
TOP TEN TAX
STRATEGIES

Lea N. Graf, CPA, CGMA

Elevate Your Savings to 
the Sterling Standard



Optimize Your Business Entity

Administrative Home Office

Maximize Business Expenses

Hiring Family Members

Getting the Most Out of Health Insurance

Augusta Strategy

Work Smart, Retire Smarter

Divide & Conquer with Cost Segregation

Captive Insurance

Plan Your Exit

3

4

5

7

8

10

11

12

13

14

What’s Inside?

TOP TEN TAX STRATEGIES

Disclaimer

This material & presentation content is for informational and educational purposes only. 
This material and presentation content is designed to provide general information regarding the subject matter covered. It is not intended to serve as legal, tax, 
or other financial advice related to individual situations. Because each individual’s legal, tax, and financial situation is different, specific advice should be tailored 
to the particular circumstances. 

For this reason, you are advised to consult with your own attorney, accountant, tax preparer, and/or other advisor regarding your specific situation or your client’s 
specific situation. The information and all accompanying material are for your use and convenience only. 

We, Sterling Tax & Accounting, and its third party affiliates and presenters, have taken reasonable precautions in the preparation of this material and believe 
that the information presented in this material is accurate as of the date it was written. However, we will assume no responsibility for any errors or 
omissions. We specifically disclaim any liability resulting from the use or application of the information contained in this publication. 

To ensure compliance with requirements imposed by the IRS, we inform you that any US federal tax advice contained in this communication (including any 
attachments) is not intended or written to be used, and it cannot be used for the purpose of (i) avoiding penalties under the Internal Revenue Code or (ii) 
promoting, marketing, or recommending to another party any transaction or matter addressed herein. Always seek advice based on your particular 
circumstances from an independent advisor. 
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Meet the New Standard of Tax Strategy

My name is Lea Graf, I’m a Certified Public Accountant and 
the owner of Sterling Tax & Accounting - a firm that 
specializes in Virtual Accounting services and 
comprehensive Tax Planning for business owners across 
the United States.

My goal in forming Sterling Tax & Accounting was to bring 
my experience, knowledge and expertise to clients in a 
valuable way. 

I have teamed up with some of the greatest minds in the 

legal, financial planning and accounting fields to bring 
clients advanced tax strategies and planning. Our clients 

benefit from time-tested, advanced strategies that most 
preparers have never heard of.

For nearly ten years, our team of experts has been helping business owners like you optimize their tax strategy.  
In the process, we’ve saved our clients hundreds of thousands of dollars.

That’s money that otherwise would have been left on the table, lost, or ‘donated’ to Uncle Sam.  

We believe in doing the right thing for the right reason, and I can think of no better thing to do than helping you 
keep more of your money in your pocket.

Below you’ll find our Top 10 Strategies that can help your business save on taxes this year and every year going 
forward.  

Check it out and then reach out!  We’d love to hear from you and see how we can help you.

Sincerely,

Lea N Graf, CPA, CGMA

Lea N. Graf, CPA, CGMA
Founder & President
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1 Optimize Your Business Entity

Taxes are in the eye of the beholder, and the IRS is beholden to how your business is structured.  The entity or 

the way you set up your business as perhaps an LLC, a partnership, or a corporation has lasting impact 

throughout the life of the business.  

For instance, a sole-proprietor operating with an LLC can elect to be treated as an S-corporation for tax 
purposes. By moving operations off of the individual’s tax return, the 15% self-employment tax is eliminated on 
earnings up to $128,400 and 2.9% on income greater than $128,400. 

S-corporation shareholders are required to receive reasonable compensation (RC) from the S-corp. Your 
savings calculation is based on the difference between RC and income up to $128,400 times 15%, and 2.9% on 
the difference above $128,400.

Understanding your business goals, and aligning that with the proper 

structure makes a world of tax difference! 

www.srqtax.com 3



TOP TEN TAX STRATEGIES

2 Administrative Home Office

Business owners who have a 
business location outside of their 

home, but also maintain a home 

administrative office for running the 
business can claim the home office 
as their primary office. 

As a result, all mileage for 

business purposes from the 

home office is deductible, 
including trips to office(s) 
outside of the home.

Too often money is left on the 

table from not properly 

invoking a strategy that you’re 
entitled to!  

Your home + your business = 
your home office.  
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3 Maximize Business Expenses

All too often, we see business owners paying out-of-pocket for 
expenses that could be claimed as legitimate business deductions. 
When you’re traveling for business, or dining out for business purposes, 

that represents a savings opportunity.  

BUSINESS TRAVEL EXPENSES

Business travel is allowed for several reasons for business owners. Often business owners are reluctant to take 
travel-related deductions for business, or are unaware that with some simple strategies, they can deduct travel 
combined with vacation.

Travel for New Business 

Traveling to identify new locations, potential M&A or 
to acquire new investment property is all deductible 

business travel. Travel to and from the location, in 

addition to costs (lodging, Uber, etc.) on days that 

business or meetings are conducted are all 

deductible.

Conferences & Seminars

Travel to attend conferences and seminars is also 

deductible, and vacations can often be tacked onto 
these trips. Travel to and from the location for the 

participants is deductible, as is lodging for 

conference/seminar nights. However, non-business 
and non-conference days are not deductible.

Board Meetings

Board meetings in resort locations can be deductible 
with clear business purpose and a reason for why 

they can not be held at the business primary location. 

For example: enticement for board members to 

attend.

Traveling with Family

Travel costs for spouses and children are typically 

non-deductible, however, if they are involved in the 
business and have a business purpose for attending, 

the travel may be deductible. For example, a child 

who functions as a videographer for the CEO and 

travels for that purpose would be deductible.
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BUSINESS MEALS

Meals can get tricky, but a skilled tax professional can help uncomplicate things. For meals that are covered 
under this strategy there are two levels of deductions - 50% and 100%.  Those expenses that are not covered 
are also outlined below. 
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50 Percent Deductions:

Lunch with customer, client or employee associated 

with a business discussion 

Taxes and tips relating to a meal or entertainment 

activity 

Room rental for a dinner or cocktail party (assuming 
the event met the business relation test)

For 2021 and 2022 only, businesses can generally 
deduct the full cost of business-related food and 
beverages purchased from a restaurant. Otherwise, 

the limit is usually 50% of the cost of the meal.

Nondeductible Items: 

Lunch with customer, client or employee without a 

business purpose/discussion 

Ticket price for sporting event that you do not attend 

Club dues; for example, country clubs, golf and 

athletic clubs 

Lavish or extravagant entertainment expenses 

(basically unreasonable expenses) 

Under TCJA, entertainment deductions are 

eliminated. Based on IRS guidance issued Oct 3, 

2018, meals will continue to be deductible.
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100 Percent Deductions:

Transportation costs to and from a business 

meal or entertainment activity, may be 100 
percent deductible or 50 percent depending on 
the facts.

 

Meals provided on the employer’s premises for 
the employer’s convenience, if more than 50 
percent of the employees are furnished meals 

for the employer’s convenience 

Promotional activities that are made available to 
the general public 

Employer-provided social/recreational 
expenses primarily for the benefit of employees 
who are not highly compensated, such as a 

summer picnic or holiday party 

Business gifts up to $25 to any one individual 
per tax year 
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4 Hiring Family Members

Sole-Proprietors

Sole-proprietors and spousal partnerships can 
pay children up to $12,000 without incurring any 
tax (neither income nor payroll) for legitimate 

services rendered to the business based on a 

market rate of pay. 

Corporations and Partnerships

S and C corporations and non-spousal 
partnerships can also take advantage of this 
strategy; however they are not exempt from 

payroll taxes, social security and Medicare.

Zero Tax

The business can take the deduction for the pay. On the child’s tax return, if income is less than the standard 
deduction, taxable income is reduced to zero.

Hiring family members is an all too often overlooked strategy.  When 

done right, there are significant tax savings to be had from putting 
family members on your business payroll.  
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5 Getting the Most Out of Health Insurance

For most of us, health insurance and medical expenses are a 
necessary evil.  For a business owner it’s an opportunity to find more 
tax savings!  When structured properly, your business can deduct 
the cost of your healthcare premiums.  Certain legal entities can 
even reimburse you for out-of-pocket medical expenses that would 
normally not be deductible.

SELF-EMPLOYED HEALTH 

INSURANCE

2% or greater S-Corp shareholders can either be 
reimbursed for health insurance premiums or the 

S-Corp can directly pay health insurance premiums. 
Under either method, the S-Corp can deduct the cost. 
The amount paid for health premium must be 

included in W-2 earnings for the shareholder, exempt 
from FICA. Shareholder then deducts the premiums on 
1040 as a self-employed health insurance deduction. 

Partners in a partnership may also elect the same 
treatment for insurance premiums; however premiums 

must be included as Guaranteed Payments since 
partners should not be paid salary or wages from a 

partnership they own. 

Sole-proprietors can pay for and deduct insurance 
premiums on their 1040 as self-employed health 
insurance deduction.
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MEDICAL REIMBURSEMENT PLAN

There are multiple medical reimbursement plan strategies available to 
small businesses. They range in their ability to create tax savings. Each 
Medical Plan has different rules and you MUST follow them in order to 
qualify for the savings:

IRC Section 125  

Pre-tax deduction that is still the BEST way to deduct 
employee paid Group Health Insurance from a 

paycheck. It also allows for Group Term Life plans, 
FSA’s (Flexible Spending Accounts), and elective 
defined contribution plans.

IRC Section 105 Plan (HRA) 

Normally done with a Schedule C or SMLLC. It can 

be done with a Family Management Company. 

Viable if: a) business employs at least one employee 

(can be a spouse), b) are over 25, and c) reasonable 
compensation is paid (benefits apply to 
compensation). The following expenses qualify: 

premiums paid from spouse W-2 (other job), Long 
Term Care Ins, any medical expense on Form 1040, 
or Special Needs Child Expenses.

HSA 

Medical savings account for taxpayers that have a 

high deductible. This account can grow tax deferred, 

similar to an IRA. Contributions are tax deductible 
and qualified distributions are tax free. Unlike an FSA, 
an HSA does not go to zero at the end of each year 
and unused contributions can be continually rolled 

over to help fund retirement.

QSEHRA 

Qualified Small Employer Health Reimbursement 
Account - Company funded account that allows for 
reimbursement of medical expenses if health 

insurance is not offered by the employer. This 
reimbursement can be considered as part of the 

employee’s compensation package. 
Reimbursements are flexible and have a max 
contribution amount. The benefit is shown on Form 
W-2 in box 12, code FF.

IRC Section 401(h)

A retirement plan with a medical twist. The account is 
attached to a Cash Balance Plan (defined benefit 
plan) that is offered by the employer. It is funded with 
pre-tax dollars, grows tax deferred, allows for tax 
free qualified withdrawals and also allows for tax 
bracket shifting opportunities.
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6 Augusta Strategy

As a business owner, do you also own your own home? 

Would you be willing to have business meetings in your home?  

If so, the Augusta strategy serves as a way for you to rent your home office to your business for use.  That’s 
right, the IRS allows a business owner to rent their primary residence or a vacation home to their business for 

up to 14 non-consecutive days each year. 

The residence can be located anywhere in the United States and the income is excluded from taxable income 

for the residence owner / business owner.

The rental is established with a lease agreement between the business and residence owner, with pricing 

supported by researching and documenting comparable space for a similar event.
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7 Work Smart, Retire Smarter

Much like your business, retirement is not one-size-fits-all.  There 
are a number of ways to set yourself up for retirement success. You 
can use your business to build your retirement nest egg. Work 
smarter, not harder! 

Profit-Sharing Retirement Plan

A profit sharing plan is a type of defined contribution 
plan that lets companies help employees save for 

retirement. With a profit sharing plan, contributions 
from the employer are discretionary. That means the 

company can decide from year to year how much to 

contribute (or whether to contribute at all) to an 

employee’s plan. If the company does not have a 
profit, it does not have to make contributions to the 
plan. (But a company does not need to be profitable 
to have a profit-sharing plan.) This flexibility makes it 
a great retirement plan option for small businesses 

or businesses of any size.

Traditional 401(K)

A 401(k) plan is a qualified employer-sponsored 
retirement plan that eligible employees may make 
salary-deferral contributions to on a post-tax and/or 
pre-tax basis. Employers offering a 401(k) plan may 
make matching or non-elective contributions to the 
plan on behalf of eligible employees and may also 

add a profit-sharing feature to the plan. Earnings in a 
401(k) plan accrue on a tax-deferred basis.

Roth 401(K)

A Roth 401(k) is an employer-sponsored investment 
savings account that is funded with post-tax money 
up to the plan’s contribution limit. This type of 
investment account is well-suited to people who 
think they will be in a higher tax bracket in retirement 
than they are now.

Cash Balance Plan

A cash balance pension plan is a pension plan in 
which an employer credits a participant’s account 
with a set percentage of his or her yearly 

compensation plus interest charges. A cash balance 
pension plan is a defined benefit plan. As such, the 
plan’s funding limits, funding requirements and 
investment risk are based on defined-benefit 
requirements: as changes in the portfolio do not 

affect the final benefits to be received by the 
participant upon retirement or termination, the 

company solely bears all ownership of profits and 
losses in the portfolio.

412(e)(3) Plans

In a 412(e)(3) plan, each participant is provided with a 

guaranteed, pre-determined benefit amount that is 
defined by the plan document and fully insured by 
the purchase of fixed annuity or life insurance and 
annuity contracts. Because plan benefits are 
guaranteed, 412(e)(3) plans are exempt from the 

funding requirements of IRC Section 41. Any “excess” 
interest earnings (or dividends, if paid) over and 

above the life and annuity contract guarantees are 

used to reduce the next year’s plan contribution.
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8 Divide and Conquer with Cost Segregation

When a building is acquired, rather than just capitalizing the entire 

purchase price as an asset, a Cost Segregation Study can be performed to 

identify other classes of assets within the building. 

In other words, the study will divide the building into individual 

components to create additional tax deductions in the current year.

Personal property items like carpet, light fixtures, 
kitchen appliances, landscaping, driveways, 
sidewalks, decks, etc. can be broken out to shorter 
class lives (5, 7 & 15 years). The shorter asset life 
classes can use accelerated depreciation, and may 

also qualify for treatment under bonus depreciation 

and Section 179. 

Compared to straight line depreciation at 27.5 or 39 
years on the building, a cost segregation study can 

create significant tax savings in the earlier years of 
the ownership of the building.

Properties with values greater than $500,000 will 
need a cost segregation study completed by an 

engineering consulting firm that specializes in 
preparing the studies. Software is available for cost 

segregation studies on residential rental properties 

valued at $500,000 or less.
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9 Captive Insurance

But we already covered 
insurance right…? 

Captive insurance is different.  

A Captive Insurance Company is an insurance 
company established with the specific objective of 
insuring risks emanating from their parent group. 
This is an alternative form of risk management that 
is becoming a more practical and popular means 

through which companies can protect themselves 

financially, while having more control over how they 
are insured.

In essence, a business can choose to pay tax 

deductible premiums to its own Captive, instead of 

a 3rd party, saving itself the profit margin that would 
otherwise have to be paid to that 3rd party. Benefits 
include savings to the bottom line as well as a 

reduction in risk exposure resulting from more 
targeted coverage. 

In addition, many Captives have developed into 

profit centers with reserves that accumulate tax 
free when premiums are in excess of claims, and 

when excess reserves are pulled out of the Captive 

they are taxed at Capital gains rates rather than 

ordinary income rates.
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10 Plan Your Exit

Selling your business or your real estate assets for a hefty sum is most 

likely one of your long-term goals. But what about the tax bill that 

comes along with that sale? 

A $2M business sale could mean a  $400,000 tax bill. What if you could 
hang on to that money and put it to work rather than sending it to the 

IRS?

Deferred Gains - DST

The Deferred Sales Trust is a legal contract between 

you and a third-party trust in which you sell real or 
personal property or a business to the Deferred 

Sales Trust in exchange for the Deferred Sales Trust’s 
contractual promise to pay you a certain amount 

over a predetermined future period of time in the 

form of an installment sale note or promissory note. 

It is often referred to as a “self-directed note” 
because you have control over the terms of the note. 

The Deferred Sales Trust gives you the ability to 

control your capital gains tax exposure, reinvestment 

terms, and installment payments made from the 

trust.

1031 Exchange

Allows the exchange of like property with indefinite 
deferral of gains resulting from the disposition of the 

property being sold. Exchange is a misnomer and 

the transaction is the combination of a sale of the 

original property combined with the acquisition of a 

new, like property. However, both the sale and 
acquisition must be conducted through a qualified 
intermediary for the transactions to qualify under 

Section 1031. Once the sale is made (through the 
intermediary), the taxpayer then has 45 days to 
identify new property and 180 days to execute the 
transaction (also through the intermediary). The TCJA 
eliminated many classes of property from 1031 
exchange; however, all real estate still qualifies. Tax 
can be triggered if cash is received or debt is 

reduced as a result of the exchange.

Planning matters.  Exit strategies matter.  Not fully considering the 
down-stream tax implications of selling your assets can leave you 
holding the bag on a significant tax bill.  Using the proper strategy to 
structure your exit can turn that tax liability into a working asset. 
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Let us take a moment to thank you for taking the first steps 
in proactively taking control of your tax situation.  We hope 
you've found our Top Ten Strategies valuable. 

This is merely the tip of the iceberg.  Here at Sterling Tax & 

Accounting, we're all about setting new standards for 
finding the right mix of strategies that suit your needs and 
your goals.  We invite you to reach out to discuss how we 

can save you and your business more on taxes.

If you would like to discuss how these and other strategies 
can be applied to your business, please schedule a time to 

speak with one of our Business Tax Consultants.

You may book a time by clicking HERE, visit our website at 
www.srqtax.com, or give us a call at 941-777-4700.

We can’t wait to hear from you!

THANK YOU

7142 Beneva Road, Sarasota, FL 34238
(941) 777-4700 

www.srqtax.com 

www.srqtax.com/contact-us/


