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#1 Mistake: Failing to Plan

“There is nothing wrong with a
strategy to avoid the payment of taxes.
The Internal Revenue Code doesn't
prevent that.”

~Chief Justice Willam H. Rehnguist
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Why Tax Planning?

1. Key to financial defense

2. Guarantees results
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The View From 30,000 Feet
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How the Tax System Works

ADD UP INCOME FROM ALL SOURGES
SUBTRAGT ADJUSTMENTS TOINCOME
SUBTRACT STANDARD OR ITEMIZED DEDUCTIONS

TABLE OF TAX BRACKETS

v.wﬂ_ns GHECK
ProWise

‘wanes ProWise Finaneial.com

Total Income: 2017

lllegal

Capital Income

. ,l_lﬂ.éméb’
Dividends
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Total Income: 2018
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Adjustments to Income: 2017

IRA CONTRIBUTIONS
MOVING EXPENSES

% SELF-EMPLOYIMENT TAX

SELF-EMPLOYED HEALTH
INSURANCE

SELFEMPLOYED RETIREMENT
CONTRIBUTIONS

ALIMONY PAID

v- STUDENT LOAN
; INTEREST
HEE
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Adjustments to Income: 2018

IRA CONTRIBUTIONS
MOVING EXPENSES

2 SELF-EMPLOYMENT TAX
e

SEHEALTH INSURANCE

SE RETIREMENT CONTRIBUTIONS
-
- ALIMONY PAID

v_  STUDENT LOAN INTEREST
ProWise

‘wans ProWiise Finaneial.com




Standard or ltemized Deductions?

MEDICALFDENTAL EXPENSES

STATEALOCAL TAXES
STANDARD DEDUCTION-2017

FOREIGN TAXES

Single $ 6,350
Head of Household § 8,380 INTEREST
Married/Joint $12,700
Married/Separate $ B350 - CASUALTYTHEFT LOSSES
CHARITABLE GIFTS
v MISCELLANEOUS
ProWise
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STANDARD DEDUCTION- 2018

Single $12,000

Head of Household $18,000

Married/Joint $24,000

Married/Separate $12,000
Single $ 6,350
Head of Household $ 9,350
Married/Joint $12.700
Married/Separate $ 6,350
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Itemized Deductions: 2018

MEDICAL/DENTAL
STATEALOCAL TAXES

FOREIGN TAXES

INTEREST

CASUALTY/THEFT LOSSES
-

CHARITABLE GIFTS

VMﬂSCELLANEOUS
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How the Tax System Works

ADD UP INCOME FROM ALL SOURGES
SUBTRACT ADJUSTMENTS TOUNCOME
SUBTRACT STANDARD OR [TEMIZED DEDUCTIONS

CONSULT TABLE OF TAX BRACKETS
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Tax Brackets: 2017
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10% 0 0

15% 9,326 18,651
25% 37,951 75,901
28% 91,901 153,101
33% 190,651 233,501
35% 416,701 416,701
39.6% 418,401 470,701
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Tax Rates Through History
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Tax Brackets: 2018
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10% 0 0

12% 9,526 19,051
22% 38,701 77,401
24% 82,501 165,001
33% 157,501 315,001
35% 200,001 400,001
37% 500,001 600,001
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Tax Credits

FAMILY CREDITS
EDUCATION CREDITS
FOREIGM TAX CREDIT

GENERAL BUSINESS CREDITS

B‘ REAL ESTATE CREDITS
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Tax Credits: 2018

FAMILY CREDITS
EDUCATION CREDITS
FOREIGM TAX CREDIT

GENERAL BUSINESS CREDITS

B‘ REAL ESTATE CREDITS
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But Wait ... There’s More!

SELF-EMPLOYIMENT TAX

NET INVESTMENT INCOME TAX
-

ALTERNATIVE MWIMIMUM TAX

v TARNNY TAX
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Changes Here? Changes Here!

SELF-EMPLOYMENT TAX

NET INVESTMENT INCOME TAX
-

ALTERMATIVE MIMIMUM TAX

v TANNY TAX
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Keys to Cutting Tax

o @ a8 e

TIMING SHIFTING CODE PRODUCTS
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“Kiddie Tax” Penalty

ProWise wnn ProWilise Finaneial.com =

28.01.2018

“Kiddie Tax” Penalty: 2018

10% 0 0
12% 9,526
22% 38,701
24% 82,501 2,551
33% 157,501
35% 200,001 9,151
37% 500,001 12,501
PIOWISC ‘i Pro Wi se Financial.com i

Roth IRA “Do-Overs”
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Watch Ot for 2026!
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Tax on Business Entities

Sole Proprietorship
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Business Taxes, Explained

ADD INCOME FROM ALL SOURCES

SUBTRACT CASH EXPENSES

SUBTRACT NONCASH EXPENSES

CALCULATE TAX OR PASS THROUGH

E_DEDUCT.TAX- CREDITS ORPASS THROUGH
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Corporate Tax Rates: 2017
| Taxable Income | Rate |

= Personal Service

0 - $50,000 15% Company
-2 0 -3
Sl 0 25 = Personal Holding
$75,001 — 100,000 34% Company
$100,001 — 335,000 39% = Corporate AMT
$335,001 — 10,000,000 34% = Accumulated earnings
$10,000,001 — 15,000,000 35% tax
$15,000,001 — 18,333,333 38%
$18.333 334+ 35%

ProWise

‘wans ProWise Finaneial.com

28.01.2018

Corporate Tax Rates: 2018+

0— $50,000 21%
$50,001 — 75,000 21% Company :
75,001 — 100,000 o =Personal Holding
$100,001 — 335,000 21% Company
$335,001 — 10,000,000 21% =Corporate-AMT
$10.000.001 — 15,000,000 21% =Accumulated earnings
$15,000,001 — 18,333,333 21% tax
$18,333 334+ 21%
ProWise
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A New Kind of Income

Ordinary Investment Passive Qualified
Business
ProWise
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Qualified Business Income

Partnership

Sole Proprietorship
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QBI Limitations

1) If taxable income, is over $157 500 (single) or $315,000 (joint) your QB
deduction far each activity is limited to the greater of

+ 50% of the W2 wages timely paid on behalf of that activity, or

+ 25% of the W2 wages + 2 8% of assets placed in service in last 10 years
(unadjusted basis, or before depreciation)

2) If OBl comes from " specified service business”, your deduction phases out as
taxable income rizes from

« $157,500 - $207 500 (single)
+ $315,000 - $415 000 (jnint)

3) Overall @Bl deduction cannot be maore than 20% of your taxable income
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Case Study: S Corp Owner, Married, $200k

Net Business Income

2017 2018
Adjusted Gross Income 300,000
Standard/Itemized Deductions 12,700/24,000
Personal Exemption 16,200
QBI Deduction (20%) 0
Taxable Income 259,800
Tax Before Credits 61,401
Child Tax Credit 0
Total Tax 61,401
Example assumes married couple with two children under age 15, filing jointly with $12,000 in mortgage

intereotand $10 OO0 in oroperi, tave:
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Case Study: S Corp Owner, Married, $200k

Net Business Income
2017 2018
Adjusted Gross Income 300,000 300,000
Standard/Itemized Deductions 12,700/24,000 24,000/22,000
Personal Exemption 16,200 0
QBI Deduction (20%) 0 40,000
Taxable Income 259,800 236,000
Tax Before Credits 61,401 45,669
Child Tax Credit 0 4,000
Total Tax 61,401 41,669

Example assumes married couple with two children under age 15, filing jointly with $12.000 in mortgage
intorpot ond $12 OO0 io oroperhstays

Case Study: S Corp Owner, Married, $300k

Net Business Income
2018 wio plan
Adjusted Gross Income 400,000
Standard/Itemized Deductions 24,000/22,000
QBI Deduction (20%) 25,000
Taxable Income 351,000
Tax Before Credits 77,049
Child Tax Credit 4,000
Total Personal Tax 73,049
Exarnple assumes married couple with twa children under age 15, filing jointly with $12,000 in mortgage
terpct and €17 000 0 aronerts fawo:
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Case Study: S Corp Owner, Married, $300k

Net Business Income
2018 wio plan 2018 wiplan
Adjusted Gross Income 400,000 300,000
Standard/Itemized Deductions 24,000/22,000 24,000/22,000
QBI Deduction (20%) 25,000 40,000
Taxable Income 351,000 236,000
Tax Before Credits 77,049 45,669
Child Tax Credit 4,000 4,000
Total Personal Tax 73,049 41,669
Corporate Tax 21,000
E)f:’:prlejiitin;ensnrnﬂiirl;\fﬂdnii&lpli V;flth twio children under age 15, filing jointly with $12,000 in mortgage
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Depreciation & Expensing
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Depreciation & Expensing
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Depreciation & Expensing

—m
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Business Interest

ProWise

Domestic Production Activities
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Business Entertainment
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Fines & Penalties
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Net Operating Losses

Profit

S 01— —r0 15
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Estate Taxes

]
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Raise a Toast!
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Congressional Living Expenses

’M
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Ride Your Bike to Work
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Obamacare “Repeal”
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Fill
Prescribe
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Free 2018 Tax Impact Analysis

www.prowisefinancial.com/ami2018
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