’s filed. 
However, the only time you really must amend is if you knew when you filed your original return that 
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it was false. If you decide to amend, you can’t cherry-pick which items to fix. The amended return 
must correct everything, not just the items in your favor. 

8. Don’t Explain or Attach Too Much. Timely file your tax returns even if you can’t pay. Payment 
can come later, and might be the subject of an IRS installment agreement. Penalties will likely be 
smaller if you file on time. 

Keep your returns concise. If an explanation or disclosure is needed, keep it succinct. Attachments 
to tax returns should be limited to tax forms and, where needed, plain sheets of paper listing 
additional deductions, income, etc. Don’t attach other documents. If the IRS wants documents it will 
ask. 

9. Be Careful With Big Refunds and Foreign Accounts. Getting a big refund can make your 
return stick out. Consider applying some of the refund to the current year’s tax payments rather than 
asking for the cash. You’ll have a lower profile with an initial or amended return. 

Another sensitive item is foreign bank accounts. They may generate income but you won’t receive a 
Form 1099. Still, reporting them is key. If balances exceed $10,000 in the aggregate any time during 
the year, you also must file a Treasury Form TDF 90-22.1, also known as an FBAR, separate from 
your tax return. These days the scrutiny is high. How you transition from past reporting failures is 
delicate. 

10. Hire a Professional. Handling a tax case by yourself is usually a mistake. Hire an accountant or 
lawyer to handle it. Even simple audits can go awry or extend into other areas if you aren’t careful. 
Whether you need practical advice about a tax refund too good to be true, about independent 
contractor vs. employee status, or why tax opinions are valuable, get some professional advice. And 
don’t wait until the last minute. 

You can reach me at Wood@WoodLLP.com. This discussion is not intended as legal advice, and 
cannot be relied upon for any purpose without the services of a qualified professional. 
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Ten Tax Commandments for Small Businesses 

By John Nealon 

Owning a small business brings plenty of daily pressures and challenges. Finding ways to expand, 
manage day-to-day operations and keep customers satisfied are only a small measure of the overall 
issue: every success and failure ultimately falls back on you. And if that’s not enough, you are 
required to file tax returns. 

Last year the IRS announced it would increase the number of audits on small businesses in 2013, 
placing even more pressure on owners to get everything right. To ensure your small business is 
prepared for 2012 filings, I’ve created a list of “Ten Tax Commandments for Small Businesses” to 
guide you. 

1. Thou shall save everything labeled “IMPORTANT TAX DOCUMENT” 
Too many junk mailers have the word “important” in huge lettering in an attempt to trick you 
into reading. But if something says “IMPORTANT TAX DOCUMENT,” keep it. Pay close 
attention to your daily mail and documents all year. If you’re not sure you’ll need something 
at filing time, err on the side of caution and keep it in a safe place. 

2. Thou shall not bring an old shoe box of papers to your tax preparer 
Organization is critical for an effective outcome. Although having all of your tax documents 
together is important, it is equally important to keep them organized. Make sure your 
documents are in order. 

3. Thou shall not take tax advice from business associates, friends or family 
The Internal Revenue Code and state tax codes are complicated so you should only take tax 
advice from a trained professional. Although a friend may mention taking advantage of a 
particular deduction, realize you may not qualify for the same one. Only your accountant, 
with a full view of your finances, can help you and your business through a successful filing. 

4. Thou shall not mix business expenses with personal expenses 
Even if it’s an honest mistake, treating personal expenses as business deductions is a major 
no-no with the IRS. Separate bank accounts should help avoid any confusion. 

5. Thou shall ask for an extension, if you need one 
When it comes to tax returns, the worst thing you can do is to not file them. If you don’t have 
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all the necessary documents by the filing deadline, ask the IRS for an extension to file your 
returns. 

6. Thou shall share your goals with your accountant 
Share your long-term financial goals with your accountant so he or she can create an 
appropriate tax strategy for you. Having this discussion regularly will save you in the long 
run. 

7. Thou shall not misclassify employees and independent contractors 
Understand the difference between independent contractors and employees. The IRS could 
view this misclassification as an attempt to avoid payroll taxes. 

8. Thou shall not take a home office deduction unless you work out of your home 
Even if you have a cot in your office and sleep there occasionally, it doesn’t count as your 
home unless you live there full-time. 

9. Thou shall meet with your accountant more than once a year 
To have the most effective tax strategy, meet with your accountant a few times a year. This 
will ensure you keep everything in order all year and are in a good position to meet your 
financial goals. 

10. Thou shall not procrastinate 
Tax filing is a time consuming process. Start your tax filing as early as possible. The more 
time spent 
preparing, the better your results will be. 
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The Ten Tax Commandments 

• 

 

By Lynn Ebel - The Tax Institute  

• Dec 31st, 2013 
• Personal Finance, TaxTip, The Tax Institute 

The Tax Code has been around 100 years and spans nearly 74,000 pages. Although there are 
many nuances to consider, there are also several overarching rules every taxpayer should know. 
While the IRS Commissioner isn’t Moses, we will think of these rules as the 10 Tax 
Commandments. 

1. Your income shall be taxed when received. 

Most people are “cash-basis” taxpayers. Under the cash-basis method, taxpayers must include, in 
their gross income, all items of income that are actually or constructively received during the tax 
year. For example, if you actually received advance rental income for the next five years in this 
year, it is all taxable now. Or, if your boss allows you to pick up a check on December 31 of this 
year, it will be still be reported as taxable on your W-2 for 2013. You constructively received 
this income in 2013 even if you don’t actually cash the check until January 2014. 
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2. You shall not deduct what you don’t pay. 

One myth many people believe is that someone ought to get an itemized deduction for an 
expense they did not pay. On a jointly-owned property, the taxpayers get to pick which person 
takes the mortgage and real estate deductions on their personal returns, right? Wrong. If you 
didn’t pay it, you generally can’t deduct it. 

3. You shall honor the last day of the year. 

December 31 is an important day for your taxes. Midnight on this day establishes your marital 
status, which your tax return filing status is based on. You could be unmarried for almost all of 
2013 but, if you get hitched on the last day, you could file Married Filing Jointly with your 
spouse for the whole of 2013. 

This day is your very last day to make changes to your return that impact the tax year. Prepaying 
January expenses (such as Spring tuition or making a mortgage payment) before the end of the 
year may be beneficial to your 2013 taxes. 

December 31 is the also cutoff for many age-sensitive rules. For example, under the Affordable 
Care Act (ACA), a health insurance plan that provides coverage for a taxpayer’s dependent 
children is required to continue to offer the coverage to the taxpayer’s adult children who are less 
than 26 years old as of the last day of the year. Additionally, the qualifying child age test for 
claiming a dependency exemption (under 19 or under 24 and a full-time student or disabled) is 
also established on the last day of the year. 

4. You shall file timely or you may be punished. 

Due to the government shutdown, tax season will begin Jan. 31. But this does not give you 
additional time to file your taxes. The April 15 deadline is established by law and remains fixed. 
Interest will accrue on a tax balance due after the April 15 deadline, and there are penalties that 
could apply. 

The IRS charges interest on unpaid tax from the due date of the return until the date of payment, 
even if you were granted an extension of time to file your return. 

If you don’t file timely, the IRS may assess a late filing penalty (also referred to as a failure to 
file penalty). The penalty is equal to 5% of the balance due on the return, per month (or part of a 
month), up to a maximum of 25%. 

But interest and the failure to file penalty are not the only punishments. A late payment penalty 
will be applied if you fail to timely pay the balance of tax due reported on the original return by 
the due date. The penalty rate is 1/2 of 1% per month (or part of a month), up to a maximum of 
25% of the tax due. 
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Basically, if you will owe taxes on your 2013 return, you will want to pay your taxes by April 15 
to avoid penalties and interest, even if you file for an extension. The best advice to avoid 
penalties and interest altogether is to file timely, and, if you owe, pay as quickly as possible. 

5. You shall honor past years’ returns. 

Do not depend on the IRS to keep copies of your tax returns for you. To get an exact copy of one 
previously filed return you will need to pay $50 and the IRS will take 75 days to process your 
request. Even if you can wait that long and pay that much, you are limited to the last 7 years 
before the IRS is required by law to destroy your returns. 

This means these records are your responsibility. Records such as receipts, canceled checks, and 
other documents that prove an item of income or a deduction appearing on your tax return should 
also be kept at least until the statute of limitations expires for that return (generally three years 
from the date the return was filed). 

But some records should be kept indefinitely, such as property records, since they may be needed 
to prove your basis in the property and determine the amount of gain or loss if your property is 
sold. You may be kicking yourself later for overzealously cleaning out a filing cabinet if there is 
an IRS letter in the mail next year with your name on it. 

6. You shall not ignore the signature line. 

This one seems to be self-explanatory. However, your tax return is not a valid one unless you 
declare under penalties of perjury that you have examined the return and accompanying 
schedules and statements, and, to the best of your knowledge and belief, they are all true, correct, 
and complete. The way you do that is to sign it. 

If you don’t sign your return, you have not filed a valid return for that year in the eyes of the 
IRS. In the absence of a valid return, the statute of limitations never starts to run, and the IRS 
may audit that return at any time. In addition, you could be subject to the failure to file penalty 
discussed above. Note: If you e-file, there is a way for you electronically sign your return to 
make the declaration under penalties of perjury without physically signing your tax return. 

7. You shall take credit only when credit is due. 

The biggest tax credit is generally the earned income credit (EIC). If you have the right adjusted 
gross income, three or more children, the right filing status, and meet certain requirements, this 
could mean a check from the IRS in the amount of $6,044. 

But the “certain requirements” are super important and won’t apply to all taxpayers who think 
that they qualify. If the IRS determines that your EIC claim was due to reckless or intentional 
disregard of the EIC rules, you won’t be able to claim this credit for the next two years, even if 
you do qualify in those years. If the IRS determines your claim was due to fraud, those two years 
without the EIC become ten. Of course, interest and penalties could also apply to the incorrectly 
claimed tax credit. Diligently review the EIC rules in IRS Publication 596. 
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8. You shall not ignore income. 

The United States is one of the two countries in the world to tax by citizenship, not by residence. 
If you are a U.S. citizen or resident, all of your world-wide income may be taxable on a U.S. tax 
return, even if it was earned abroad or you didn’t receive a reporting document for it. If you did 
receive a reporting document, the easiest and fastest way for the IRS to have your return flagged 
for audit is to have the machines run a comparison of your tax return with third party reporting 
documents, such as Forms 1099, and find something is missing. 

9. Not all income is taxed equally. 

Tax rates could depend upon the type of income, your filing status, how long you owned the 
property you sold, and how much total income you have. The U.S. income tax is a graduated tax, 
designed so that individuals pay an increasing rate as their income rises through progressive tax 
brackets. There are seven tax brackets for ordinary income like wages: these different brackets 
impose taxes at rates of 10%, 15%, 25%, 28%, 33%, 35%, and 39.6%. The 39.6% tax bracket is 
new this year. 

But capital gain tax rates (for gain on the sale of property such as stocks or your home) depend 
on whether they are long term or short term. If owned long term (usually one year or longer), 
there are different rates that apply rather than the seven tax brackets above. In fact, there are only 
three brackets, depending upon your total income: 0%, 15%, and 20%. 

Collectibles, such as antiques or a work of art, could have a maximum tax rate of 28%. 
Additionally in 2013, there begins a new, additional 3.8% Medicare tax on certain types of 
income for high-income taxpayers. 

10. There is opportunity for forgiveness. 

Most people choose assistance from a tax preparer for help in complying with all the rules in 
filing their returns. But if you discover you made a mistake, such as some of the common tax 
sins mentioned above, it can probably be corrected with an amended return, which is filed using 
Form 1040X. Talk to a tax advisor about your specific needs 
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