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Benchmark Compensation Report

Thank you for entrusting Hayden Taylor of Taylor CPA & Associates with your
Reasonable Compensation analysis. This report Benchmarks your Reasonable
Compensation based on your industry, location and number of employees.

Your Benchmark salary range: $39,892 to $75,683 with a suggested salary of $57,787. A Benchmark delivers a likely
range and suggested figure based on general assumption of your business and should not be used as a substitution for
running an approved IRS approach report.

Taylor CPA & Associates recommends completing a Reasonable Compensation report to provide a more accurate and
defensible compensation figure, ensuring compliance and potentially optimizing tax and retirement benefits.

How was my Reasonable Compensation Benchmarked?

RCReports generates a benchmark reasonable compensation figure using its proprietary wage data, leveraging insights
from hundreds of thousands of reports run. While this figure may be acceptable to the IRS, it does not utilize one of the
three IRS-recognized approaches for determining reasonable compensation. Using an IRS-approved method is strongly
advised.

IRS-Recognized Methods

The IRS recognizes three primary approaches for determining reasonable compensation:

1. Cost Approach: This method calculates reasonable compensation based on the cost of replacing the
services provided by the owner.

2. Market Approach: This approach compares the compensation of the owner to that of employees performing
similar duties at similar companies.

3. Income Approach: This method determines reasonable compensation based on the income generated by the
owner’s services.

Importance of Using IRS Recognized Methods
Using an IRS-recognized method to determine reasonable compensation is crucial for several reasons:

1. Defensible Position: In the event of an IRS challenge, a reasonable compensation figure derived from a
recognized method provides a defensible position. This can help avoid penalties and fines.

2. Accuracy: A recognized method may deliver a reasonable compensation figure significantly higher or lower
than the benchmark number provided by RCReports. This can have a substantial impact on the amount of payroll
taxes paid and the amount that can be contributed to a retirement plan.

3. Compliance: Ensuring that the reasonable compensation figure is determined by using a recognized method
helps maintain compliance with IRS regulations and reduces the risk of audit.

Recommendation

While the benchmark reasonable compensation figure created by RCReports is a useful tool, it is essential to use an
IRS-recognized method for determining reasonable compensation. It is recommended that you run a reasonable
compensation report using one of the IRS-recognized methods. This will provide a more accurate and defensible
compensation figure, ensuring compliance and potentially optimizing tax and retirement benefits



