Freddi Eberhart & Associates Inc. would like to thank you for selecting our firm for your tax and accounting
needs. We appreciate the confidence you have shown in us, and we remain ready to assist you at any time. Also,
thank you for recommending us to your family, friends, and associates. We truly appreciate your referrals.

This Month:
This month:
December 22
- Hanukkah begins
December 25
- Christmas Day
December 26
- Kwanzaa begins
January 15
- 4th Quarter Estimated Payments Due
It's almost the New Year! Have you done your yearly credit report checkup yet? While you're at it, protect
yourself from charity scams this season by reviewing some big red flags, and learn how to prioritize cash
flow in your business.
Call if you would like to discuss how this information relates to you. If you know someone who can benefit
from this newsletter, feel free to send it to them.

T i m e f o r a Ye a r l y C r e d i t R e p o r t
One way to head off fraud during tax season is to get your free annual credit report now. Credit reports often
have errors in them; this quick checkup can be the first indication that some form of identity theft has taken
place on your account.
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T i m e f o r a Ye a r l y C r e d i t R e p o r t ( C o n t ’ d )
The good news is that each of the major consumer credit reporting agencies is required by law to provide
you with a free report once a year. Here's contact information to help you get your free credit report:
Annual Credit Report.com
Telephone: 1-877-322-8228
Website: www.AnnualCreditReport.com
Via mail: (fill out the online form and mail it to the following address)
Annual Credit Report Request Service
P.O. Box 105281
Atlanta, GA 30348-5281
Listed here are the three major credit agencies and how to contact them directly.
TransUnion
Telephone: 833-395-6938
Web site: www.transunion.com
Via mail: 2 Baldwin Place
P.O. Box 2000
Chester, PA 19022
Equifax
Telephone: 1-800-685-1111
Web site: www.equifax.com
Via mail: Equifax Credit Information Service
P.O. Box 740241
Atlanta, GA 30374-0241
Experian
Telephone: 1.888.EXPERIAN (397-3742)
Web site: www.experian.com
Via mail: P.O. Box 9701
Allen, TX 75013
Reminder: Each agency may try to upsell you into additional paid services. If you find problems on your
credit report, work through the credit bureau's process to correct the error. Also, place fraud alerts on your
credit agency account if you experience any kind of identity fraud.
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3 Major Charity Scam Red Flags
You’ve probably already received several letters and phone calls from charities asking for donations. Most
requests are from legitimate organizations. Some, however, are bogus charities set up by con artists who use
the holiday spirit to their financial advantage.
Last year, Americans gave nearly $428 billion to charities, according to Giving USA 2019: The Annual Report on Philanthropy for the Year 2018. That's a huge incentive for fraud.
If you're planning to donate, take some time to learn how to spot a charity scam. Here are a few big red
flags:
•

Popup charities. Every legitimate charitable association started sometime, and some are still being
formed. But natural disasters, endemics and calamities of every type — from Hurricane Dorian to
the Ebola virus — seem to spawn an inordinate share of fake charities. You can avoid these popup
scams by donating to charities that you trust, which generally means those with a proven track record. If you're unsure, check out the organization with the Better Business Bureau, Charity Navigator, GuideStar or similar watchdog group.

•

Evasive answers to fundraising questions. A legitimate caller should be upfront about their
charity, the percentage of funds allocated to administration and marketing, and what target groups
will be aided by your donation. Whether you're giving to provide medical supplies, support research or some other worthy cause, don't be afraid to ask direct questions and expect direct answers. If the fundraiser seems to hedge their responses or knows little about the supposed cause to
which you're contributing, consider a different charity. Beware of vague claims like "educating the
public" or "promoting awareness."

•

Urgent email requests. Websites made to mimic legitimate charities have conned many otherwise
careful contributors. Emails asking for money on a deadline may originate from the backroom
computer of a scam artist. Never divulge your financial information via email. Call the charity directly and find out if it's registered in your state (if required). Ask for written information. When in
doubt, check it out.

Many charitable organizations are seeking your aid to address genuine hardships. Avoid the schemes of unethical scammers, and your donations will provide help where it's needed most.
If you think you’ve been contacted by a bogus charity, let the Federal Trade Commission know by filing a
complaint.
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Cash Flow: A Central Part of Your Business Plan
When tracking and planning your business objections, it’s easy to focus your analysis on two reports — the
income statement and balance sheet. But one of the primary keys to your business’s success relies more on
how you handle the money flowing in and out of the business. The appearance of a solid profit can hide a
lurking cash flow problem.
Here are practices to help you give your cash flow the attention it deserves:

•

Understand your cash position. Start with simply getting in the habit of monitoring your bank
account activity daily to watch for mistakes or unforeseen charges. Then look at each business process that involves cash — purchasing, inventory, collections and payroll are good examples. Consider extending terms for paying vendors, establishing shorter terms for customers to pay and implementing a review process to ensure accurate payroll calculations. Also explore opportunities to
turn over your inventory faster.

•

Create a cash flow statement forecast. With your knowledge of cash, create a forward-looking
statement of monthly cash flow. It will reflect the ebbs and flow of cash throughout the year and
identify times of cash crunch. You can then see the impact of changes you are making on your
company's cash position.

•

Identify relevant ratios. There are many helpful cash flow ratios. Identify ratios that are especially
helpful to your business. Have debt? Consider the cash flow coverage ratio (operating cash flow ÷
by debt) to help plan for scheduled debt payments. Making a lot of capital purchases? Use the free
cash flow calculation (operating cash flow – capital expenditures) to determine how much cash will
be left over after the purchases.

•

Build in some contingencies. Most businesses experience seasonality. Understanding your business cycles can help you strategically manage cash in high cash months to cover shortfalls that
come in low cash months. Set up a line of credit so it’s available in the case of an emergency, or as
a bridge during short-term liquidity needs. A line of credit only charges interest only when used, so
it’s a perfect tool to have at your disposal.

•

Watch for hidden cash hijackers. Oftentimes, large cash expenditures can be hidden on your
income statement or balance sheet. A few examples are payments on capital purchases, debt obligations, dividends, guaranteed payments to partners and taxes. Income taxes, when not accounted for
correctly, can cause a twofold problem —
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Cash Flow: A Central Part of Your Business Plan (Cont’d)
a large lump sum that is due in a short amount of time, plus a larger obligation to account for going
forward. Don’t wait until the end of the year to project your tax provision.
•

Appoint someone to manage cash. As with many business processes, important details can fall
through the cracks if there is not clear accountability as to who is responsible for the task. So, assign yourself or someone you trust to manage the company’s cash flow.

When businesses fail, it’s usually because they run out of money. By making cash flow a central part of
your business plan, you greatly reduce this risk.

Avoid Misclassification: Understand Independent Contractors
The best way to avoid misclassifying workers is to understand the defining characteristics of independent
contractors — and then treat them as such. Use this infographic to help you identify independent contractors and understand how they are different than employees.
Independent Contractors checklist
Use this list to help determine if you or the person who does work for your business should be considered
an independent contractor. An independent contractor:

•

Pays self-employment taxes (Social Security and Medicare).

•

Is trained in their profession.

•

Can work with many employers at one time (different clients).

•

Controls when, how and where the work is done.

•

Negotiates rates on a per-job basis.

•

Uses own tools and equipment to perform the work.

•

Does not receive employee benefits.

•

Works on a profit/loss basis.

•

Does not receive overtime pay.
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Avoid Misclassification: Understand Independent Contractors
(Cont’d)
Defining an independent contractor
The IRS says an individual is an independent contractor if the payer (employer) has the right to control or
direct only the result of the work, not what will be done and how it will be done.
Unlike independent contractors, employees are protected by various employment laws, including:

•

Fair Labor Standards Act (FLSA)

•

Family and Medical Leave Act (FMLA)

•

Occupational Safety and Health Act (OSHA)

•

Americans with Disabilities Act (ADA)

•

Unemployment compensation

•

Workers compensation

130+ million U.S. workers are protected by the FLSA.
57.3 million people freelanced in 2017.
1 in 5 jobs is a contracting job in the U.S.
As always, should you have any questions or concerns regarding your tax situation please feel free to call.

This newsletter provides business, financial, and tax information to clients and friends of our firm. This general information
should not be acted upon without first determining its application to your specific situation. For further details on any article.
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