	
	If You Don't Have a Home-Based Business, Start One Today! 

By Sandy Botkin 


In today's rapidly changing economy, the young and the middle-aged alike are realizing that their dream of “having a job with a company forever" is an illusion. Companies have been downsizing, rightsizing, and capsizing for some time now, and they continue to do so-more now than ever before. Even the federal and state governments are getting into the act with layoffs and attrition of jobs.

In addition to all this uncertainty and mutual lack of loyalty between companies and employees, even the workers who do keep their jobs have no guarantee of promotions due to the shrinking number of management positions. These circumstances aggravate the already tryingly long commutes in rush hour traffic and increasingly typical frustrated boss-spelled backwards, that double S-O-B.
Finally, if all this isn't bad enough, under recent tax laws employees are shafted more than ever with limits and thresholds for their employee deductions and higher social security tax limits. This results in more couples working than ever before and, on many occasions, working more than one job. It is now almost impossible to have only one job in the family and make ends meet! Today, many households need three incomes just to survive.

Sadly, even having more than one job does not produce any major positive effect on most people's bank accounts. Why? Because of tax laws. This was well illustrated in 2004 by Jane Bryant Quinn in her Woman's Day article on "How to Live on One Salary."

Where the Money Goes
Ms. Quinn's example assumed that a man was earning $40,000 per year. His wife (we will call her Lori) wasn't working. They had more month than money. (Sound familiar?) 

Lori subsequently got an administrative job for $15,000 per year. You would think this would improve the family's financial situation, but when Ms. Quinn examined the economics of getting this extra income, the results were startling!

Lori had to pay federal and state taxes on her new income. Since they filed jointly, the family's combined income was what established their tax bracket. She paid $4,500 in new taxes, most of which was non-deductible, for federal and state income tax.

Lori had social security withheld from her paycheck at the rate of 7.65 percent, which amounted to an additional nondeductible amount of $1,148 being extracted from her salary. She also had to commute to work 10 miles a day round trip, which is probably conservative for most people. This resulted (in 2005) in nondeductible commuting costs of $696.

Lori also had some child care expenses, which give a partial tax credit. Ms. Quinn figured that the amount spent over and beyond the tax credit was $4,250 per year.

Lori also ate out each day with colleagues, spending an average of $5 per day, five days a week. This results in a nondeductible expense of $1,250 per year. (I would love to know where she ate for only $5!)

Now that Lori has a job, she has to have professional clothing, this means a hefty dry cleaning bill. Ms. Quinn assumed that Lori's increased expenses here amounted to an extra $1,000 per year, nondeductible, of course.
Finally, with both spouses working, Lori wasn't in the mood to cook dinner every night. They bought more convenience foods and ate out more frequently. This resulted in increased food costs of a nondeductible $1,000 per year in minimum.

Add it all up and Lori's take home pay was a paltry $1,156 a year, for which she had to put up with a daily commute, an unpleasant boss, and corporate hassles.  (Basic pay per hour was thus… 40 hours per week x 50 weeks = 2,000 hours of work for $1,156 equals about 58 cents per hour.)
No wonder more and more people are starting home-based businesses. In fact, there are currently over a hundred million people working from their homes and the number is growing every day. Working from home has become and will continue to be one of the greatest mass movements in the U.S. in the coming years.

Why a Home-Based Business Makes So Much "Cents"
There are many reasons why so many people are favoring home-based over traditional business.

There is no commute (unless you have a really big home), no boss, little if any chance of lawsuits, much lower overhead, no employees, (or few), and far fewer government restrictions. In fact, many of the laws previously cited don't apply to small firms with few or no employees. It is for these reasons, according to Entrepreneur magazine, that 95 percent of home-based businesses succeed in their first year and achieve an average income of $50,250 per year [within a few years] with many earning much more.

There are really two sets of tax laws in this country. One is for employees, and it allows deductions for individual retirement accounts, 401(k)s (if you have one set up by your company), interest and property taxes on your home (which some in Congress want to do away with ), and charity.

Then there are the laws for home-based business people who conduct their business either full-time or part-time. They can deduct, with proper documentation, their house, their spouse, and even children (by hiring them), their business vacations, their cars, and their food with colleagues. They can also set up a pension plan that makes any government plan seem paltry by comparison.

For Lori—and for you—the meaning of all this is simple:

Lori earned $15,000 in salary as an employee, but took home only $1,156. She could have netted the entire $15,000 had she earned it in a home-based business!

This is an increase of almost 13 times her take-home pay as an employee.

Notice that Lori is not spending dramatically more money than she is currently spending. She would eat out anyway, go on trips and drive her car the same as before. By having a home-based business, however, many of her expenses become deductible. This concept is known as "redirecting expenses." With a legitimate home-based business, she can now deduct some of the expenses that she is incurring anyway.

Renegade Strategy: If You Don't Have a Home-Based Business, Start One!
In addition to all the benefits mentioned above, Congress will subsidize you while you are growing your home-based business. If your home-based business produces a tax loss in the first year or so, you can use that tax loss against any other income you have(!). It can be used against wages earned as an employee, dividends, pensions, or interest income-or you can use the loss against your spouse's earnings if you file a joint return.

If the tax loss exceeds all your income for this year, no problem. You can carry back the loss two years and get a refund from the IRS for up to the last two years of income taxes paid, or you can carry over the loss twenty years. You read it right: You can offset up to 20 years of income!

Here's an example:  Mike earns $50,000 in a job with the government. If he starts a home-based business that generates a tax loss of 10,000, he only pays tax on $40,000.

Renegade Tip: You can never lose a properly documented business deduction as long as you run your legitimate business like a business with a bona fide business purpose and have an honest expectation of profit. Make also sure that all your expenses are ordinary and necessary and reasonable as noted in our Tax Advantage and Tax Strategy Program.

The light at the end of the tunnel, for you and millions of others today, is the financial opportunity that starting your own business offers. If you have one going already, then make sure you are enjoying the many financial advantages to which your smart choice entitles you. The tax advantage alone can make a home-based business the single best financial move you could ever make.
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   Best-Selling Financial guru and author of the 1980’s was Charles Givens.  His book “Financial Self-Defense” explained how a home-based business is the best protection against high tax rates.  
Givens emphasized the importance of creating legal tax shelters by stating: “One third to one half of your retirement savings will not be dependent on your income or retirement programs but on your tax-reducing strategies.”  Legal home-based business tax shelters are also an excellent way to let Uncle Sam pay off credit card debt.
Today, current best selling financial author, Robert Kiyosaki, who wrote “Rich Dad, Poor Dad”, is teaching this same great advice…




Robert Kiyosaki on Tax Shelters

of a Home-Based Business

Did you know that you could be taking home thousands of dollars more each year – with little or no effort? While it almost sounds too good to be true, it’s not! The government offers huge tax breaks to those who have home based businesses - regardless of how well they do. 

How is this possible? The tax laws that allow large corporations to write off thousands of dollars in expenses are also available to those with home-based businesses such with networking the Mannatech products and business opportunity.  The only difference between most network marketing businesses and fortune 500 companies in the eyes of the IRS is their size and the fact that network marketers can also deduct many home office and living expenses. 

Let’s take a look at some of the seemingly “ordinary” things that can be legally deducted by a network marketing home-based business owner. 

Meals and Entertainment
When you discuss business with co-workers and a friend at lunch or dinner, your meal is 50 percent tax deductible. For that matter, so are other expenses relating to entertainment focused on building relationships with prospects, retail customers, and downline or upline distributors. Theater and sporting event tickets are 50 percent tax deductible, too. 

Car and Fuel
Automobile mileage is deductible between your home-based business office and a meeting where business is discussed. That includes the meals mentioned above, an opportunity meeting, or even golf outings with friends who are prospects! Travel is deductible, whether it’s to an industrial center or an island resort, if the purpose is to hold an opportunity meeting, to discuss business with other travelers, or to attend a seminar. Travel is deductible for a wife or husband whose presence is helpful in closing the sale. You can also deduct wages paid to your children for help in the business, and if those children have no other sources of income, all wages under $4,000 per year are tax-free. It’s a great way to save for college with Uncle Sam’s help! 

Computer and Office Equipment
Home computers, fax machines, telephones, office supplies, and office furniture are also fully tax deductible while monthly internet fees, phone and cell phone fees, utilities, rent, etc. are deductible based on the percent you use them towards business purposes.  But there’s more. The IRS’ only requirement is that you legitimately treat your network marketing business as a business, not a hobby. That means regularly working it. What counts as “regularly working” your business? Taking the actions you are telling your downline to take: attending weekly meetings, calling prospects regularly, using the product and telling people about it, presenting the opportunity, and teaching others to do the same. If the people you sponsor actively follow your guidance, they should make money. But even if they don’t, the IRS will recognize their right to home-based business tax breaks (just as it does yours) if they properly document their activities and costs. The only catch is that expenses directly related to your home office (rent, utilities, etc.) cannot be used to generate a tax loss. They can only count against your business profits for that year and carry over to negate profits in future years, should your business take off. 

Required Documentation
Documentation is a simple process. It merely means saving receipts and writing down in your day planner all business-related activities, business-related expenses and any revenues you earn. Consistent record keeping will prove to the IRS that you are truly running a business and not engaged in a hobby, whether or not it makes money. What do these records look like? They’re simple. Just writing down whom you spoke with about the business, where you went in pursuit of your business, and what you spent in the ordinary course of conducting business, will provide you with the proper documentation and a sea of deductible expenses. For a maximum investment of five minutes a day, the time spent record keeping is worth a minimum of $5,000 to $25,000 in tax savings. That’s a little over $231 per hour of tax savings for the time you spent keeping track of your activities and expenses….not to mention the money you can make and the lives you can benefit with sharing the products, the tax savings (to help people get rid of their high credit card debt and pay off their mortgages faster and the business opportunity…especially for those mom’s who want to raise their own children yet also assist in bringing home an income by working from home part-time in a professional endeavor.  
****************************

Which of your ordinary lifestyle expenses are deductible when you are a network-marketing distributor? If you legitimately work your business in any of the following ways, you can write it off. Check out the math: 

$875 - Lunch with coworkers is deductible. (Hey, they’re prospects!)  Seven dollars per day times 250 workdays: $1,750. Multiplied by the 50 percent deductible, that equals $875. 

$2,500 - Travel expenses for you and your spouse to vacation land, if you hold opportunity meetings (the meetings could be with the friends you are visiting), and if both you and your spouse participate. 

$3,000 - Home-office deduction ($250 or more per month) for use of the spare room in your house, out of which you operate your home-based business. Make sure to meet there sometimes with clients or prospects, to document the meetings, and not to use the office for any other purpose. 

$2,400 - Automobile mileage from your home office to your day job or other places where you actively encounter prospects and actively discuss the product. At 48 cents per mile, 20 miles round-trip, times 250 days equals $2,400. 

$8,000 - Tax-free wages for two kids without other jobs who help in your home-based business. That’s two children times $4,000 per year, paid to accounts for college, weddings, etc. 

$5,100- Health insurance for your family. (This assumes your spouse is an employee of your home-based business who chooses to include you and the kids on the plan.) Premium of $425 per month multiplied by 12 months equals $5,100. 


Altogether, that’s $21,875 in tax deductible expenses. If your tax bracket is 35 percent of your income, counting combined federal and state taxes, your deductions would generate a $7,656 cash refund from the IRS. 

Remember - To deduct the above expenses, you must be actively working your business (i.e. meals and trips, etc) and keeping records. Be sure to consult your tax advisor or accountant to learn more about applying these concepts to your home business.
****************************
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Understanding the four ways to make money

While most of us were growing up, we were taught to go to school, get good grades, find a career and retire at 65. This model doesn’t allow any of us to get ahead! We spend our lives living paycheck to paycheck and hope that we’ll be able to rely on Social Security or our 401k to carry us through our “golden years”.
According to financial experts, we cannot rely on our 401k and Social Security to be there for us when we retire! And even if you could rely on them, would they really provide you with the type of lifestyle you’d really like to be living when you retire?

The truth is the model of going to school, getting a career, and retiring at 65 doesn’t work. If it did, you wouldn’t see so many seniors still working at 70+ to make ends meet! We’re going to explore another model – a model that does work!

In Robert Kiyosaki’s best selling books “Rich Dad, Poor Dad” and “Cash Flow Quadrant”, he explains how the rich don’t work for money – they get money to work for them. Let’s take a closer look at a model Robert Kiyosaki refers to as the “Cash Flow Quadrant”.




*****
The Cash Flow Quadrant is made up of four types of people found in business

                E  B

                S  I

         Kiyosaki’s Famous Cash Flow ‘Quadrant’

In the first quadrant, he assigned an E, which stands for Employee. This is the way that most of us make our money. Using this method, your life is controlled by the alarm clock. You have to go to bed at a certain hour so that you can get up when that alarm clock goes off. You go to work each day and trade hours for money. The problem with this model is that you have absolutely no way to get ahead! When you stop working, the money stops coming! To top it all off, as an employee you are paying more income taxes than any of the other quadrants and you’re in the highest tax bracket! You can always tell an employee by what they say… “looking for a safe, secure job and benefits.”

In the next quadrant, we’ve got an S, which stands for Self-employed. These are small businesses and specialists like doctors, dentists, plumbers, electricians, contractors, small retail outlets, attorneys, free-lancers, etc. These are the rugged kind. They look at what their employer is doing and believe they can do that too, maybe even better. They want to do it their way. So they start their own company and become self-employed. This model can be very deceiving because you’re STILL trading hours for money… If you stop working the money stops too.

In this quadrant, you don’t own a business; you own a job. The only difference is, you have slightly more control over how many hours you work and you receive very few tax breaks. This is one of the hardest quadrants because the employees pick on you as well as the government, i.e., tax problems and employee problems. This is where the small business differs from the big business.

Take a look at others who have created their own big businesses such as Bill Gates, Michael Dell, Henry Ford and John D. Rockefeller. Each of them built networks and networks of systems. They hired smart people and as a result they were able to do more and more while working less and less.

The problem with the E and S side quadrants is that in order to make more money they often have to work harder. So the income potential for the E and S is very often capped or limited. The person in the E quadrant is usually capped out at around the $30,000 to $65,000 a year income mark and the person in the S quadrant caps out at around $110,000 to $125,000 a year.

As a Business Owner, you’re no longer trading hours for money. Instead, you have a system built and people are working for you who are making you money – even when you’re not there! The B quadrant people can make more money than rock stars, sports stars, and movie stars if they get their thinking straight and set up business right. Their income potential is virtually unlimited because networks are unlimited.

Most people, when thinking of investing, gravitate towards the stock market. But the rich don’t invest heavily in the stock market; they put their money in other vehicles. This person makes their money work harder than they do. As an investor, you no longer work for money, but rather, you have money working for you!
