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F.I.T. Focus – February 2020
Tax Planning in a Gig Economy World
The evolution and proliferation of the gig economy have reshaped the dynamic of the workforce and careers. In a gig
economy, temporary, flexible jobs are commonplace, and companies tend toward hiring independent contractors and
freelancers instead of full-time employees. The traditional worker profile of a long-term company employee is
becoming less of the norm. Rooted in the evolving and innovative technological landscape and evolving employment
views of a younger labor force, the on-demand and platform economy has arrived and thrived.
Whether you are a freelancer, work on a per diem basis, an independent contractor, a consultant, or side-hustling as a
rideshare driver, it is essential to recognize that the tax landscape poses different and unique challenges than a W-2
worker.
Generally, gig economy workers are self-employed and consequently, tax planning is more tedious. As a gig worker, you
should familiarize yourself with the additional applicable tax forms: the 1099 and Schedule C. The 1099 form is how the
earnings will be reported to you by the payer. Schedule C is where you will report your income and expenses as it
relates to your self-employment activities.
You will also be subject to the self-employment tax which consists of Social Security tax and Medicare tax. The selfemployment tax rate is 15.3% but you do get to deduct 50% of this tax as an adjustment to your gross income. As a
result, your taxes will be primarily composed of the following:
•
•
•

Self-employment tax
Federal income tax
State and Local tax, if applicable

Unlike a W-2 worker, where taxes are generally withheld throughout the year, gig workers are responsible for remitting
their tax payments throughout the year or may face an underpayment penalty. Unless you are working with an
accountant to prepare quarterly projections to calculate the estimated tax payments, you should earmark an
appropriate percentage of your profits as a safety net for the aforementioned tax liabilities. To approximate your profit,
you would take your income and subtract your expenses.
With that in mind, you’ll want to claim all of your business expenses to reduce your taxable income. Here are some
common expenses that you should think about claiming:
•
•
•
•
•
•

Advertising – website, business cards, promotional materials, brochures, and online activities such as email
newsletters.
Auto – the percentage of driving that you use for business is applicable. Keep track of mileage.
Commission and Fees – transaction/processing services, credit card, exchange rate, marketplace platforms, and
referral/selling fees.
Legal & Professional Services – setting up a business entity like an LLC and engaging an accountant.
Software and Subscriptions
Office Related Equipment & Expenses – cell phone and internet services.
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•
•

Home Office Deduction – the portion of your home that you use exclusively to conduct your business and the
proportionate expenses, ie. homeowner’s insurance, rent, utilities, etc. may qualify as a deduction.
Health Insurance – up to all your premiums may be deductible. Like the self-employment tax deduction, this
would be an adjustment to gross income.

Please note that the above items are not meant to be an exhaustive list. As a rule of thumb, if you incur expenses as a
function of performing your services, they should be under consideration as being tax-deductible. As a best practice,
don’t commingle your personal and business expenses. Lastly, to further reduce your taxable income, consider funding
a retirement account like an IRA, SEP-IRA or Solo 401(k).
If you maintain good records, stay organized, understand your tax responsibilities and seek the guidance of a tax advisor
to help navigate the intricacies of being self-employed, it will be a less daunting task come tax-filing time.

If you have any questions regarding this report, please contact us at info@atwob.com or 914.302.3233
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Important Disclosure Information
This report is provided as information and commentary on various topics. The views expressed in this report are as of the date of the report, and are
subject to change based on market and other conditions. This report contains certain statements that may be deemed forward-looking statements.
Please note that any such statements are not guarantees of any future performance and actual results or developments may differ materially from
those projected.
Please note that nothing in this report post should be construed as an offer to sell or the solicitation of an offer to purchase an interest in any
security or separate account. Nothing is intended to be, and you should not consider anything to be, investment, accounting, tax or legal advice. If
you would like investment, accounting, tax or legal advice, you should consult with your own financial advisors, accountants, or attorneys regarding
your individual circumstances and needs. Advice may only be provided by AtwoB after entering into an investment advisory or financial planning
agreement. Moreover, you should not assume that any discussion or information contained in this newsletter serves as the receipt of, or as a
substitute for, personalized investment and/or planning advice from AtwoB. If you are an AtwoB client, please remember to contact AtwoB, in
writing, if there are any changes in your personal/financial situation or investment objectives for the purpose of reviewing/evaluating/revising our
previous recommendations and/or services.
Past performance is not a guarantee of future returns. Investing involves risk and possible loss of principal capital. Different types of investments
involve varying degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or
product (including the investments and/or investment strategies recommended or undertaken by AtwoB, or any non-investment related content,
made reference to directly or indirectly in this newsletter will be profitable, equal any corresponding indicated historical performance level(s), be
suitable for your portfolio or individual situation, or prove successful. Historical performance results for investment indices and/or categories have
been provided for general comparison purposes only, and generally do not reflect the deduction of any fees or expenses, transaction and/or
custodial charges, the deduction of an investment management fee, nor the impact of taxes, the incurrence of which would have the effect of
decreasing historical performance results. It should not be assumed that your account holdings correspond directly to any comparative indices
and/or categories.
AtwoB is neither a law firm nor a certified public accounting firm and no portion of the newsletter content should be construed as legal or
accounting advice. A copy of the AtwoB’s current written disclosure Brochure discussing our advisory services and fees continues to remain
available upon request.
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