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How to Become a Tax Reduction Specialist

Taxes, taxes, taxes. Most advisors that we work with have clients and prospects that have a love/hate relationship
with taxes. They love to reduce their taxes and they hate paying their taxes. As an advisor who offers
comprehensive financial advice, a key component of your Financial Check-up is to review your client's tax returns
and provide tax reduction strategies.

We are not suggesting you act as a tax preparer. Instead, we are suggesting you become a ""Tax Reduction
Specialist.” One phrase we love sharing with clients and prospects is:

""We don't care who prepares your taxes, we just want to reduce your taxes!"'

Our goal is to take a proactive approach to reducing taxes. We all know the advantages of proactive versus
reactive. This is why we often use this phrase as well with clients and prospects:

""What can we do today to reduce your taxes tomorrow?"'

In order to actually implement that line and for us to share ""not just what to do, but how to do it """ you will
need to learn how to read and use a tax return.

Why should you do this?
Amongst the many reasons are:
o Itillustrates your knowledge and experience.

o It and therefore helps justifies your fee.

o It differentiates you from most of your competition - and also makes you a much more valuable resource to
the client; in fact, most financial advisors do not even look at a client's tax return.

¢ It shows the client that you truly care about their financial issues and that you are giving specific advice
rather than generic advice.

e It helps you bring up things that other financial advisors have not. This is one of the easiest and most
obvious things that distances you and sets you apart from your competition.

¢ It helps you in assisting qualified clients and prospects achieve their most common goal, which is typically
to minimize their tax bill.

e It gives you insight to your client's past, present and future financial behavior and the degree of concern
that they have in reducing taxes.

e It gives you a better understanding of your client's or prospect's investing and/or buying decisions.
¢ It helps you discover additional investments that you may not already be aware of.

e ITISESSENTIAL, IF YOU WANT TO DO WHAT IS IN YOUR CLIENT'S BEST INTEREST.
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We are not suggesting you prepare tax returns, but rather review them.
In order to fully recommend tax strategies that are best for your clients, you need to have the facts. If you do not

gather this essential data by reviewing a client's or prospect's tax return, you can't make educated
recommendations for clients or prospects.

How do you do this?

First and foremost, we suggest you think like a doctor when you look at the tax returns, such as:

e Look for symptoms;

e Look for things that are not within a "reasonable range";

¢ Identify items that warrant further investigation; and

e Bring in a tax specialist when necessary to assist you in correctly assessing a specific course of action.

Does the client's or prospect's information on their tax return make sense?

At this point, you need to think like an IRS auditor. Take a look at things from the perspective of trying to avoid
any IRS radars. You want to make sure that you do not cause your client any problems and that you are accurate
in all your information.

Anyone who is not well versed in taxes should consider taking a tax course, even if it is online. For purposes
of this module, let's examine some information that can help you now!

Let's now examine the tax return itself. First you need to determine if the information shows something that
appears to be inconsistent, unusual, or may not be accurate. Important issues to consider are:

e Most numbers on a tax return that end with multiple zeros are only estimates.

e Does their income match the neighborhood or lifestyle in which they live?

e Ifyou are comparing the prospect’s most recent tax returns to their tax returns in prior years, are there
any major differences, changes, or patterns? Significant changes year-by-year is a major indicator of lack
of proper and adequate income tax reduction strategies. This is the same strategy typically used by most
auditors to determine how consistent someone is.

e Ask this tax question, "Don't you think it would be wise to know what the tax consequence would be on
any financial transactions before the transaction takes place?" At this point you can determine whether
or not they have the proper basic information for their investments to even consider the tax impact.

e "How often does your financial advisor look at your tax return?" If the answer is never, then ask: "If
your advisor doesn't look at your tax return, how does your advisor know the tax consequences of any
recommended transactions?"
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How Do Federal Income Taxes Work?

The federal individual income tax has seven tax rates that rise with income. Each rate applies only to
income in a specific range (tax bracket).

CURRENT INCOME TAX RATES AND BRACKETS
The federal individual income tax has seven tax rates ranging from 10 percent to 37 percent (see table). The rates

apply to taxable income—adjusted gross income minus either the standard deduction or allowable itemized
deductions. Income up to the standard deduction (or itemized deductions) is thus taxed at a zero rate.

2019 Tax Rate Schedules

Single—Schedule X Head of household—Schedule Z

If taxable of the If taxable of the

income is: But not amount income is: But not amount

Over— over— The tax is: over— Over— over— The tax is: over—

S 0 S$ 9700 @ e 10% S 0 S 0 $ 13850 e 10% S 0
9,700 39475 S 970.00 + 12% 9,700 13,850 52,850 $ 1,385.00 ~ 12% 13,850
39475 84,200 4,543.00 + 22% 39,475 52,850 84,200 6,065.00 ~ 22% 52,850
84,200 160,725 14,382.50 + 24% 84,200 84,200 160,700 12,962.00 ~ 24% 84,200

160,725 204,100 32,748.50 + 32% 160,725 160,700 204,100 31,322.00 + 32% 160,700
204,100 510,300 46,628.50 + 35% 204,100 204,100 510,300 45,210.00 ~ 35% 204,100
510300 @ ...l 153,798.50 + 37% 510,300 510300 = ........ 152,380.00 + 37% 510,300

Married filing jointly or Qualifying widow(er)— Married filing separately—Schedule Y-2

Schedule Y-1

If taxable of the If taxable of the

income is: But not amount income is: But not amount

Over— over— The tax is: over— Over— over— The tax is: over—

S 0 $ 19400 @ iieees 10% S 0 S 0 $9T00 = erseescws 10% S 0
19,400 78,950 $ 1,940.00 + 12% 19,400 9,700 39475 S 970.00 « 12% 9,700
78,950 168,400 9,086.00 + 22% 78,950 39,475 84,200 4,543.00 « 22% 39,475

168,400 321,450 28,765.00 + 24% 168,400 84,200 160,725 14,382.50 + 24% 84,200
321,450 408,200 65,497.00 + 32% 321,450 160,725 204,100 32,748.50 « 32% 160,725
408,200 612,350 93,257.00 + 35% 408,200 204,100 306,175 46,628.50 ~ 35% 204,100
612,350 TTysyr 164,709.50 + 37% 612,350 306,175 cosasAeds 82,354.75 « 37% 306,175

Federal income tax rates are progressive: As taxable income increases, it is taxed at higher rates. Different tax
rates are levied on income in different ranges (or brackets) depending on the taxpayer’s filing status. In 2019, the
top tax rate (37 percent) applies to taxable income over $510,300 for single filers and over $612,350 for married
couples filing jointly. Additional tax schedules and rates apply to taxpayers who file as heads of household and
to married individuals filing separate returns. A separate schedule of tax rates applies to capital gains and
dividends. Tax brackets are adjusted annually for inflation.

BASICS OF PROGRESSIVE INCOME TAX RATES

Each tax rate applies only to income in a specific tax bracket. Thus, if a taxpayer earns enough to reach a new
bracket with a higher tax rate, his or her total income is not taxed at that rate, just the income in that bracket. Even
a taxpayer in the top bracket has some portion of income taxed at the lower rates in the tax schedule. For example,
a single filer with $50,000 in taxable income falls into the 22 percent bracket but does not pay tax of $11,000 (22
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percent of $50,000). Instead, he or she pays 10 percent of $9,700, then 12 percent till $39,475 plus 22 percent of
the last $11,525 for a total of $7,078.50.

All tax brackets for married taxpayers are twice the size of those for singles, except for the penultimate bracket.
This can cause a “marriage penalty” for some taxpayers in the highest tax bracket, as some couples pay more tax
filing a joint return than they would if each spouse could file as a single person. Conversely, because most tax
brackets for married couples are twice the size of those for singles, many married couples enjoy a “marriage
bonus,” paying less in tax by filing jointly than they would if each partner filed as a single person.

HISTORY OF FEDERAL INCOME TAX BRACKETS AND RATES

Over the 100-plus year history of the modern federal income tax (short-lived income taxes existed before ongress
ratified the 16th Amendment in 1913), the number of brackets and rates have changed dramatically and frequently.
The federal income tax began with seven brackets but that number exploded to more than 50 by 1920 (figure 1).
From then until the late 1970s, there were never fewer than 20 brackets. The last major federal tax reform, the
Tax Reform Act of 1986, reduced the number of brackets from 16 to two, but that number has crept up to the
current seven over the last three decades. The Tax Cuts and Jobs Act (TCJA) lowered the top rate to 37 percent
starting in 2018. Due to certain budgetary constraints, the TCJA contains a “sunset,” or an expiration date, for
many of its provisions including the new tax rates on January 1, 2026.

FIGURE 2

Top Marginal Federal Individual Income Tax Rates
1913-2018
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Sowrce: Urban-Brookings Tasx Policy Center. Statistics. “Hiztorical Individual Income Tax Parameters: 1913 to 20187

Capital Gains Taxes

In 2019 the capital gains tax rates were either 0%, 15% or 20% for most assets held for more than a year. Capital
gains tax rates on most assets held for less than a year correspond to ordinary income tax brackets (10%, 12%,
22%, 24%, 32%, 35% or 37%).

Capital gains are the profits from the sale of an asset — shares of stock, a piece of land, a business — and generally
are considered taxable income. A lot depends on how long you held the asset before selling.
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Short-term capital gains tax is a tax on profits from the " " —
sale of an asset held for one year or less. Short-term 291? Lang-Term Copital Galns ans Qudlities
Dividends Tax

capital gains tax rates equal your ordinary iNCOMe tax | "
ong-Term Capi
rate o your tax braCketl GO"’IS Rcte Married Fi"ng J°|nt m

0% $0 - $78,750 $0 - $39,375
Long-term capital gains tax is a tax on profits from the | 15%- $78,751 - $488,850 $39,376 - $434,550
sale of an asset held for more than a year. Long-term | 20%" Over $488,850 Over $434,550

capital gains tax rates are 0%, 15% or 20% depending | Those in the 15% LTCG tax bracket with MAGI over their 3.8% threshold ($250,000

joint filers/$200,000 single filers) will pay an effective rate of 18.8%.

on y0U|' taxable Income and flllng Status They are “*The top rate is effectively 23.8% for those subject to the 3.8% Medicare surtax on

generally lower than short-term capital gains tax rates. net pvesiment ieorme

Some easy things to look
for on a tax return include:

Marginal tax bracket.

This is an easy thing to identify. Take a look at the taxable income on Form 1040, page 1 - Line 11b, in order to
determine their marginal Federal tax bracket. Incorporate this into after-tax savings any time you make a tax
reduction recommendation or any investment recommendations. If the client has a negative taxable income
(which happens in rare instances - but we do see them especially for retirees, small business owners and investors
of rental property), this usually indicates poor or no income tax planning. It is an opportunity to bring in more
taxable income without paying any taxes (like through the use of a partial Roth IRA conversion).

Look at taxable interest Line 2b of 1040.

Their taxable interest is on line 2b This is separate from line 2a — tax exempt interest. Calculate their after-tax
ROI, which is their interest rate earned on their investments less their marginal tax bracket. Remind them "It's not
what you earn, it's what you keep!" At that point you can let them know that ALL of this income is subject to
taxes! If appropriate you might suggest that “Something we MIGHT EXPLORE would be possible other
strategies, with tax advantages” (this can include municipal bonds, deferred annuities, qualified dividend stocks,
growth-oriented investments or other types of investments that do not generate immediate taxable income). If the
majority of this comes from bank accounts, the next thing is to divide the taxable interest by 1% or ¥%2%, (which
is about the average interest rate many savers earn in their bank accounts). They probably have more than this
amount in CDs, money markets and bank accounts. Compare this number to the amount they gave you.
Remember: Any interest that they earned on a taxable bond could be greater than the 1 or 2% and therefore we
must take this into consideration when making this estimate.

Tax-exempt interest, line 2a on 1040.

This is generally generated from municipal bonds. This amount is not included on line 2b. Divide this tax-free
interest by 1 or 2% and this can offer a reasonable guesstimate amount they might have in municipals. Compare
this to the amount they gave you. These investments usually make sense only if the client is in a 32% or higher
marginal tax bracket. Discuss with the client their tax sensitivity and what motivated them to invest in these tax-
free investments.
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Ordinary Dividends, Line 3b on 1040.

Ordinary dividends, line 3b, include both qualified dividends — the amount shown on line 3a (these qualify for
special tax treatment) and non-qualified dividends, which is the difference between ordinary dividends and
qualified dividends. Non-qualified dividends receive no special tax treatment and are subject to ordinary income
taxes. Qualified dividends are typically generated from stocks and non-qualified dividends are usually generated
from money market or bond fund accounts. Divide the non-qualified dividends by 1 or %% and this is the
reasonable guesstimate amount they should have in money market accounts. Compare this number to what they
gave you. At this point, determine the amount they should have liquid and whether it is sufficient. We find that
many clients, especially older ones, have far more liquidity than they need.

Qualified dividends, Line 3a of 1040.

These dividends are generated from stocks and receive special tax treatment. They are income tax-free if your
marginal tax bracket is 12% or less, and still only taxed at a 15% or 20% at higher tax rates (see chart on earlier
page). They also can be taxed at 3.8% higher, if you are subject to the Medicare tax.

Discuss with the prospect/client that one of the strategies is to pay attention to always keeping when achievable
the tax rate on dividends as low as possible. The major issue here is to illustrate that you are taking a proactive
approach to help reduce their taxes and providing advice that most other advisors don’t even consider.

Look at Schedule B —interest, line 4 and ordinary dividends, line 6.
Look at Schedule B for multiple numbers of institutions listed. Then compare this information to your notes and
a copy of your client's or prospect's other brokerage statements to gather some valuable data to help you in your
financial review:

e This will assist with determining what their total assets are and where they are holding these assets
e To identify if they have the cost basis and unrealized gains and losses
e You can confirm if the statements are titled properly

You may at this point want to ask them if they are interested in reducing paperwork and discuss the value of
consolidating accounts. You also may want to talk about the following: "*Imagine if you had one 1099 rather
than and ask yourself, ‘wouldn't it be easier? Do any of your financial advisors provide
comprehensive advice and look at your total portfolio? Do you think it would be a good idea to look at your
entire financial picture rather than just part of it?”

Capital gains and losses, Schedule D.

Look at Schedule D and see if there is a lot of activity. If the client is making
a lot of trades, they may want to consider doing these trades in an IRA or
qualified retirement account. Also, look for their brokerage statements that
back up these trades and provide you additional important information about
their accounts, investment strategies, and cost basis.

Does line 16 (page 2) have a gain? Has anyone talked with them about
“harvesting” which is matching up any recognized gains with losses. This
saves tax dollars. The maximum taxable loss that can show on this line 16 is
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$3,000. If this number is (-$3,000), there probably is additional capital losses that can be carried over into the
next tax year. These show up on Schedule D.

Next, look at line 15 on page 1 of Schedule D, which is net long-term capital gains and losses and also look at the
amount on line 7, which is net short-term capital gains and losses. The tax on short term capital gains is usually
taxed at ordinary income tax rates (up to 37%) which is significantly higher than the tax on long term capital
gains, which can be as low as 0% and a maximum tax rate of 20%! One of the best strategies is to wait one year
before selling any appreciated property in order to pay a lower tax. At this point you can discuss those advantages
with prospects and clients.

Also, you should review all brokerage accounts, to discuss or compute unrealized capital gains and losses, and
consider various tax strategies. At this point you can find many clients are taking much higher investment risks
than they informed you of. This can help you start discussing your value, which could also include reducing their
risk.

You can review tax reduction strategies, but if you are unsure, you should work with a
gualified tax professional to discuss the specifics.

For lower tax bracket clients, one major tax reduction strategies regarding capital gains is to sell enough
investments that have unrealized capital gains that will generate additional long-term capital gains up to the top
of the client’s 12% tax bracket. For example, if the taxpayer is married and filing a joint return, they can have a
taxable income of $78,950 and still be only in the 12% tax bracket in 2019. For example, if your married filing
jointly client has a projected taxable income of $40,000, and they generate an additional $35,000 of taxable
income, they still remain in the 12% tax bracket. In this case, if you sell any investments that will generate a
long-term capital gain, they stay at a 0% capital gain tax and this now is Federal income tax free!

The next step is to look at their cost basis information that shows on Schedule D, page 1, column (e) and their
realized capital gains and losses, which is on column (h). These are the actual sales that took place last year and
the profits or losses are considered “realized” capital gains and losses. Unfortunately, in many cases investors real
cost basis sometimes can be calculated incorrectly(because of untracked dividend reinvestments).

Errors occur frequently when calculating the cost basis on both investments that have been sold and those
investments still in their brokerage accounts. Capital gains and losses on these investments that have not yet been
sold are considered “unrealized.” We suggest informing prospects that, “We don’t want you to pay any more
taxes than you legally have to!” Discuss how cost basis is calculated, including the step-up in basis rules for those
who inherit investments. Also, briefly discuss the various mistakes that are very common when computing the
cost basis including the community property tax laws. If you can, offer to recheck the basis listed on their tax
returns and confirm that the capital gains and losses are correct, ONLY if they become a client! In many
cases, the net capital gains or losses shown on the tax return are off by a significant margin and then you can
recommend they check with their tax preparer about amending their tax return (you can go back for 3 years if you
find that they can get a sizeable tax refund). You might also offer to recheck and recalculate their cost basis and
unrealized capital gains and losses on the investments that they still own. Sometimes, this simple, basic 5-10-
minute conversation has a major impact on the prospect and is often the most influential factor of why the prospect
will become a client and transfer their accounts over to you from another financial advisory firm in only a short
period of time.

Perception is reality and tax savings strategies have probably the biggest
Impact for most investors!
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IRA, Pension and Annuity Distributions on lines 4a, 4b, 4c, 4d

Line 4a and 4c, on form 1040, show IRA, Pension and annuity distributions. Lines 4a and 4c show the gross
amounts distributed from one or more of these vehicles, and Lines 4b and 4d are the taxable amounts, (which is
zero if these distributions are rolled over into a new IRA or were used for a Qualified Charitable Distribution

(QCD)).

This entry would show a tax-free 1035 exchange from an annuity at one insurance company that was transferred
over to an annuity at a different insurance company. The gross distribution is the amount that got transferred out
of the prior company and this is usually sent directly to the other insurance company and therefore there is no
taxable event since the client did not actually receive any of the distributions — it went directly to the other
insurance company without passing through to the client first.

Finally, look at their total tax on Line 16 on the 1040.

Think to yourself - would you be happy?

Ask, ""'Do you know how much you paid in taxes last year?"* Advisors often
hear the response “I never pay any taxes — I always get a refund!”

You then can share two numbers that can put things in perspective, their
Overall Tax Rate and Marginal Tax Rate.

First divide line 16 by line 11b. This will give you their Overall tax rate paid.
For example, it could be 21% of their income went to Federal taxes. Then
look at where line 11b lands on the income tax chart (on earlier page). This
could be 32% for a single filer with $165,000 on line 11b. This is their Marginal Tax Rate, or if you save them
even $1, how much of that they save in taxes. This can add up fast and, in many cases, pay for your services
easily. If they are a prospect and they paid more than you thought they should have, then inform the prospect of
this amount, and in most cases, they could be very shocked and can hardly believe it. You should consider saying
the following to the prospect, "*You are known in the industry as being very patriotic.
Unfortunately, many people are not aware of all the different tax reduction strategies that they
are eligible for because no one has been thorough with these possibilities. Always know your

options, because one of your options is to do nothing.""

While this list of tax reduction ideas is only a partial one and should not be mistaken for comprehensive tax
information and advice, we hope it gives you some guidelines, strategies, and understanding of some of the very
basic tax reduction ideas that can help you do a good job and be a major factor in reducing your clients’ taxes.
Obviously, our tax reviews for clients are much more comprehensive and personalized than this workbook. This
simple and basic review is merely an illustration of how we can help the client and our own education of these
difficult topics.

We know that reviewing a tax return takes knowledge and time but it is an important and necessary service in
order to provide comprehensive financial planning.

As we always say, our goal is to share with you
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1040 Review Checklist

1040 Line 1: Wages, Salaries, Tips, (W-2's)

1040 Line 2b: Taxable Interest

1040 Line 2a: Tax-Exempt Interest

1040 Line 3b: Ordinary Dividends

1040 Line 3a: Qualified Dividends

1040 Line 4a/4c: IRA, Pension and Annuity Distributions

1040 Line 4b/4d: Taxable Amount (IRA, Pension and Annuity Distributions)
1040 Line 5a: Social Security

1040 Line 5b: Taxable Amount (Social Security)

1040 Line 6: Capital Gains or (losses)

1040 Line 9: Itemized Deductions (Schedule A) or Standard Deduction
1040 Line 10: Qualified Business Income Deduction

1040 Line 11b: Taxable Income

1040 Line 16: Total Tax

1040 Line 19:Taxes Paid

1040 Line 20: Amount Overpaid

1040 Line 23 Amount You Owe

1040 Line 24 Estimated Tax Penalty

Schedule B Lines 1,4 & 5,6: Taxable Interest & Dividend Income
Schedule D Line 6: Short-Term Capital Loss Carryover

Schedule D Line 7: Net Short-Term Capital Gain or Loss

Schedule D Lines 8a-10: Long-Term Capital Gains or Loss

Schedule D Line 13: Capital Gain Distributions

Schedule D Line 14: Long-Term Capital Loss Carryover

Schedule D Line 15: Net Capital Gain or Loss

Schedule A Lines 1, 3 & 4: Itemized Deductions — Medical & Dental Expenses
Schedule A Lines 5-7: Itemized Deductions — Taxes You Paid

Schedule A Line 10: Itemized Deductions — Home Mortgage Interest
Schedule A Lines 11-14 Itemized Deductions — Gifts to Charity
Schedule A Line 17: Total Itemized Deductions

Schedule 1: Other write-offs: Especially Business Owners and Educators

(S 8 8 5 8 Q8 Q8 8 ) Q8 8 (O N O N O N O N O EN G N R
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TAX FORMS

S1040 Gsmimiana s tocretunn. | 2019 e v eccoon

Filing Status | | single || Mamied filing jointly || Married filing separatshy (MFS) || Head of househald (HOH) || Oualifying widowier) (W)

IRS Use Only— Do not write or staple in this space.

Enh:Gk only If you checked the MFS box, enter the name of spouse. If you checked the HOH or OW box, enter the child's name if the qualifying person is
& child but not your dependent. B
Your first name and middle initial Last name Your social security number
If joint returmn, spouse's first name and middle initial Last name Spousa's social security number
Home address (number and strest). f you have a P.O. box, see instructions. Apt. mo. Presidential Election Campaign
Check here if you, ar your spause if filing
- - - - |ointly, want £3 to go to this fund.
City, town or post office, state, and ZIP code. If you have a foreign address, also complete spaces below (see instructions). Checking & b below wil ngt changs your
mrorefnd. || You | | Spouse
Forsign country name Faoreign province/state/county Fareign postal code | if mose than four dependents,
see ingtructions and  here & ||
Standard Someone can claim: _] ou as a dependent u Your spouse 25 a dependent
Deduction

_] Spouse itemizes on 8 separate refum or you were 8 dual-status alien

Age/Blindness  you: | | Were bom before January 2, 1855 || Areblind ~ Spouse: || Was bom before January 2, 1855 || Is blind

Dependents (see instructions): {2} Social security number (3) Relaticnship fo you (4} « if qualifies for |see instructions):
{1} First name Last name Child tax credit Cradi fior other dependents
L L
L L
L L
L L
1 Wages, salaries, tips, efc. Attach Form(g) W-2 . 5 5 5 o 8 o 8 5 5 a5 s 1
23 Tax-exemptintersst. . . . 2a b Texable interest. Attach Sch. B if required 2b
y  3a Qualified dividends . . . . 3a b Ordinary dividends. Attach Sch. B if required | 3b
Deduction for— 4a |RAdistributions. . . . 4a b Taxshle amaount ab
* Singhe or Married ) .
Hing iy ¢ Pensions and annuities . . . 4c d Taxshle amount 4d
§l2.200 5a  Socisl security benefits . . . Sa b Taxable amount P Sk
= barmied fill . . ) . .
pmwm'fj‘im &  Capital gain or (loss). Attach Schedule D if required. If notrequired, checkhere . . . . . . . ® || | &
£24.400 . Ta Other income from Schedule 1, line 9 2 = o 5 Ta
» Haad of b  Addlines 1, 2b, 3b, 4b, 4d. 5b_ 6, and Fa_ This is your total ineome . . . . . . . _ _ _ .| & Th
m_;‘g“- 8a Adjustments to income from Schedula 1, lina 22 oo . 8a
* If you checked b Subtract line 8a from line Tb. This is your adjusted gross income e Bb
""'S bmr 9  Standard deduction or itemized deducti [from Schedula A)
Deduction, 10 Qualified business incoms deduction. Attach Form 8995 or Form 8995-4 . . . 10
see nsructons.
11a AddlinesSand10 . . . 5 5 @ = =5 =5 & & & & = 118
b Taxable income. Subtract line 11a from line 8b. f zero orless, enter0- . . . . . . _ . . . . 11b
For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, see separate instructions. Cat. No. 113208 Form 1040 zo1g)

This document cannot be shared or reproduced without written permission. It is not to be used as TAX Advice.
For illustrative use only by 2020 Exclusive Coaching Group participants only. © APFA, Inc. 2020
Please consult a Tax Professional for specific Advice.
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Form 1040 (2019 Page 2
128 Tax(seeinst) Check ¥ anyfromFormis): 1 [ | 8814 2 [ ] 4872 3 [] [ 12a |
b Add Schedule 2, line 3, and line 12z and enterthetotal . . . . . . . . . . . . . _ ® 12b
13a  Child tax credit or credit for other dependents . . . . . . . . . . |1aa|
b Add Schedule 3, ine 7, and ine 13z and enterthetotal . . . . . . . . . . . . . . B 13b
14  Subtract line 135 from line 12b. If zero or less, enter-0- © . . . . . . . . . . . . o . 14
15  Other taxes, including seff-employment tax, from Schedule 2, line10 . . . . . . . . . . . . 15
16  Addlines 14 and 15. This is your total tax . . . e 16
17 Federal income tax withheld from Forms W-2 and 1098 . . . . . . . . . . . . . . . 17
« Wyou have & Other payments and refundable credits:
qualifying child, a Eamedincomecredit(EIC) . . . . . S 18a
attach Sch. EIC.
o you have b  Additional child tex credit. Attach Schedule 8812 . . . . . . . . . 18b
:::;1‘:}'. - ¢ American opportunity credit from Form 8863, ineg8 . . . . . . . 18c
instructions. d Schedule 3, line1d4 . . . . = o= o= 18d
e Add lines 18a through 18d. ﬂmmwurwmwmmm I 18
19 Addlines 17 and 18e. These are your total payments . . . R 18
Refund 20 If line 19 is more than line 16, subtract line 16 from line 19. This is the amount you owverpaid . . . . . . 20
2a AmmﬂafllmEﬂynuwmtmhmbdtumHFurmﬂﬂ-EEBaﬂadmd,dmkhuﬂ A u Ha
Diect eposit? by Routing number - - >cType: [ Checking [[] Savings
»d Account number Pl RN
22 Amount of line 20 you want applied to your 2020 estimated tax . . . . * 22 I
Amount 23  Amount you owe. Subtract line 19 from line 16. For details on how to pay, see instructions . . . . . B 23
You Owe 24 Estimated tax penalty see instuctions) . . . . . . . . . . . ® |z4|
Third Parl'y Do you want to allow another person (other than your paid preparer) to discuss this retum with the IRS? See instructions. J Yes. Complete below.
Designee _INo
{Cther than Designes's Phone Personal identification
paid preparer) namea # ric. W number (PIM) >
Sign Under penalties of pajury, | declars that | hawve axaminsd this retum and accompanying schadules and statemants, and to the bast of my knowlsdge and belisf, they are true,

H camect, and complete. Daclaration of preparer (other than taxpayer) is based on all information of which preparer has any knowledge.
ere ‘Yiour signature Date Your occupation If the IRS sent you an kdentity
Protection PIN, enter it here

Joint retum? {see inst) [TTT1

Ses ingtructions. Spouse's signature. If a joint return, both must sign. | Date Spouse's ccoupation If the IRS sent your spouse an
Keep a copy for Identity Protection PIN, enter it here
YOur records. {sae inat)
Phone no. Email address
Paid Preparer's name Preparer's signature Date FTIN Check if:
I [ 3rd Party Designee
Preparer = s Phen ] seft-empioyed
5 name 8 N0. H
Use Only .
Firm's address Firm's EIN &
Go to www.irs.gow/Form 1040 fior instructions and the |atest information. Feern 1040 2019

This document cannot be shared or reproduced without written permission. It is not to be used as TAX Advice.
For illustrative use only by 2020 Exclusive Coaching Group participants only. © APFA, Inc. 2020
Please consult a Tax Professional for specific Advice.
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SCHEDULE A Itemized Deductions OME No. 1545-0074

{Farm 1040 or 1040-5R) - - - insbructicns P "
Go to www.irs.govSck for and the latest information. @@|19

(R, .1:.-..:._2:3:':. * Attach to Form 1040 or 1040-SR. Afachmant
I|::n.:\n.r|.|1-.u|-rlmrrIII 1 L;Swﬂwm ¥ Caution: If you are claiming a net qualified disaster loss on Form 4884, see the instructions for ne 18 soouance No_ T

Mamads) shown on Form 1040 or 1040:587 Your social seourty munber

Cautbon: Do not include expenses reimbursed or paid by others.
Medical and dental expenses (see instroctions) . .

Enter amount from Form 1040 or 1040-5R, line 80 |

hultiply iine 2 by 755 (0.075) .

Subtract line 3 from line 1. ifline 3 is mcxeﬂmn IIna 1 EﬂlEf -EI-

State and local taxes.

a State and local Income taxes or general sales taxes. You may include
either Income taxes or general sales taxes on line 5a, but not both., I
you elect to include general sales taxes instead of income taxes,
check this box .

b State and local real egta‘be t.axaa (33& n!lm:llnrrsj

& State and local personal property taxes .

d Add lines 5a through Sc

@ Enter the smaller of line 5d or $1t| l.‘.ﬂ:l ﬁ& DDCI rf married llllng
separately) . . .

6 Other taxes. List type mu:l amount IF

7 Add lines 5e and &

& Home mortgage intereat and points. H you didn't use all of yowr home
mortgage loan(s) to buy, bulld. or improve your home, sse
instructions and check this box . . . . 2N

a Home mortgage interest and points re-porhed w you on Form 1088
See Instructions if limited .

b Home mortgage interest not reported to you on Fosm 1098, See
Instructions If limited. If paid to the person from whom you bought the
hmweseemetnﬂlmswslwlhatpemmsme -dmtrfjmgnn
and address . .o
=

¢ Points not repariad to you on Form 1088, See inatructions for special
rules . e e
d Mortgage Insurance pren'n.lme [see |ngtr1.mt-ms:|
@& Add lines Ba through Bd . -
9 Investment intersst. Attach Form -1-952 rfrequlrad Eae Insm.ulms
10 Add lines e and 9 . .
1 Gtﬂsh:.rcamnrm rfynu madaaw-;lta‘fm:xmom sae
Instructions .
12 Other than by cash or check. rfyou made myu;u‘l’l nf$25tlor mare,
sae instructions. You must attach Form 8283 if ower $500. . . . 12
13I’_‘.arr3,'ouerfrompr|ar:.rear..............13|
14 Add lines 11 through 13 . . . . . - -
Casualty and theft loss{es) from a ladera]l:.r declared disaster 1|:|lhar than net qualrf-e-:l
disagter losses). Attach Form 4884 and enter the amount from line 18 of that form. See
Instructions .
Crthver —from list in instructions. List l:.'pe and amourt =

Add the amounts in the far Aght column for lines 4 ﬂ'mugh 16. Also, enter this amownt on
Form 1040 or 1040-5R, line® . . . . -

If you elect to itemize deductions even maugh “‘ﬁ' ans Iess than 'g.-nur stan-:lud deduction,
chech thisbox . . . L . T |

For Paperwork Reduction Act Notice, ses the Instructions for Forms 1040 and 1040-8R.  Cat Mo 171450  Sohwdule A {Form 040 or 1040-5R) 2019

This document cannot be shared or reproduced without written permission. It is not to be used as TAX Advice.
For illustrative use only by 2020 Exclusive Coaching Group participants only. © APFA, Inc. 2020
Please consult a Tax Professional for specific Advice.
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SCHEDULE B OME Mo, 1545-0074
orm 1040 or Interest and Ordinary Dividends
fForm 1040 or 1040-SA) ry @@I 1 9

* Go to wwweinepovSchadled for instructions and the latest information.
Deparimant of tha AlRachmat
Intemal Flewenua Sendoa (95 ® Attach to Form 1040 or 1040-SR. Eaguanca tic. D8

Plamois) Shown O FRILIM social seourity nismber

Part | List name of payer. if any interest |s from a ssiler-financed morigage and the | Amount
buyer used the property &5 a personal residence, see the instructions and list this
Interest intereat first. Also. show that buyer's soclal security number and address b

See nstrectons
and the
mstructions for
Forms 1040 and
1040-5A, line 26.)

MNote: If you
received a Form
1098-INT, Form
106800, or
mubetitute
statement fram
a brokerage firm,
list the firm's
name as the
payer and anber
the total interest
shoen on that
form.

Add the amounts online 1 . . . . -
Excludable interest on serkea EE and I LI 5 savings bonds issued aflar 19&9.
Aftach Form 8815
Subtract line 3 from line 2. Ente-' the result here and on Fonn 1040 or 1D4D$R,
line2b . . P
: I line 4 | ower S‘I 500 ynu must c:nmpiela Part III.
Part Il List name of payer &

Ordinary
Dividends
See nstructions
and the
instructions for

Forms 1040 and
1040-2A, line 3

Mate: If you
recaived a Form
1088-DIV or

gr:"ﬁ':d;n_’:m 6 Add the amounts on line 5. Enter the total here and on Form 1040 or 1040-SR,
line 3 . . e

Hote: If ling 6 is over 51 500 '5-|:|IJ muat cnmplela Part III_
Part 1l You must complete this part if you {a) had over 51500 of taxable interest or ordinary dividends; (b) had a
forelgn account; or (&) received a distribution from, or were a grantor of, or a transferor to, a forelgn trust.

Fﬂl’ﬂ'igl'l Ta At any time during 2019, did you have & financial interest in or signature authorty over a financial
Accounts account (such as a bank account, securities account, or I:mkeraga acmurrtj located im & foreign
and Trusts country? See instructions . . . . . . .

Caution: If i “¥es,” are you required to file FinCEM Form 114, Heport of Fnreag'l Bank and Financial
required, failure Accounts (FBAR). to report that financial interest or signatwre authority? See FINRCEN Form 114
o file FinCEN and its instructions for filing requirements and exceptions to those requirements . . . . -

m:"'m‘? b i you are required to file FinGEN Form 114, enter the name of the forelgn country where the
substantal financial account s located b S e
penalties. Ses 8 Duwing 2019, did you receive a distribution from, or were you the grantor of, or transieror to, a
msiructions. forelgn trust? if “Yes," you may have fo file Form 3520, See instrections . . . . . B .

For Paperwork Reduction fAct Motice, ses your tax return instructions. Cat. No. 17146N Scheduls B [Fnrrrl 1040 o 1040-5H) 2019

This document cannot be shared or reproduced without written permission. It is not to be used as TAX Advice.
For illustrative use only by 2020 Exclusive Coaching Group participants only. © APFA, Inc. 2020
Please consult a Tax Professional for specific Advice.



SCHEDULE D
[Form 1040 or 1040-58)

Capital Gains and Losses

* Attach to Form 1040, 1040-SR, or 1040-NR.

Page |15

Ohii Mo 1545-0074

2019

Department of the Treasury » Go 1o wwiw.ire. gov/ScheduleD for instructions and the latest information. Attachment
irfemal Fieverue Service 2999 ¥ Use Form 5849 to st your fransactions for lines 1b, 2, 3, 8b, 9, and 10. Sequence Na. 12
Hamas's) showm on rebum Your social security rumber
Did you dispose of any investment(s) in a qualified opportunity fund during the tax year? || Yes |_|No

If "¥es,” attach Form 8949 and see its instructions for additional requirements for repaorting your gain or loss.

Short-Term Capital Gains and Losses—Generally Assets Held One Year or Less (see instructions)

Sae instructions for how to figure the amounts to enter on the

limes below.

This form may be easier to complete if you round off cents to

whole dollars.

L)
Procoods
(sakes price]

(1]
Cost
for other basis)

fal
Adjusimenis
o gain or loss from

Formis) 8543, Part I,

line 2, column {g}

{hj Gadn or {loss)
Subbract calumn e}
frami cobkumn [d) and
oomibirss thie: ressult

with column g

1a Totals for all short-term transactions reported on Form
10:88-B for which basis was reported to the IRS and for
which you have no adjustments (see instructions).
Howewer, if you choose to report all these transactions
on Form 8949, leave this line blank and go to line 1b

1b Totals for all transactions reported on Formys) 8248 with
Box A checked . .

2 Totals for all transactions raported an Furm{a} B-'MQ 'mm
Box B checked

3 Totals for all transactions reporl:ed an Furm{a]l EL'MQ wnh
Box C checked

4 Short-term gain from F|:|m1 5252 ml:l Elhurt term gain or |:I|:rs£|:| from Forms 4684, 6781, and 8824 . . 4

5 Met short-term gain or |:I|:|E.E.]| from pEII"tI'IEI'EhIp&. 5 corporations, estates, and trusts from
Schedulefs) K-1 . . . . 5

& Shori-term capital loss carmyover. En‘bar lha amiount, |f any, fn:-m Ilna El D‘f your Bq:ltd LBBE l:nrryuver
Worksheet in the instructions . . 6 | }

T Met short-term capital gain or (loss). Gurnbna |IHBS 1a thn:nu-j1 E in nuILrnn |:I1}. If you hEl'.lE any Inng-
term capital gains or losses, go to Part Il below. Otherwise, go to Part Il on the back . . B 7

Long-Term Capital Gains and Lozses—Generally Assets Held More Than One Year (see instructions)

Part Il

{hj Gadn or {loss)
Subbract column (e}
fromi cobumn [d) amd
oombins the result

with column gl

Saee instructions for how to figure the amounts to enter on the
lines below. L) leh

PFroceeds Coss
This form may be easier to complete if you round off cents to (makes price) for other Lﬂm
whole dollars.

tal
Ad|ustmens
o gain o loss from
Foemis) BS49, Part W,
line 2, colurn ig)

Ba Totals for all long-term transactions reported on Form
10r88-B for which basis was reported to the IRS and for
which you have no adjustments (ses instructions).
However, if you choose to report all these transactions
on Form 8949, leave this line blank and go to line Bb

8b Totals for all transactions reported on Formis) 8248 with
Box D checked .

8 Totals for all transactions rapc\rl:ed on Furm{s} EL'EH-Q wnh
Box E checked

10 Totals for all transactions rapc\rl:ed on Fuml{s} B-'EH-EI wnh
Box F checked .

11 Gain from Form 4797, Part I; Iung-tarrn gain from Forms 2439 and 6252; and Iung—tﬂrrn gain or I:|I:HEI}
from Forms 4684, 6781, and BB24 . . . B 11

12 Met long-term gain or (loss) from pmmarahlpa, E v:.urpum‘tlma estates, a1|:| trusts frr:rn El::hedula[a} K— 12

13 Capital gain distributions. See the instructions . . . B B 13

14 Long-term capital loss camyover. Enter the amount, if any, fr-um. |II'IE 13 nf your nnpul LﬂES- l:nrryuver
Worksheet in the instructions . . B B 14 | }

15 Met long-term capital gain or (loss). Gc\mblne |II'IE‘E| EE thn:\u-j'l 1-11 in mILrnn [I1}. Than go to F'art III an
the back . . . - - 15

Fnrpwmtmucmnmnm mmmmﬁmmmm Gat, Mo 112384 Schedule D (Form 1040 or 1040-5R) 2018
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Schedule D Farm 1040 ar 1040-5F) 2019 Page 2

G0 summary

16 Combinelines 7Tand 15and entertheresalt . . . . . . . . . . . . . . . . . . [18

= [f line 16 is a gain, enter the amount from line 16 on Form 1040 or 1040-5R, line 6 or Form
1040-MR, line 14. Then go to line 17 balow.

= If line 16 i= a loss, skip lines 17 through 20 below. Then go to line 21. Also be sure to complete
line 22.

= |f line 16 is zero, skip lines 17 through 21 below and enter -0- on Form 1040 or 1040-ER, line
6; or Form 1040-NR, line 14. Then go to line 22.

17 Arme lines 15 and 16 both gains?
[ Yes. Ga to line 18.
1 Mo. Skip lines 18 through 21, and go to line 22.

18 I you are required to complete the 28% Rate Gain Worksheet [see |nstruct||:ns] anter lﬁa
amount, if any, from line 7 of that worksheat . . . 18

19 K you are required to complete the Unrecaptured Section 1250 Gain Worksheat (see
instructions), enter the amount, if any, from line 18 of that workshest . . . . - > |19

20 Are lines 18 and 19 both zero or blank?
! Yes. Complete the Qualified Dividends and Capital Gain Tax Worksheet in the instructions
for Forms 1040 and 1040-5R, line 12a (or in the instructions for Form 1040-NR, line 42). Don't
completa lines 21 and 22 below.

LIl No. Complete the Schedule D Tax Worksheet in the instructions. Don't complate lines 21
and 22 below.

21 Ifline 16 is a loss, enter here and on Form 1040 or 1040-5R, line & or Form 1040-NR, line 14,
the smaller of:

= The loss on line 16; or o o o 21 )
= ($3,000), or if mamied filing separately, {§1,500)

Mota: Whan figuring which amount is smaller, treat both amounts as positive numbers.

22 Do you have qualified dividends on Form 1040 or 1040-5R, line 3a; or Form 1040-MR, lina 1067

| Yes. Complete the Qualified Dividends and Capital Gain Tax Worksheet in the instructions
for Forms 1040 and 1040-5R, line 12a (or in the instructions for Form 1040-MR, line 42).

] No. Compiete the rest of Form 1040, 1040-SR, or 1040-NR.

Schedule D (Form 1040 or 1040-5R) 2019

SCHEDULE 1 OMB No. 1545-0074

[Form 1040 or 1040-SR) Additional Income and Adjustments to Income BT TT
Depantment of the Treasury = Attach to Form 1040 or 1040-SR. nghr@ 1 9
Intemal Revenue Service » Go to www.irs.gov/Form1040 for instructions and the latest information. Seg"uencﬁe"‘;b 01

Namais) shown on Form 1040 or 1040-SR Your social sacurity numbar

At any time during 2019, did you receive, sell, send, exchange, or otherwise acquire any financial interest in any
virtual currency? . . e Ce e . S . . [ lYes _|No
Additional Inmme

1 Taxable refunds, credits, or offsets of state and local income taxes . | 1|
2a Alimony received | 2a |
b Date of original divorce or separation agreement (see instructions) »
3 Business income or (loss). Attach Schedule C . | 3 |
4  Other gains or (losses). Attach Form 4797 4
5 Rental real estate, royalties, partnerships, S curpumlluns trushs elc Anach Schedule E | 5 |
6 Farm income or (loss). Attach Schedule F Coe . e | 6 |
7  Unemployment compensation . . 7
8  Other income. List type and amount »
8
9  Combine lines 1 through 8. Enter here and on Form 1040 or 1040-5R, line 7a o |
LAl Adjust ts to |
10  Educator expenses 10

11 Certain business expenses of reservists, performing artists, and fee-basis government officials. Attach

Form 2106 | 11 |
12 Health savings account deductlun At'bach Form 3889 L | 12 |
13 Moving expenses for members of the Armed Forces. Attach Furrn 3903 13
14  Deductible part of self-employment tax. Attach Schedule SE . | 14 |
15  Self-employed SEP, SIMPLE, and qualified plans . | 15 |
16  Self-employed health insurance deduction . 16
17 Penalty on early withdrawal of savings | 17 |
18a Alimony paid | 18a |
b Recipients SSN . . . . .
¢ Date of original divorce or separat\on agreement [see |nstruc1|ons] P
19 IRA deduction - | 19 |
20  Student loan interest deducm:m | 20 |
21 Tuition and fees. Attach Form 8917 2
22 Add lines 10 through 21. These are your Hd]usirnents tn income. Enber here am:l on Forrn 1040 ar
1040-SR, line 8a 22
For Paperwork Reduction Act Notice, see your tax retumn instructions. Cat. Mo. T1478F Schedule 1 (Form 1040 or 1040-5R) 2019
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Extra Tax Form Knowledge

1040 Line 2b: Taxable Interest
e This does not include tax-exempt interest income on line 2a
e Calculate estimated amount in bank or savings accounts
o Take line 2b taxable interest income and divide by 1 or %2 %
o This should be a reasonable guesstimate amount of those accounts if they are in cash
o Usually broken down in detail on Schedule B
o Compare this amount to your numbers

1040 Line 2a: Tax-Exempt Interest
e Tax-exempt (Municipal Bonds) interest on line 2a is NOT included in taxable interest on line 2b
e Amount shown on line 2a is usually not broken down in detail on subsequent schedules
e Take amount shown on line 2a and divide by lor 2% to get a reasonable guesstimate amount invested in
municipal bonds
o Compare this amount to your numbers

1040 Lines 3a & 3b: Dividend Income
e Line 3b includes the total of non-qualified dividends & qualified dividends (primarily dividends from
stocks), which is the amount shown on line 3a.
e Line 3a “qualified” dividends are subject to lower income tax rates.
o Qualified dividends are income tax-free if marginal tax bracket is 12% or less
e Qualified dividends are taxed at a 0%, 15% or 20% tax rate depending upon a taxpayer’s income (See
chart on earlier page for details).
e Ordinary dividends (Line 3b) vs. Qualified dividends (Line 3a)
o Difference is usually due to money market “non-qualified dividends”
o Divide non-qualified dividends by 1 or %% - this is the reasonable guesstimate amount that client
should have in money market accounts -- Compare this amount to your numbers
e Non-qualified dividends — taxed at ordinary income rate
o Money market-- REITs -- Preferred stocks
e Calculate how much they would need to invest in stocks to generate this much dividend income:
o Take qualified dividend income on line 3a and divide this by 1.7% (~Dividend yield on S&P 500)
o Compare this amount to the value of their stock portfolio — make sure the client hasn’t “forgotten” to
tell you about their other brokerage accounts.

Schedule B ( Look at Lines 4 & 6): Taxable Interest & Dividend Income
e Look for multiple # of institutions
o Compare to your notes
o Get copies of competitor’s statements to look at:
= Assets
= Cost basis and unrealized gains and losses
= How accounts are titled
o Strategies if more than one financial institution is listed on Schedule B:
=  “Are you interested in reducing unnecessary paperwork?”
* “Imagine getting one 1099 rather than ____ -wouldn’t that be easier? - You must
love paperwork!”

This document cannot be shared or reproduced without written permission. It is not to be used as TAX Advice.
For illustrative use only by 2020 Exclusive Coaching Group participants only. © APFA, Inc. 2020
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1040 Line 4a, 4b, 4c & 4d: IRAS, pensions and annuities distributions and taxable amounts

IRA Distributions & Taxable Amount- Lines 4a and 4b
e Tax return does not usually list all 1099-Rs separately
e 4(a) IRA distributions vs. 4(b) taxable amount — If 4(b) is O, then the IRA distribution was rolled over
into another IRA
Does line 4a match with your IRA distributions?
Discuss possibility of considering if appropriate Roth IRA conversion
Tax return does not show RMD calculation
Compute RMD vs. Actual distributions
If IRA distributions are greater than RMD, reduce distribution down to RMD.
Take this number and multiply by client’s MTB = Income tax savings.
Example: RMD = $20,000, Distribution = $28,000
o Assume Federal MTB = 32%
o Difference = $8,000 x MTB (32%)
o Tax Savings = $2,560
Discuss Advantages of the Self-Directed IRA:
e “Many people have told me — ‘I have multiple IRAs because I want to diversify my investments.
e “How would you like to keep the same investments, in fact as many as you like — on just one statement —
you will still have the diversification that you want, but have all of your IRA investments on one IRA
statement? Think about it — one statement, one RMD calculation, one 1099-R — doesn’t that make sense
to you?”

299

Pensions & Annuities & Taxable Amount-Line 4c and 4d
e This line does not differentiate between pensions & annuities
e If 4d is zero, the distribution could be a direct rollover from a retirement plan or if Annuity driven it
would typically indicate a tax-free 1035 exchange from one non-qualified annuity into another non-
qualified annuity
e Does the taxable income match the projected pension/annuity income in your financial plan?

1040 Line 5a & b: Social Security Benefits & Taxable Amount
e Social Security benefits - line 5a vs. taxation of Social Security benefits — line 5b

e Maximum amount subject to taxation is 85% of the benefits and not a tax rate of 85%!
e CANBE ACOMPLICATED CALCULATION --- USE A TAX ADVISOR

1040 Line 6: Capital Gains & Losses
e If positive number, special tax rates may apply
o If this amount is a long-term capital gain, it is income tax-free if MTB (marginal tax bracket) is 12%
or less
o 0%/15% /20
e |f they have a $3,000 capital loss, there is typically a capital loss carryforward
¢ You don’t know the amount of the capital loss carryforward unless you look at Schedule D

This document cannot be shared or reproduced without written permission. It is not to be used as TAX Advice.
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Schedule D: Capital Gains and Losses
e Compare sales price of securities sold vs. cost basis
o Does this look reasonable? (red flag — gain more than 3 times basis)
o Recheck computation of cost basis — especially if inherited
o Step-up in basis issues

Schedule D Line 7: Net Short-Term Capital Gain & Loss and

Schedule D Line 15: Net Long-Term Capital Gain & Loss
e If net capital losses exceed net capital gains, then maximum deductible net capital loss that can be used to
reduce other non-capital gains income (Example - IRA distribution) is $3,000
o Unused capital losses carryover indefinitely into future years
o Remember - there is no limit on amount of capital losses that can offset capital gains

Schedule D: Capital Gain Distributions
e Strategies to reduce taxes on capital gain distributions
o Choose better tax-efficient mutual funds
o Review Unrealized Capital Gains & Losses on brokerage accounts
o Sell assets with unrealized capital losses to offset capital gain distributions

Schedule D: Capital Loss Carryover

o Capital loss carryover has to be manually inserted every year

o Please note that this capital loss carryforward number from last year does not appear on the current
tax return forms and is often overlooked to be carried forward into future years, especially if the client
has a new tax preparer! In many cases, this # is forgotten and this “loss” is “lost” forever.

o “Why did this happen?”

o “Would you like to avoid this in the future?”

“Loss” Harvesting vs. “Gains” Harvesting

e Loss Harvesting — sell investments with unrealized capital losses now rather than wait until the end of the
year. Buy investment back after 31 days to avoid “wash sale” rule. Remember — there is no time limit
for the capital loss to be carried forward.

e Gains Harvesting — If client is only in 12% tax bracket — sell assets with unrealized capital gains income-
tax free up to the top of their 12% tax bracket and buy back on the same day. This increases your cost
basis and reduces capital gains in the future. You do not need to wait to buy back the investment — the 31
day “wash sale” rule does not apply to gains, only losses.

e You do not have to wait until the end of the year!

1040 Line 9: Itemized Deductions vs. Standard Deduction
e Compare total itemized deductions vs. Standard Deduction
o If itemized deductions are greater, then itemize
o If standard deduction is greater, take standard deduction
e Remember — Under new tax laws less taxpayers will itemize

Schedule A Lines 1, 3 & 4: Itemized Deductions — Medical Expenses
e Bunch in one year to exceed deductible limitation if close
e If clients qualify to deduct these medical expenses, did they include everything?
e Discussion of health considerations and possible LTC candidate
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Schedule A Line 10: Itemized Deductions — Home Mortgage Interest

e Home mortgage interest — what is net after-tax interest rate - Interest rate paid less MTB
o Example — Assume 5% mortgage interest rate and MTB 32%.

o 5.0% X 32% =1.6%
5.0% - 1.6% = 3.4% Net Cost of mortgage

e Refinance?

e Consider paying off non-deductible interest loans.

Schedule A Lines 11 & 14: Itemized Deductions — Gifts to Charity
e Look for non-cash contributions
e You can gift up to $500 without filing Form 8283
e Consider gifting appreciated stock

Schedule A Lines 17: Total Itemized Deductions
e s it close to standard deduction?

e Are they charitable? Have you considered funding a Donor Advised Fund (DAF)?

1040 Line 11b: Taxable Income/ Calculation of After-Tax ROI
Look at taxable income and check client’s filing status (MFJ, Single)
Refer to income tax rate schedule to determine Marginal Tax Bracket (MTB)
Take this MTB percentage and add this to their approximate MTB in their state to get their total MTB
“It’s not what you earn—it’s what you keep!”
Subtract MTB (Marginal Tax Bracket) from 100%
Multiply taxable ROI by this % to calculate the after-tax ROI
Example:
o Assume a client has taxable income of $100,000 and filing status MFJ—federal MTB 22%,
o 100% less 22% = 78%
o Assume interest rate at the bank is 1% X 78% = 0.78% after tax ROI
e Compare to after-tax return of other investments
e Recommend tax-advantaged investments
o Muni Bonds
o Qualified dividend stocks
o Growth-oriented investments
o Deferred annuities

1040 : Taxes from Other Forms or Other Taxes
e Could include Additional Medicare Tax (For higher income wage earners only)

1040 Line 16: Total Tax
e Look at Total Taxes —would you be happy?
e Compare to last year — Any major changes?
e Show the actual tax savings they achieve through your specific tax reduction strategies
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1040 Line 18: Includes Estimated Taxes Paid
e  “Do you enjoy writing checks to the government?”
o Withheld taxes are invisible
e Avoid penalties — pay tax through withholding on wages or pension or IRA distributions
e Consider asking a tax professional to prepare tax projection based on tax strategies
e Estimated taxes are usually based on prior year tax liability and calculated automatically by tax software
program — this year could be different!

1040 Line 20: Amount Overpaid
e “Inever pay any taxes — I always get a refund!”
e Was there a significant refund?
o Interest-free loan to government
o Better tax planning needed

1040 Line 23: Amount You Owe

Was there a significant amount due?

Could be subject to additional penalties

Recheck to see if estimated tax payments were made

Confirm adequate liquidity is available to pay this tax in the near future.

1040 Line 24: Estimated Tax penalty
e Avoid where possible
e Think about suggesting they get a projection done

Five Star Tip

You do not need to know all of this information!
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As a “tax reduction specialist”, these are some of the more important
items you should review with prospects and clients on their tax returns.

10 Key Items to Review on a Tax Return

Income sources (flexible/non-flexible)

Capital Gains and Loss (harvesting)

Dividend sources

Any activity or Taxable Distribution on Line 4

Confirm retirement withdrawals and RMD calculations
(if applicable) QCD?

Business Income (Retirement Plan?)

IRA Rollover opportunities

Charitable contributions (including non-cash) DAF?

O© &0 X & U1 B W N =

Opportunity to bunch medical expenses

=Y
(=)

Confirm Tax Bracket, Refund or Tax bill
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Income Tax Rates for 2020

$ 518,400+ A $ 622,050+

[ Single ] [ Married ]

35%
5 207,350 $ 414,700
32%
£ 163,300 5 326,600
24%
585,325 $ 171,050
22%
$ 40,125 $ 80.250

12%

<5 9.875 <$19.750
10%

Long-term capital gains tax rates 2020

TAX SINGLE HEAD OF MARRIED
RATE FILER HOUSEHOLD FILING JOINTLY
0% $40,000 or less $53,600 or less $80,000 or less
15% $40,001-$441,450 $53,601-$469,050 $80,001-$496,600
20% $441,451 or more $469,051 or more $496,601 or more

Source: Tax Foundation. Note

Srpisiconsiiita e See NIIT info below

The Net Investment Income Tax (NIIT) applies a flat rate of 3.8% to your investment income if your
adjusted gross income (AGI) is above the following amounts for your filing status:

« Married filing jointly and qualifying widow(er): $250,000 or more
 Married filing separately: $125,000 or more
« Single and head of household: $200,000 or more

Reminder: Based on Age, income or tax filing status some tax filers are still eligible for a deductible IRA.
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Asset Allocation Guide

Tax-Free

. Roth IRAs

. Life Insurance

. Tax-Exempt Interest Income

Tax-Deferred
. IRAs, 401(k)s, 403(b)s

Non-qualified Deferred
Annuities

Taxable

. Interest Income

. Capital Gains

. Qualified Dividends
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1040 Tax Form Review to ADD VALUE

Review your client’s tax return to with the understanding that you will be
putting your findings into four major categories:

1. Information o CONTIrm.

2. Things to Question.

3. Investment Related items.

4. Tax Advisor Questions and Issues.

Opening Statement:

“Our review of your tax return is not a tax audit or an exercise in tax
preparation. The focus of this review will be from the investment
perspective. Our first goal is to cite observations and ask questions.
Our ultimate goal is to identify some opportunities that can potentially
be helpful tax-wise.

This is the same way when you go to the doctor for a check-up. During
that checkup it isn’t always necessary for the doctor to find anything
wrong. The purpose is also to confirm that you’re healthy. We’re
doing the same thing here, Is that Ok with you?”

AFTER THEY ACKNOWLEDGE

“Obviously if there is a way to reduce your taxes, then you’re
interested in hear about that?”

*Reminder: your goal is to establish expertise and not
just identify areas that can immediately reduce taxes or save them money.

Confirming they did not overpay taxes is a value add!!!
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Next, start by verifying simple demographics about the person and the return.

FOR OLDER CLIENTS/PROSPECTS : “Your age is 7

“Your filing status is 7

$1040 575 ndividual mcome Tax Retimn | 2019 | e csssee

RS Use Oy~ Do not weite or staple in this space.

Filing Status™ || Single  [] Mamied Sing jointly || Marnied fling separatety WFS) [ ] Head of household (HOH) [ ] Qualtying widow(er) (W)

Then Review their Income and their 1040

“You seem to have several sources of income. Some income is

Non-Flexible; like a paycheck or a pension. You would not want to tell
your job not to pay you, but some income is more Flexible, like interest

and dividends. This type of income could possibly be adjusted.
During this review we are going to look for both types.”

“Let’s quickly review your sources of income”

I —

1. Review line 1 (Retired/Working) 1 Voo st o A FomW2 . .
. . U Tocoemplinees!. . . ] b Toradl nerst Atch Sch. B frecund | &
2. Rev!ewl!nes 2a/2b (Schedule B) —tpr e A
3. Review lines 3a/3b (Schedule B) Dl | W g, . . | “ blodowmeat . . . o
. . . . * e« Mid
4. Review lines 4a/4b/4c/ad (If filled in) m;-m ; ’;‘““f:: - : ::xm ------ :
S. Rev!ew I!nes 5a/5b (If filled in) | 4 oo o S0t g b v [
6. Review line 6 (Schedule D) W | T Oderowhndedtid L
. . ' b Addines 1,20, 30, 46,50, 6 mdTe T lsyourtotocome ., . . . . L L. LR
7. Review line 9 (Schedule A) | .
. . . . §1835 foanes <lity N1 e N el VAN 2 e
8. Mention line 10 (If filled in) pucns b S bon D D byorhbdgonioon an
. . o
9. Review line 11b el e !
pariri/ i 10 Quakfied busiess ncoma daduction Atach Form 8995 or Fom B . . . | 10
T ROMMANIN s o e e e W e e G e 1
b Taxable income, ubiractIne 1 fom ine &0, oo o, e - . . . . . . fb
ForDiclosure,Privacy Act, and Papanwork Reducton Act Notio, 500 saparate strctions. (o Mo 12200 fom 1040 0y
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SCHEDULEB.

{Farm 1040 or 1640-5A)

i e s

Interest and Onilnary Dividends

»Go

» Attach to Form 1040 or 1040-SA.

Blama) sncen on retum

Part| 1
Interest

List name of payes. If any intersst s from & seller-financed mongage and the
buyer used the propety as a persanal residence, se the instructions and list this
nterest first. Also, show that buyer's social securty numbsr and address b

and the
insiruciions for
Ferms 1040 and
1040-5, ine 28)

2
Kl

4

Addd the amounts on ine 1 2
Excludable interest on seres EE and | ULS. savings bonds issued afer 1362
Attach Form B815 3
Subiract line 3 from line 2. Enter the result here and on Form 1040 or man-sn
line 20 4

Note: I line 4 is aver §1,500, you must complets Part Il_ Amount

Part Il 5

Ordinary
Dividends

[Epeme=—

ant the

he ordinary
divicends shawn g
that form.

Add the amounts on line 5. Enter the tolal here and on Form 1040 or mmsn
lnesb . . . . ... ... ..... 6

Note: s 61 aver 7,500, you Part il

Partlll e s campies s o o () 1 ver§1.50 of e art o cniry e 01 <
relgn account; or (¢} received a distribution from, or were a grantor of, or a transferor to, a foraign truat. | Ye8| No
Foreign 7a At Az sy time g 2019, did ou have 8 financial imarest n or signaruce sutnary ove 8 financial
Accounts Nt (such as & bank account, securities or brokerage account) located in & foregn
and Trusts cmnwl Seelnstructions . . . . . . . . . . o _ . _ .. .
Conshon: If “Yes" are you required to file FInCEN Form 114, Repont of Forsign Bank and Financisl
Accounts (FBAR), 1o raport that financial interest or signature authority? See FInCEN Form 114

requined, failure
1o file FACEN

Ferm 114 may
resultin

b H you are required to fie FinCEN Form 114, enter the name of the forsign country whera the

and its Instructions for filng requirements and exceptions to those requiements . _

financial account is located B
During 2019, did you receive a disiribubon from, or ware you the grantor of, or transferor 1o, &
forsign trust? f “Yee." you may have o fls Form 3520, See nstructions . . . . . . . . .

Nofice, see y Gan. No. 17 e ‘Schedule B (Form 1040 or 1040-5R) 2018

SCHEDULED
[Form 1080 or 1040-58)

Capital Gains and Losses

> Attach to Form 1040, 1040-S, or 1040-NR.
information,
youe 16,2,3,85, 9, and 10

Page |27

O Mo, 15450078

2019

e 12

Harmeig shown on retum.

Vour sacial securtty mmber

D4 you cisposs of any Investent(s) 1 @ qUaed opporiuny fund ourng the tax year” [ Yes LI No

I “Yes " attach Form 8949 and ses its additionel eporting your gain or loss.
Short-Te and Lt lly Assets Held One Year or Less (see instructions)

See instructions for how to figure the amounts to enter on the w ) Gain or
lines below. o o Adjusimects | Subiract cakimn e}
This form may be easier to complste if you round off cents to | s pree) vt b | Pocrts B85 Pt | ‘o e
whole dollars. Ine 2, comig | with column (@

1a Totals for all short-term transactions reparted on Form
1098- for which basis was reported ta the IRS and for
which you have no adjustments fsee  instructions)
However, if you choose to report il these transactions
on Form 8349, leave this line blank and go to line 16

1b Totals for al with
Box A checked .

2 Totals for all with
BoxBohecked . . . . . . . . . . ..

3 with
Box € checked -

a d or (loss) from Forms 4684, 6761, and B224 4

5 Net short-tsrm gain or (loss) from parnerships, S corporations, estates, and trusts from
Schedules) K-1

8 Short-tamn capital loss caryover. Enter the amout, i any, fom lin B of your Capital Loss Canryover

Worksheet in the instructions

Nat short-term capital gain or (1oss). Combine ines 12 through & in column (7). fyou have =any ong-

term capital gains or losses, go to Part Il below. Otherwise, ga to Part il on the bac!

~

Long-Term Capi and L

lly Assets Held More Than One Year (see instructions)

See instructions for how to figure the amounts to enter on the Gl b or floss).
lines below. pm:“ nﬁ Adjuztmerns. Suttract cabumn g}
This form may be easier o complete i youround O cenfs 10 | pmcrpmcs | orome sass | Forn ts i, | comea e
whole Gotars e iy | i e

8a Totals for all long-term transactions reported on Form
1090-8 for which basis was reported to the IRS and for
which you have no sdjustments (sss instnuctions).
iowever, if you Choose to report all thess transactions

on Form 8349, leave this line blank and go to line Bb

8b Totals for al i with
Box D checked .

9 Totals for all with
Box E checked .
10 Tolals for al with
BoxFohecked. . . . . . . . . . . ..

11 Gain from Form 4797_ Part I lang-term gain from Forms 2439 and 6252; and lang-term gain or (loss)
from Forms 4684, 6781, and 8824

12 Netlang-term gain or(oss) fram parinersiips, § corporations, astates, and rusts from Schecuie(e) K-1

13 Capital gain distributions. See the instructions

14 Long-temn capial loss camyover. Enter the amount, f any, fram ine 13 of your Capital Loss Cllryuv-r
Worksheet in the instructions

thrﬂug« 14 calumn lhl Then go to Part Il on

13

14 ¥

15

Car o, 11aden

‘Schedule D (Form 10490 ar 1040-8R) 2019

Review Schedule B: Interest and Ordinary Dividends (Pages 6 & 7)

Review Schedule D: Capital Gains and Losses (Page 7)

Then, Check and Review If they

Itemized or Used Standard Deductions

“You opted for a Standard Deduction of

»

Or

“Let’s Quickly Review your Itemized deductions.”

1. Review line 9

(Standard or Schedule A)

Review only!
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Review Itemized Deductions T

fFarm 1040 or 1040-R)|
s o)
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“Now let’s review your other deductions and T e

taxes.”

Now review Schedule A.

1. Medical & Dental Expenses Line 4
2. Other Taxes Lines5 &6 I
total on Line 7 (Capped at $10,000) i - ¢ [

3. Interest Paid Lines8 &9

4. Charitable Gifts Lines 11-13
(total on Line 14) T e

10_Add lines — |10,
Giftsto 11 Gifts by cash or check Il you made any gift of $250 or move, see
Charity instruction: 1
Caon: Ty 12 Ofther than by cash ar check. I you made any it of $250 or more,
(t H o amiatiien, 2@ instructions. You must attach Form 8283 if aver $500. 12]
otal on Line SRy Corwmprocrn e S
14_Add lines 11 through 13 14
Gasualty and 15 Camaly and st cfes) o @ fecrly deciars duesor (s . et it
disastex losses). Attach Form 4684 and enter the amount from line 18 of that form. See
instructions
Other 76 Other—from It in Insiructions. st typsangamount

5 Star Tip: $250-500 of Line 12
without any additional forms.

5. Other Itemized Deductions
6. Total Itemized Deductions

N > Attach to Form 1040 or 1040-SR.
ooy | Coution: f you sre clsiming  net quali ioss o Foem 4684,
mmmmmm

Medical Caution: Do not Includs expenses rembarsed or pakd by thers.
and 1 Medical and dental (see Instructions) 1

from ling 1. I e 3 is more than Ine 1, enter 0-. . . . _ 4

TaxesYou 5 Stateand local tases.

Paid & State and local income taxes or general sales taxe: nmmay include
oter o i o geeeel kst on e 5a bt ol ot
you slect fo Include general sales taxes inslead of income taxes,
Gk th box. > jsa

b State 2nd local resl estate taxes (see instructions) . 5b)
& State and local personal proparty taxes 5]
A lines S8 thiough Sc. . 5a]
& Enar the smaller of Ine 54 or $10.000 [isuuu i mared mmg
saparztely) . 5e!
6 Otver taxsn. List type anct amourt & |
[

7 Addlines Seand 6 . P
Interest 8 Home mongags interest and points. llyouanr\(u!.elllofywnme
You Paid mongage loane) o buy. buld, or mprove your. homs

Vo instructions and check th ™l

|nle(e!lancpa nts reported 10 you on Form 1038,
flimited 8a

s Hom: e interest not reported 1 you on Form 1098 See
ins e, e 10 the paveon rrm whorm you bought he
home, etructions and show that paron's name, identifying no.,
and address

& Poinis not reparted o you an Form 1086, See instructions for special

e Add lines Ba through
9 Investment et Auscr\ Form 4952 ff required. See nstructions .

Deductions 18 If you siect to temize deductions even though they ae less than your standard deduction,
checkthisbos . . . . . . . . . . ... ... . . . .®kL]

Act Motic T080-A. Gat e 171350 Sciadule A fFoem 1040 or 1040-57 D18

Line 16
Line 17

“Let’s Review Schedule 1” (ifilled out)

For Business owners, check for:

1) SEP, Simple or Qualified Retirement plans

2) HSA’s

3) Self-employed health insurance (could be

Medicare)

Also check for
e Educator expenses $250 (teachers)
e |RA deduction

SCHEDULE 1

OMB No. 1545-0074

{Form 1040 or 1040-SR) Additional Income and Adjustments to Income W
Department of the Treasury » Attach to Form 1040 or 1040-SR. Attachm,

intemal Revenue Service > Go to irs.gov/Form1040 for nd the latest e o, 01
Name(s) shown on Form 1040 or 1040-SR Your social security number

At any time during 2019, did you receive, sell, send, exchange, or otherwise acquire any financial interest in any
virtual currency? LlYes [ INo
Iﬁll Additional Income

1 Taxable refunds, credits, or offsets of state and local income taxes

2a Alimony received .

b Date of original divorce or i (see >

3 Business income or (I0ss). Attach Schedule C

4 Other gains or (losses). Attach Form 4797

§  Rental real estate, royalties, partnerships, S corparations, trusts, etc. Attach Schedule E. .

8  Farmincome or (loss). Attach Schedule F

7 Unemployment compensation

8 Other income. List type and amount &

9 Gombine lines 1 through 8. Enter here and on Form 1040 or 1040-SR, line7a . . . . . . . .
0 Adiustments to Income

10 Educator expenses
11 Certain business expenses of reservists, performing artists, and fee-basis govenment officials. Attach
FOMZI06 . . . & o o v o e b e e e e

|: > m|u -Al@lb-alm ;’l_

12 Health savings account deduction. Attach Form 8889 . . . . . . . . . . . . . . . . [12 |
13 Moving expenses for members of the Armed Forces, Attach Form 3903 . . . . . . . . . .
14 Deductible part of self-employment tax. Attach Schedule SE . . . . . . . . . . . . . . |14 |
15 Self-employed SEP, SIMPLE, and qualified plans . . . . . . . . . . . . . . . . .. [ 15 |
16 Self-employed health insurance deduction . . . . . . . . . . . . . . ... L. 16
17 Penalty on early withdrawal of savings . . . . . . . . . . . . . . ... . ... 17 |
18a Alimonypaid. . . . . . L L L e 18a
b Recipient's SSN . >
© Date of original divorce or i (see >
19 IRAdeduction . . . . . . L oL oL L. LT | 19 |
20  Studentloan intersstdeduction . . . . . . . . . . oL oL L. ... ... |20
21 Tuition and fees. Attach Form 8917 . . . . . . . . . . . . . . ... .. [21 |
22 Add lines 10 through 21. These are your adjustments to income. Enter here and on Form 1040 or
1040-SR, line 8a
For Paperwork Reduction Act Notice, see your tax return instructions. Cat. No. 71479F Schedule 1 (Form 1040 or 1040-SR) 2019
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Five Star Tip
This i1s NOT a tax prep or tax class.

Bonus for high earners

Check to see if they’re affected by the Additional Medicare Surtax
Would have Form 8959

ALWAYS INCLUDE THIS INFORMATION!

“Your Taxable income is .7 (Line 11b, FORM 1040)

Your total Federal tax bill 2019 is (Line 16). This means your taxes
were % of your income. This is referred to as your Overall
Federal Income tax rate (You get this by dividing Line 16/Line 11).

Your Marginal Federal tax bracket is . (You find this by
looking at a tax chart).

That means you paid % of your income to taxes, but on your next
taxable dollar the federal government wants %.

It is important to know this because every dollar that is less taxable
could save you this amount!”
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e Check to see if they over-withheld or owe tax money.

£

16 Addines 14and 15 Thisis yourtotal tax . . . s R oo 16

Federal income tax withheld from Forms W-2 and 1099 . = 17
Other payments and refundable credits:
Earned income credit (€IC) | 18a |
Additional child tax credit. Attach Schedule 8812 . 18b
American opportunity credit from Fom 8863, ne8 . . . . . . . . i
Schedule 3, ine 14 . A 5 5 s ‘e . 18d
Add lnes 18a through 18d. These are your total other payments and refundable credits > | 18
Add lines 17 and 18e. These are your total payments » 19
If ine 19 is more than kne 16, subtract ine 16 from line 19. This is the amount you overpaid . _L
a  Amount of line 20 you want refunded to you. If Form 8888 is attached, check here . ; _— D_J 21a
Routingrumber | | | 5 0 PcType: []Checking  [[] Savings
Account number | | |
22 Amount of fine 20 you want applied to your 2020 estimated tax » |22
Amount 23 Amount you owe. Subtract ine 10 from line 16. For details on how 1o pay, see instructions - > 23
YouOwe 24  Estimated tax penalty (see instructions) . .. ; . » Iz‘l

Five Star Tip
Create then Review your full (or what is
needed) list of findings.

Five Star Tip
This Is that most advisors

do not and cannot offer!

Main ldea: Identify Areas to
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Tax Questions and Phrases to Use with Clients and Prospects

1. “Do you think it would be a good idea to know what the tax consequence of a transaction would be
before the transaction takes place?”

Response: “Of course.”
“How often does your financial advisor look at your tax return?”
Response: “I don’t think she/he has ever even asked to look at my tax return.”

“Well, if she/he didn’t look at your tax return, how would she/he know what the tax consequence
would be due to their recommendations?”

“Do you know how much taxes you paid last year?”

“It’s not what you make — it’s what you keep!”

“I don’t want you to pay any more taxes than you legally have to!”
“Are you worried about your taxes going up in the near future?”

“Let’s reduce any unnecessary taxes — is that ok with you?”

N oo g M w DN

“I see a number of things that should help reduce your taxes. However, I would like to do some
additional research; I will go over the details with you at our next meeting.”

o

“Always know your options, because one of your options is to do nothing!”
9. “I’d like to be proactive, not reactive, to reducing your taxes!”
10. “Let’s see what we can do today to reduce your taxes for tomorrow.”

11. “Tax preparation is the easy part because you are dealing with historical data; tax planning is
much more difficult because it is based on projections in the future.”

12.  “I am not going to prepare your taxes; I just want to reduce your taxes!”
13.  “Didn’t your advisor bring that up?”

14. “When was the last time someone looked at your tax return and said, ‘Here are the things you can
do to reduce your taxes!?”

15.  “IfI see something very important that you should be aware of, is it okay if I bring it up to you?”
16. “It’s easier to avoid a problem than it is to solve one!”

17. “The only thing that’s constant is change — especially the tax laws!”

18. “Are you familiar with all the new tax law changes that have recently passed?”

19. “Are you ever confused about the tax laws?”

20. “Do you know what the difference is between an Inherited IRA and an IRA that is inherited?

21. “I don’t want you to have a problem with the IRS!”
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