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Presentation Overview

Tax Planning Strategies

Maximizing deductions and credits, timing income and expenses, and shifting

income and deductions are key tax planning strategies that can help save money
and reduce tax liability.

Tax-Saving Investment Options

Retirement accounts, education savings accounts, and health savings accounts

are popular tax-saving investment options that can help minimize tax liability and
save for future expenses.

Tax Compliance Rules

Filing deadlines, record keeping requirements, and reporting foreign assets are
key tax compliance rules that individuals and businesses must follow to avoid
penalties and fines.



TaX P la n n I n g Maximizing Deductions and Credits

One of the most effective tax planning strategies is to maximize your
deductions and credits, which can significantly reduce your tax liability.

St rateg I es This involves careful planning and record-keeping, as Ill as taking

advantage of available tax breaks and incentives.

Timing Income and Expenses

Timing your income and expenses can also help you optimize your tax
situation. This can involve deferring income to a later tax year,
accelerating deductions into the current year, or taking advantage of tax
credits that have a limited time frame.

Shifting Income and Deductions

Shifting income and deductions between tax years can also be an
effective tax planning strategy. This can involve transferring income to a
m\ ) lower tax bracket family member, or deferring deductions to a later tax
year when they will be more valuable.




Start a Trade or
Business

« [o maximize tax benefits, treat a
short-term rental (STR) is treated
as trade or business.

 This allows you to offset rental

losses against other forms of
active income, provided you meet
the IRS's material participation
rules.




Material Participation
Tests

« There are two tests that can help you
qualify for material participation:

« 000-Hour Test: Actively participate in
your STR business for more than 500
hours during the year.

« 100-Hour Test: Participate for at least
100 hours and ensure no other person
participates more than you do.
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Depreciation
Deductions

-STRs allow you to take advantage of
depreciation, including bonus
depreciation for new purchases,
which can significantly reduce your

taxable income.




Offsetting Active
Income

oIf your STR qualifies as a trade or
business, you can offset rental losses
against other income, such as salary,
business profits, or capital gains.




Short-Term Rental
"Loophole”

« The STR business isn't subject to the
"passive activity loss" rules that
typically limit rental property losses.

« This can create opportunities to
reduce your overall tax liability if the
STR generates net losses.
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Maximizing Tax Deductions and
Credits

Standard Deduction

The standard deduction is a commonly used tax deduction that reduces your
taxable income and is available to taxpayers who do not itemize their deductions.

Mortgage Interest Deduction

The mortgage interest deduction is another common tax deduction that allows
homeowners to deduct the interest they pay on their mortgage from their taxable

Income.

Child Tax Credit

The child tax credit is a tax credit that is available to taxpayers with qualifying
dependent children. It is a powerful tool for reducing tax liability and can be worth
up to $2,000 per child.



TI m I n g | nCO me Deferring Income

Deferring income is a strategy that involves delaying the receipt of
income until the following year to reduce the current year's tax liability.

a n d EXp e nses This strategy is often used by self-employed individuals and small

business owners.

Prepaying Expenses

Prepaying expenses is a strategy that involves paying for deductible
expenses before the end of the tax year to increase the current year's

'€
deductions and reduce taxable income. This strategy is often used by
individuals who expect to have a higher income in the following year.
P A ¥
Bunching Deductions
Bunching deductions is a strategy that involves shifting deductible
) ' expenses into one year to increase the amount of itemized deductions

3 7 2 and reduce taxable income in that year. This strategy is often used by
individuals who do not have enough deductions to itemize every year.




Shifting Income and Deductions

Income Shifting

Shifting income to a lower tax bracket can help minimize your tax liability.
Strategies include income splitting with family members or deferring income to a
later tax year.

Deduction Shifting

Shifting deductions between tax years can help reduce your taxable income.
Strategies include tax-loss harvesting, charitable donations, and deferring certain
deductions to a later tax year.

Tax Planning

Proper tax planning can help you maximize your tax savings and minimize your
tax liability. Consult with a tax professional to identify the best strategies for your
individual situation.



Benefits of Hiring Your
Children If Self-Employed

« Employing family members can provide a way to shift
income within the family.

« Your children can use their earned income to contribute
to a Roth IRA, allowing you to start building their
retirement savings early while reducing your taxable
business income.

« Payments to children under 18 are exempt from Social
Security, Medicare, and Federal Unemployment (FUTA)
taxes. Additionally, if you pay your child a salary, they can
utilize their standard deduction making their income
essentially tax-free up to that amount.




Retirement Contributions

- Backdoor Roth IRA: A viable option for
high-net-worth individuals who exceed
Roth IRA contribution limits in 2024. It
involves contributing to a traditional IRA
and then converting it to a Roth IRA.

« Solo 401(k) for Self-Employed: A way to
maximize retirement contributions in 2024,
You can contribute up to $22,500 (or
$30,000 if age 50+) as an employee, plus up
to 25% of business income as the employer.
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Tax-Saving Investment Options

Retirement Accounts

Retirement accounts offer several tax advantages, such as tax-deferred or tax-
free growth, and can help you save for retirement. Examples of retirement
accounts include 401(k)s, IRAs, and Roth IRAs.

Education Savings Accounts

Education savings accounts, such as 529 plans and Coverdell Education Savings
Accounts, offer tax-free growth and withdrawals for qualified education

expenses, making them an attractive option for parents and students saving for
college.

Health Savings Accounts

Health savings accounts, or HSAs, offer tax-free contributions, growth, and
withdrawals for qualified medical expenses. They can be a powerful tool for
managing healthcare costs and saving for retirement.



Retirement
Accounts

401(k) Retirement Account

A 401(k) retirement account is a defined contribution plan that allows
employees to contribute a portion of their pre-tax income to a retirement
savings account. It offers several tax benefits and can help employees
save for retirement.

Traditional IRA

A traditional IRA is a retirement savings account that offers tax-
deductible contributions, tax-deferred growth, and tax-free withdrawals
in retirement. It is a popular option for individuals looking to save money
on taxes and build retirement savings.

Roth IRA

A Roth IRA is a retirement savings account that offers tax-free growth
and tax-free withdrawals in retirement. Contributions are made with
after-tax dollars, but the account offers tax-free growth and tax-free
withdrawals in retirement.



Education Savings Accounts

529 Plans

529 Plans are state-sponsored education savings accounts that offer tax-free
growth and withdrawals when used for qualified education expenses, such as
tuition, fees, room and board, and textbooks.

Coverdell ESAs

Coverdell ESAs are education savings accounts that allow you to save up to
$2.,000 per year per child for qualified education expenses. Withdrawals are tax-
free when used for qualified education expenses, such as tuition, fees, room and
board, and textbooks.

Tax Benefits

Education savings accounts offer tax-free growth and withdrawals when used for
qualified education expenses, making them a powerful tool for saving money on
taxes and planning for future education expenses.



Invest in Opportunity Zones

« Capital Gains Deferral: Investing in Qualified
Opportunity Zones can provide significant tax
benefits. You can defer capital gains on the sale
of an asset by investing those gains in a Qualified
Opportunity Fund.

« Tax-Free Growth: If the investment is held for at
least 10 years, the appreciation on the
investment in the Opportunity Zone is tax-free




Manage Capital Gains

« Utilize tax-loss harvesting to offset
gains with losses, potentially reducing
your capital gains tax liability. This can
be particularly effective in a year when
you expect to have higher-than-usual
capital gains.

« Hold investments for over a year to take
advantage of the lower long-term
capital gains tax rates.
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Health Savings
Accounts

Tax-Deductible Contributions

HSAs offer tax-deductible contributions, meaning
that you can deduct your contributions from your

taxable income and save money on taxes. In other
words,

Tax-Free Growth and Withdrawals

HSAs provide a triple tax advantage - contributions
are tax-deductible, grow tax-free, and withdrawals
for qualified medical expenses are also tax-free

Retirement Strategy:

After age 65, HSA funds can be used for non-
medical expenses, though they will be subject to
income tax, similar to traditional IRAs.




Maximizing Charitable
Contributions

« Donor-Advised Funds (DAFs) can help high-
net-worth individuals maximize deductions.

« Contributing to DAFs bunches charitable
contributions, providing an immediate tax
deduction.

« Qualified Charitable Distributions (QCDs) can be
used to make donations directly from your IRA

for individuals over 707%.



Key Tax Compliance Rules

Filing Deadlines

Filing your taxes on time is crucial to avoid penalties and interest charges.
Staying aware of important deadlines helps ensure that your tax return is filed
accurately and on time.

Record Keeping Requirements

Keeping accurate records of your income, expenses, and deductions is important
for tax compliance and can help you in the event of an IRS audit. Good record-
keeping practices can also help you identify potential tax savings opportunities.

Reporting Foreign Assets

If you have foreign assets, it is important to comply with IRS reporting
requirements. Failure to report foreign assets can result in steep penalties and
can even lead to criminal charges.



Filing Deadlines

Importance of Timely Filing

Filing your tax return on time is important to avoid penalties and interest charges
imposed by the government.

Individual Filing Deadlines

The filing deadline for individuals is generally April 15th, but it may vary
depending on certain circumstances. It's important to know the filing deadline for
your situation to avoid penalties and interest charges.

Requesting an Extension

If you need more time to file your tax return, you can request an extension from
the IRS. However, you still need to estimate and pay any taxes old by the original
deadline to avoid interest and penalties.



Record Keeping Requirements

Record Keeping Requirements for Individuals

Individuals are required to keep records that support the income, deductions, and
credits claimed on their tax returns. These records include receipts, canceled
checks, and other documents that support income or deductions, such as
charitable contributions or business expenses.

Types of Records to Keep

The types of records individuals should keep include income statements, bank
statements, receipts for expenses, and investment records. These records should
be kept for at least three years from the date the tax return is filed.




Reporting Foreign
Assets

Foreign Asset Reporting Requirements

It is important to be aware of the foreign asset
reporting requirements to avoid penalties and
comply with tax laws. The FBAR and Form 8938 are
two important forms used to report foreign assets.

FBAR and Form 8938

The FBAR (Foreign Bank Account Report) and Form
8938 (Statement of Specified Foreign Financial
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Assets) are forms used to report foreign assets and
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income to the IRS. They have different filing
requirements and penalties for non-compliance.



Conclusion

Tax planning is a crucial part of
financial planning that can help
save money on taxes and achieve
financial goals. It involves using
strategies to manage tax liability
and comply with tax laws.
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