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Will You Be in the 1%? Surviving an IRS Audit
Most taxpayers escape the scrutiny of an IRS audit after filing their annual returns, but for the 1% or so
who are audited, there are strategies to keep in mind that could make the experience less painful than it
needs to be.

Weekly Market Commentary | Week of April 1, 2013
Does the performance of stocks, bonds, and commodities in the first quarter forecast that booming
economic growth lies just ahead? Or might these market gains risk making April fools of those expecting
a sharp economic acceleration?
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Over the years we have tried many methods of keeping in contact with our clients. You have let us know that you have
been enjoying our e-Newsletters, but would like to receive fewer per year. As such, we have decided to reduce the
number of e-Newsletters to every other month. Communication is always our priority, so please continue to call with
questions.

I will be attending an Investment Forum in Atlanta in late April. This is just one of the ways I keep up-to-date on the
pulse of the market. In addition, our office will be closed for a long weekend in May, May 15 through May 19 .th th

Remember to fund your Roth IRA's and consider increasing your contributions to your workplace retirement plans. It is
never too early to plan for retirement. Call our office to review your finances to see if you are on track for the leisure
years.

We always appreciate referrals from our satisfied clients. Please consider referring your friends, business partners, and
family members. We welcome the opportunity to serve the people you care about. All of your information will be kept
confidential, and the time we devote to serving you will not be diluted. Please visit our website (www.stevenfeiertag.com
) and if you like what you see, pass this on to your contacts. Thank you for your continued business and support.

Feiertag Financial Services

Steven I Feiertag, CFP®

Registered Representative, LPL Financial

2107 Reston Circle

Royal Palm Beach, FL 33411

800-252-4276

steven.feiertag@LPL.com

www.stevenfeiertag.com

Securities offered through LPL Financial. Member FINRA/SIPC.

This information is not intended to be a substitute for specific individual tax advice. We suggest that you discuss your
specific tax issues with a qualified tax advisor.

The opinions voiced in this material are for general information only and are not intended to provide specific advice or
recommendations for any individual.

LPL Tracking No. 1-152789
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Auditors pay particular
attention to deductions
related to entertainment,
meals, travel, and
transportation.

Will You Be in the 1%? Surviving an IRS Audit

 
The IRS audited approximately 1.6 million individual tax returns filed in 2011.  That amounts to just over 1.1% of 1411

million individual returns filed that year. However, just over one-quarter of those audits involved face-to-face meetings
with IRS auditors. The rest were conducted through the mail.

Filers earning less than $100,000 had a 1% chance of being audited. Among filers with income exceeding $200,000, the
audit rate was 3.93%; for those earning more than $1 million, it climbed to 12.5%. Self-employed taxpayers who filed a
Schedule C and reported gross receipts of at least $100,000 were audited at a 4% rate.

What Triggers an Audit

The following are some of the red flags that could alert the IRS, aside from earning a lot of money:

Running a cash business

Claiming the home-office deduction

Self-employment

Deducting business meals, travel, and entertainment

Failing to report all taxable income

Claiming 100% business use of a vehicle

Making large charitable contributions

Claiming a rental loss

Taking larger than usual deductions

What the IRS Looks For

Whether the IRS requests a face-to-face meeting or chooses to conduct its audit through correspondence, the following
issues may arise:

Unreported income -- The IRS will assess taxes on any "missing" amount plus interest and penalty charges --
regardless of whether the omission was accidental or intentional. A finding of significant fraud could even result
in criminal prosecution and jail time.
Personal expenses vs. business expenses -- Be prepared to prove that expenses you've claimed for business
purposes were not actually personal expenses. Auditors pay particular attention to deductions related to
entertainment, meals, travel, and transportation. If you own a business, keep all receipts and be ready to answer
questions about the connection between each expense and your business.
Industry insights -- Business owners should also keep in mind that the IRS has a Market Segment Specialization
Program (MSSP) designed to train its employees about the intricacies of dozens of specific business niches,
ranging from Alaskan commercial fishing to car washes and the scrap metal industry. Fortunately, the MSSPs
Audit Technique Guides are available online (www.irs.gov; look under the "Businesses" heading), so you can
check to see whether your industry is included in the program. If it is, studying the relevant guide might help you
get inside the head of your auditor, so to speak.

Even if you don't expect the worst during your audit, there are several reasons it's still a good idea to enlist the services of
an experienced tax professional to help you navigate the process. For example, a professional is probably more familiar
with the complexities of ever-changing tax laws than you, and is also less likely to let emotions cloud his or her
judgment. In addition, letting a pro speak on your behalf reduces the chance that you will accidentally volunteer
information that could hurt your case.

This communication is not intended to provide tax advice and should not be treated as such. Each individual's tax
situation is different. You should contact your tax professional to discuss your personal situation.

Source: IRS, March 2012.1

© 2013 S&P Capital IQ Financial Communications. All rights reserved.

1-139751
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Highlights

Does the performance of stocks, bonds, and commodities in the first quarter forecast that booming economic
growth lies just ahead? Or might these market gains risk making April fools of those expecting a sharp economic
acceleration?

Examining the relationships between markets and the economy, it appears that the message from the markets is
that modest economic growth is likely to continue rather than accelerate.

Message From The Markets

Stocks posted a strong first quarter. While shy of last year's 12% first quarter gain, the S&P 500 Index's 10% gain seen
this year reflects very strong performance. Consistent with the powerful gains for stocks, bond yields and oil prices also
rose in the quarter.

We devote careful study to the economic data to help us assess the outlook for the markets. What about the other way
around? Given the average-at-best economic readings during the first quarter, the performance of the stock, bond, and
commodity markets begs the question: what are the markets saying about where the economy is headed?

Does the performance of stocks, bonds, and commodities in the first quarter forecast that booming economic growth lies
just ahead? Or might these market gains risk making April fools of those expecting a sharp economic acceleration?

Message From Stocks

Historically, the stock market has been a very good leading indicator of future job growth with a lead of about six
months, as you can see in Figure 1. Since most of last year's gain came in the first quarter, after the strong first quarter of
this year, the S&P 500 Index is up about 11% from a year ago. This does not suggest booming job growth in the coming
months. In fact, the 11% gain suggests only about a 1-2% year-over-year growth rate for jobs or a pace of about 180,000
per month.This would mark a modest slowdown-rather than a sharp re-acceleration of job growth.

Message From Bonds

Traditionally, in the bond market a rise in long-term yields relative to short-term yields is indicative of a stronger outlook
for economic growth. The bigger the difference in these yields, in technical terms known as the slope of the yield curve,
the stronger the expected pace of growth for the economy. This relationship can be seen in Figure 2, where the difference
in yields helps to predict gross domestic product (GDP) over the coming two years.

While short-term yields did not change in the first quarter, remaining pinned down by the Federal Reserve (Fed) at just
under 0.1%, the yield on the longer term 10-year Treasury note rose from an average of 1.69% in the fourth quarter of last
year to 1.92% in the first quarter of this year. While on the surface an increase in the slope of the yield curve may suggest
a better growth outlook, when viewed in the historical context seen in Figure 2, the modest uptick in yield predicts merely
a continuation of the roughly 2% GDP growth seen, on average, over the past couple of years.
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Message From Commodities

After spending much of the fourth quarter of 2012 below $90, oil prices surged to near $100 in the first quarter, ending at
$97. Since oil prices and economic activity tend to move in the same direction, is this $10 surge in oil prices a sign that
demand is rising with increasing economic activity? Unfortunately, the answer is no. We can see in Figure 3 that this
level of oil prices is consistent with the current modest pace of manufacturing activityrepresented by the widely-watched
Purchasing Managers' Index from the Institute for Supply Management in the low 50s.

Despite the strong performance in the first quarter, it appears that the message from the markets on the economy is that
modest growth is likely to continue rather than accelerate. Just like last year, the strong first quarter led to more of the
same in the economy, averaging 2% GDP growth and modest job gains.
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IMPORTANT DISCLOSURES

The opinions voiced in this material are for general information only and are not intended to provide specific advice or
recommendations for any individual. To determine which investment(s) may be appropriate for you, consult your
financial advisor prior to investing. All performance reference is historical and is no guarantee of future results. All
indices are unmanaged and cannot be invested into directly.

The economic forecasts set forth in the presentation may not develop as predicted and there can be no guarantee that
strategies promoted will be successful.

Bonds are subject to market and interest rate risk if sold prior to maturity. Bond values will decline as interest rates rise
and bonds are subject to availability and change in price.

The fast price swings in commodities and currencies will result in significant volatility in an investor's holdings.

Commodity-linked investments may be more volatile and less liquid than the underlying instruments or measures, and
their value may be affected by the performance of the overall commodities baskets as well as weather, disease, and
regulatory developments.

Gross domestic product (GDP) is the monetary value of all the finished goods and services produced within a country's
borders in a specific time period, though GDP is usually calculated on an annual basis. It includes all of private and
public consumption, government outlays, investments and exports less imports that occur within a defined territory.

Yield is the income return on an investment. This refers to the interest or dividends received from a security and is
usually expressed annually as a percentage based on the investment's cost, its current market value or its face value.

Yield curve is a line that plots the interest rates, at a set point in time, of bonds having equal credit quality, but differing
maturity dates. The most frequently reported yield curve compares the three-month, two-year, five-year and 30-year U.S.
Treasury debt. This yield curve is used as a benchmark for other debt in the market, such as mortgage rates or bank
lending rates. The curve is also used to predict changes in economic output and growth.

INDEX DESCRIPTIONS

The Standard & Poor's 500 Index is a capitalization-weighted index of 500 stocks designed to measure performance of
the broad domestic economy through changes in the aggregate market value of 500 stocks representing all major
industries.

The Institute for Supply Management (ISM) index is based on surveys of more than 300 manufacturing firms by the
Institute of Supply Management. The ISM Manufacturing Index monitors employment, production inventories, new
orders, and supplier deliveries. A composite diffusion index is created that monitors conditions in national manufacturing
based on the data from these surveys.

Purchasing Managers' Index (PMI) is an indicator of the economic health of the manufacturing sector. The PMI index is
based on five major indicators: new orders, inventory levels, production, supplier deliveries and the employment
environment.

This research material has been prepared by LPL Financial.

To the extent you are receiving investment advice from a separately registered independent investment advisor, please
note that LPL Financial is not an affiliate of and makes no representation with respect to such entity.

Not FDIC/NCUA Insured | Not Bank/Credit Union Guaranteed | May Lose Value | Not Guaranteed by any Government
Agency | Not a Bank/Credit Union Deposit

LPL Financial, Member FINRA/SIPC

Tracking # 1- 155086 | Exp. 04/14



The opinions voiced in this material are for general information only and are not intended to provide specific advice or
recommendations for any individual. To determine which investment(s) may be appropriate for you, consult your
financial advisor prior to investing. All performance referenced is historical and is no guarantee of future results. All
indices are unmanaged and cannot be invested into directly.
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