


Although no tax deduction is allowed for the value of services performed for a charity, there are deductions permitted for 
out-of-pocket costs incurred while performing the services. The normal deduction limits and substantiation rules also apply.
The following are some examples:

• Away-from-home travel expenses while performing services for a charity, including out-of-pocket costs for round-trip travel,
taxi fares, and other costs of transportation between the airport or station and hotel, plus lodging and meals at 100%. These 
expenses are only deductible if there is no significant element of personal pleasure associated with the travel, or if your services 

for a charity do not involve lobbying activities.

• The cost of entertaining others on behalf of a charity, such as wining and dining a potential
large contributor (but the cost of your own entertainment or meal is not deductible).

• If you use your car while performing services for a charitable organization, you may deduct
your actual unreimbursed expenses directly attributable to the services, such as gas and oil
costs, or you may deduct a flat 14 cents per mile for the charitable use of your car. You may
also deduct parking fees and tolls. If you use your vehicle in providing donated services to a
charity for relief related to Hurricane Katrina during the period between August 25, 2005 to
December 31, 2006, you can compute your charitable mileage deduction using a standard
mileage rate equal to 70% of the business mileage rate in effect on the date of the 
contribution, rather than the charitable standard mileage rate.

• You can deduct the cost of your uniform when doing volunteer work for the charity, as long as
the uniform has no general utility. The cost of cleaning the uniform can also 
be deducted.

No charitable deduction is allowed for a contribution of $250 or more unless the contribution is
substantiated with a written acknowledgment from the charitable organization. To verify 
your contribution:

• Get written documentation from the charity about the nature of your volunteering activity and
the need for related expenses to be paid. For example, if you travel out-of-town as a volunteer,

request a letter from the charity explaining why you're needed at the out-of-town location.

• You should submit a statement of expenses if you are out-of-pocket for substantial amounts and, preferably, a copy of the receipts
to the charity and arrange for the charity to acknowledge in writing the amount of the contribution.

• Maintain detailed records of your out-of-pocket expenses – receipts plus a written record of the time, place, amount, and 
charitable purpose of the expense.
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If you volunteer 
your time for a 

charity, you may
qualify for some 

tax breaks.

Need to File an Amended Return? Back It Up!
As hard as you may try to file a complete and accurate tax return
by the due date, circumstances such as the following may work
against your efforts:

• Investment firms frequently send out corrected 1099 forms
and annual statements.

• Some 1099s arrive after the filing due date.

• You may have rolled over an IRA account or sold a stock at a
loss and forgot to have it reported on your tax return.

• A significant deduction may have been overlooked, which is
easy these days with the added complications of our tax code.

• The unexpected K-1 from your aunt’s estate that you were
unaware of.

Whatever the reason may be, your returns can be amended to
reflect the correct information or amounts.

If you are amending for a refund, then the amended return must 
be filed before the statute of limitation expires on the return being
amended. That is generally three years from the April due date of
the return. Thus, the statute only applies to refund returns and no
refunds will be issued for returns filed after the statute has expired.

If tax is owed as a result of amending the return, file it as soon as
possible to limit the interest and penalties that can accrue. If you

have unreported income from 1099s, W-2s, K-1s, etc., and wait for
the inevitable notice from the IRS, you are taking the risk that they
will not consider all the factors that might weigh in your favor since
you have allowed the interest and penalties to build up. It may take
the IRS one or two years to make the match between you and the
missing income.

Does Amending Increase the Audit Liability? The fact that you
amend a return does not in itself increase your chances of being
selected for an audit. In fact, it might actually reduce your chances,
especially if you are fixing something they will find later anyway.
What concerns many about amending returns is that an IRS
employee must compare the amended return changes with the
original. If back-up documentation cannot be provided, the IRS may
want to dig deeper.

That is why it is so important to provide proof or back-up 
documents to justify the changes being made. Let’s say you forgot
to claim a $2,000 church donation. In this scenario, you definitely
want to include documentation supporting the increased deduction.

If you have questions about amending your returns, please call us
to discuss what steps need to be taken.



Watch television for more than an hour or two
any time day or night, and you will get hit by at
least one advertisement for low interest loans.
On the Internet, you encounter the same thing
in the form of pop-up ads for different lenders.
Generally, the loans that are the most attractive
and provide the lowest rates are the variable
loans. These are loans that are fixed at low
introductory rates and then adjust up to the
current interest rates after a specific period of
time, such as three or five years.

Over the past few years, with mortgage interest
rates at or close to all-time lows, it was 
relatively easy to replace a variable loan with
another loan or a low-interest fixed rate loan
whenever the variable began to adjust and lose
its attractiveness. With home mortgage rates
rising very slowly and real estate appreciating
at double digit rates, few borrowers are 
concerning themselves with a potential trap
that will be created if there is a downturn in
home appreciation, coupled with rising 
interest rates.

History tends to repeat itself, and if you
remember a few years back (1986 through
1994), we had a downturn in real estate prices.
You may also remember when mortgage 
interest rates were in the double digits.
Could this happen again? No one knows for
sure,but you need to be concerned how 
such a scenario might affect you. Should you
refinance into a fixed rate mortgage now while
the interest rates are still relatively low and 
real estate prices are still stable? Are you
financially secure enough to absorb increased
mortgage payments from your variable loan?
Or is this a risk you shouldn’t take?

Don’t Get Trapped 
By a Variable Loan 

When to Throw Out Tax Records 
Are you doing your spring cleaning and wondering if you can throw out some of those old tax records? 
If you are like most taxpayers, you have records from years ago that you are afraid to throw away. It would
be helpful to understand why you keep the records in the first place.

Generally, we keep “tax” records for two basic reasons: (1) in case the IRS or a state agency decides to
question the information reported on our tax returns, and (2) to keep track of the tax basis of our capital
assets so when we actually dispose of them we can minimize the tax liability.

With certain exceptions, the statute for assessing additional tax is three years from the return due date or the
date the return was filed, whichever is later. However, the statute of limitations for many states is one year
longer than the federal. In addition to lengthened state statutes clouding the recordkeeping issue, the federal
three-year assessment period is extended to six years if a taxpayer omits from gross income an amount that
is more than 25 percent of the income reported on a tax return. And of course, the statutes don’t begin 
running until a return has been filed. There is no limit when a taxpayer files a false or fraudulent return in
order to evade tax.

If an exception does not apply to you, for federal purposes, you can probably discard most of your tax
records that are more than three years old; add a year or so to that if you live in a state with a longer statute.

Examples – Sue filed her 2004 tax return before the due date of April 15, 2005. She will be able to dispose
of most of her records safely after April 15, 2008. On the other hand, Don filed his 2004 return on June 2, 2005.
He needs to keep his records at least until June 2, 2008. In both cases, the taxpayers may opt to keep their
records a year or two longer if their states have a statute of limitations longer than three years. Note: If a
due date falls on a Saturday, Sunday or holiday, the due date becomes the next business day.

The big problem! The problem with the carte blanche discarding of records for a particular year because
the statute of limitations has expired is that many taxpayers combine their normal tax records and the
records needed to substantiate the basis of capital assets. They need to be separated, and the basis records
should not be discarded before the statute expires for the year in which the asset is disposed. Thus, it makes
more sense to keep those records separated by asset. The following are examples of records that fall into
that category:

Stock acquisition data – If you own stock in a corporation, keep the purchase records for at least four
years after the year the stock is sold. This data will be needed in order to prove the amount of profit (or loss)
you had on the sale.

Stock and mutual fund statements – Many taxpayers use the dividends they receive from a stock or
mutual fund to buy more shares of the same stock or fund. The reinvested amounts add to the basis in the
property and reduce gain when it is finally sold. Keep statements at least four years after the final sale.

Tangible property purchase and improvement records – Keep records of home, investment, rental 
property, or business property acquisitions AND related capital improvements for at least four years after the
underlying property is sold.

The receipt of the new property must be completed before the earlier of:

(a) 180 days after the transfer of the property given, OR

(b) The due date (including extensions) of the return for the year in which the property given was transferred.

Qualified Intermediary – Generally, to qualify for a delayed Section 1031 exchange, a qualified intermediary
is engaged to hold the funds from the sale until the replacement purchase is made. It is important to 
understand that the taxpayer cannot take possession of the proceeds from the sale and then buy another
property. If that happens, the event does not qualify for exchange and is immediately taxable.

Reverse Exchanges – It is possible to structure a reverse exchange that complies with the Section 1031
delayed exchange requirements. However, it requires that the replacement property be purchased first by 
the intermediary, without the benefits of the proceeds from the property given up in the exchange.
Thus, only taxpayers with the cash financial resources can accomplish reverse exchanges.

Tax-deferred exchanges can be very tricky and should not be entered into without first analyzing the 
tax aspects.

You are cautioned not to use any of these strategies without first consulting this office. There are certain 
qualifications that must be met and the information provided is only an overview.

(4 Ways to Cash In On Rental Appreciation cont’d)  




