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Creating a Professional Practice




Agends

What we will cover taolay. »

Motivation ][o’z uno{e’zstano{ing impact 0][ taxes
/gepO’zting requirements ][O’Z t/ze 50[6 /O?zap’zietmz
Tax Aeneﬁts W/Lic/z may be [eve’zaged by t/ze entiepieneut

W/aat ’zeco’zc[s an entrepreneur must maintan a//w[ present

to a tax p’zofessiona[
What we will TOT cover toc{ay. »

anw to camp[ete your own tax retuin




Why Sheuld I @are?

M’zban myt/c: “%/]y accountant /zarw[[es my taxes.
Uihan twth: The IRS holds the individual [ega[[y

”

’zespOnsiMe, not Ais/ her accountant, J[o’z Lax burden

/Qec[ucing tax expenses to the [egal MMM (S

paramount to bui[c[ing wealth

& ve’zyt%cing s cAeape’z g[ you can get a deduction.
C/za c/za c/La/ " .S)anc[y /30%01, 556/.




EjfeC# @f35% [ax on $1 Ol@u@(/ﬁny annua(/(/y

. /3@ ore tax post—SS% tax

$1,048,576

T axes signg[icant[y T [Ong-te’zm
wedlth acerual t/L’zoug/L campounc{ing




T}le @@ﬁ@%z Lﬁne

5nt’zep’zeneu’zs aie taxec{ on net business income, not

g’ZOSS wevenue

/Qe’zsonaz expenses, Wken wnve’ztea/ into /egitimate

lSiness expenses, vedisce net business income
/Qec[ucec[ eSS inconme [owe’z tax /iabi[ity

I@SS tax €XIU€I/LS€][0’Z Same g’ZOSS ALLSL.IQQSS evenues =

/Lig/ze’z standard 0][ [iving




Tax ]Z?WOQC# lo 5@0@ @T"@]ﬂ"ﬁe#@%

E mp!ogee Sole P topuetor

T axed on net eatnings ( tncome - expenses )

of business

gmploye’z pre-pays 7.65% ]4)’5 ffﬂ@/é[ tax, pays 7&6/4 tax as .S)eé[—employment tax
emp/oyee has 7.65% withheld on pay stub [ 15.3% 0][ 92.35% 0][ net earnings )

Sz.i[es J[ofzm 1040 .%[65 ][o’zm 1040 + .S)chec[u[e C

FIC A and income taxes withheld FICA and income taxes must be
automatica[[y evety pay pe’zioc[ estimated fo’z the year and paic[ qua’zte’z[i

.7axec[ on sa[a&y

= 1 040 Department of the Treasury—Internal Revenue Service
2 U.S. Individual Income Tax Return

SCHEDULE C Profit or Loss From Business
(Form 1040) (Sole Proprietorship)

Partnerships, joint ventures, etc., must file Form 1065 or 1065-B.
Department of the Treasury

Intemal Revenue Service (99) Attach to Form 1040, 1040NR, or 1041. See Instructions for Schedule C (Form 1040).
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iﬂ@/él ( “_Sz.ec[e’za Jonsu’zance Cont’uéutcons /4016 ” taxes

ARFIN FEAON SAORMAL E)os

EVER SINCE MEDICARE =
STARTED SUPPLYING ME |
WITH VIAGRA YOUVE
RNIER MANS v { \
; UNCLE SAM.
.S)ocia[ .S)ecu’zity =12.4% WHO \%\ HE ? ] i

WMaximum tax - $12,090

Wec[ica’ze - 2.9%

C‘fmp[oye’z anc/ emp[oyee eac/z pay /La ][ [ 7. 65%

SE-tax app[iec{ to 92.35% 0][ et st Gnese




Qge W—}E%ﬁo ﬂ@men# Tax ( %)

SE tax app/iec[ to 92.35% 0][ net eatnings ts. ..

15.3% g[ net earnings < $97,500

Otke’zwise, $12,090 + 2.9% ( max Social .S)ecu’zity tax)

/4%&515@6[ g’zoss Income ( /élgjo)

/4[[ lncome souices ( wages, tntetest, capita[ gans, etc. )
acé'ustec[ downward Ay specijic c[ec[uctions, not inc[uc[ing
standard ot itemized deductions

ﬂgﬂ is reduced A_g 50% 0][ S¢E - tax [ lowers income tax)




Estimated Tax Payments

Paid qua’zte’z[y [/4/9’2[[ 15, }une 15, .S)eptemée’z 15, yanua’zy
15 ) in fiew 0][ pay&o[[ Wit/c/colc[ing Ay emp[oye’z

Wag submit last payment g[ ][i[ing/ paying AL/ il 0][ }anua’zg
5&1@/& installment to be 25% 0][ ia/ estimated tax due at yea’z—enc[
Jo Aol pena[ty, il e ot payments must total

90% 0][ tax AL[[ ][o’z curzent year, OR
100% 0][ tax AL[[ ][o’z previous yeax ( 110% g[ ﬂgﬂ > $150, 000)




Egﬁihza#ecl T&X (P)aybzen#(g ( %)

/Qagments are caleulated ﬁom yea’z-enc{ estumates OJ[ the fo[[owing. »

Jncome ﬁom all sounces ( emp/ogment, éusiness, (nvestments, ete. )

- Business expenses ( neliie Aig—ticket ttems p[annec[ )

- /geti’zement/ tax-sheltered investments ( TP ][0 v 1050~ 557)
_ IOQ’ZSOIQOL[ [SCAQCZLL[Q /4) 6[86[&(3&0//15 Schedule X—Use if your 2007 filing status is Single

If line 5 is: The tax is: of the
. . . But not amount

7axab[e tnecome: /00& up tn scmp[e tab[e —> Over— ver— ver—
$0 $7,825 $0
7,825 31,850 $782.50 + 15% 7,825
Estimated tax bil | uE oam ammiE oW

’ ’ y . + % ’
Stlmate taX ’ ]lz)’l y ear 160,850 39,148.75 + 33% 160,850
349,700 101,469.25 + 35% 349,700
. . . Schedule Y-1—Use if your 2007 filing status is
- égumatec{ WLt/l/lO[C[LI/lg'][O’Z gea’z Married filing jointly or Qualifying widow(er)

If line 5 is: The tax is: of the
But not amount

Over— over— over—
Estimated business tax to be paca/ over 4 quarters 15600 e300 SiBE0OS16% 15,080

63,700 128,500 8,772.50 + 25% 63,700

128,500 195,850 24,972.50 + 28% 128,500
195,850 349,700 43,830.50 + 33% 195,850
94,601.00 + 35% 349,700







@enef #GS“ 17@ ﬂle @g@ﬂ Q%pﬂe#m" _

Lower net Ausmess income - Lower taxes! 'l |
| 75

TICA taxes: “oﬁ[ the top : || |
Lowex A[cﬁustec{ g’wss Jncome ( /4@&)

Less income suéject to ][ec/e’za/ & state income tax

patentia[[y lower tax bracket [ % taxed )

TV aa/vantage: qua’zte’z[y Us. AiweeUy Tooa tax

A[c!/ust estimated payments based on ][o’zecasting ™ Income tax
W Sthedule A

- ) ake—/zome

100
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GG@WOZﬁnaT‘y anOZ N eCe&gaT’y” Exyaengeg

/4c[ve’ztising Capita[ expenses: iZ)ep’zeciation /

Automobile welated to business Section 179

/4(3tua[ expenses, O }?

Standord vate per mile (2007 ) :

Under $100,000, ttems may be
Hadhetiod in o enttrety

Compute’z, appowntment AOOA

cell p/mne/ PDA ipoc[, steteo

equipment, etc.

$0.485 J[O’z biisiness

$0.14 ][o’z charitable

$0.20 ][o’z medical ot moving Dsusance **/ Q

Iega[/ p’zofessiona[ services
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“@rvdinary and Necegsary” Fxpenges (2)

Oﬁce eEXpenses

/Qent/ [ease 0][ p’zope’zty/ equipment
Mti[ities, tepatts, mawntenance

7 axes, licenses

j;zave/

gﬁs fo’z clients

$25 pex client per year

/geneﬁts ][o’z emp[oyees

Wages / QZZOWCUQC@S

JL/ea/t/L msurance premuums

/Qeimbu’zsement p[an

“Ot/w’z ” expenses

Prolossional c[evelopment,
continuing o couses,
business semunais, conventions,

books/ pe’abc{ica[s, p’zafessiona[

associlation c[ues. ..
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ﬂe#ﬁ‘?e%zen# @eOZuleE@ng

Individual Retivement
%&’zangement [ ﬂlg/él)

Limit of $4,000/year ($5,000 over 50)

W/ay not be fu/[g deductible
g’zoup 401 ( U (fo’z emp/oyees on[y )

Limit of $15,500/yeazr ($20,500 over 50)
Koth IRA

Limit of $#,000/year (85,000 over 50)

Way contribute g[ /4gJ0 <

$114,000//$166,000 (single/martied

joint[y )
Cont’ziéutions mac[e Witlt post-tax c[o/[a’zs

Withdvawals ( aﬁ‘e’z ’zeti’zement) aze tax—ﬁee

ot t/ze seé[-employec[. ..

Simp[g'][iec{ (Tmp[oyee Pension
(SEP)

Limit of $%45, 000/ year ($50,000

over 50 ) up to 20% 0][ net éusiness income

ﬂnc/évic[ua[ 401 ( k )

Limit of $%45, 000/ year ($50,000

over 50 ) up to 20% 0][ net éusiness income

/400@53 to ][me[s via tax—ﬁee /0an5 up to
$50,000 o% 72 0][ account ba/ance

i ypica[[y move ﬂexié[e vehicle
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Exgmz]aae: ﬁ@%ze—z'aageol Z‘)ugﬁnegg oleolucﬁ@ng

Catego’zy Jotal expense Deductible pottion Total deduction
Aluto 12,000 75% 9,000
Cell phone 1,500 90% 1,350
Utilities 2,400 10% 240
W/o’ztgage intetest 15,000 10% 1,500
Travel 8,000 100% 8,000
,W]ea/s, entertainment 2,400 50% 1,200
Sz.ami/y health insurance 10,000 100% 10,000
Total business expenses 51,300 31,290
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Exa%zraa ﬁ@%ge—@agecl Z‘)ugﬁnegg OZeJuC#E@ng (%)

g’zoss ﬂncome 100,000 100,000
"Ove’z/apping" business expenses 31,290
Vet income 100,000 68,710
FIC A tax 7,650 9,708
JICA tax deduction 4,854
Retivement deduction 15,500 13,742
ﬂcé'ustec{ g’zoss Income 84.500 50,114
.S)cltec[u[e /4 mottgage interest 15,000 13,500
gc/cec[u[e A c/za’zitaé/e 5,000 5,000
Taxable income 64,500 31,614
Estimated Federal income tax 12,549 4,351
Tederal income + FICA tax 20,199 14,059

17



Exathae: ﬁ@%e—(‘)&é’e% Z?ué’ﬁne&,ﬁ’ OZeOZuC#E@n(g (3)

.S) ummay 0][ gnt’zep’zeneu’z ,5 aa/vantages:

Lower income tax b’zacket ( 15% insteac[ 0][ 25% )

ax savings 0][ $ O , 140 annua[[y ( $512 mant/L[g )

lMti[ize (ncome gaineo{ ea’z[g n year J[o’z Aig—ticket expenses

later in year ( auto, t’zave[, sutance )
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@T"eaﬂ N oW }C@W CZ@ ]Z #&Zie
aclvan(faye ‘@f aw @f ﬂlﬂ(g'c?




@@Cuhgn#&#ﬁ@n: ]ZnC@%Ze

/Oagments veceived ]L;zom clients in puvate practice
Session [ec[ge’z ( papet, electronic)
Client database

Compensation veceived ﬁom contract wotk

1099 statements

W—Z/ emp!oyee income is NOT included in business

tmecome

20



@@Cu%zen#a#ﬁ@n: EX}Den(g’eg
When in aloubt, Aoclment

gxpense [ec{ge’z [ papez, e[ect’mnic)
Financial soﬁwa’ze, e.qg. Quicken/ Quickb()aks
Maintain a tax jou’ma[

Jonc/uc{e mi[eage, il expenses

IRS must believe what is ’zeco’w[eo{, unless convicted 0][
haud

X eep tecelpts ][o’z at least 6 years
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T&X J @mf"na(/

Record in time[y ][as/u'on ( within 24 howrs 0][ actwity )

W/Lat to ’zeco’zc[. ..
Who: Name ( S ) 0][ those involved in the actwity

W/Le’ze: Location 0][ p’zomotcbna[ actwity

(]

///Ly: .S)peci o husiness pupose

Y //zen: ibate, tume
How michs Cost 0][ actwity

/Qeco’zc[ 100%, c[ec[uct 50% 0][ p’zomotiona/ actwity
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cample

@Cu%zenlfa#ﬁ@n 6

nlfe%’#&ﬁn?@en#

Fvom Tax .S)tﬂzategies ][o’z Business
Professionals Ag S)omc[y Botkin

GASOLINE AND OIL

OTHER

REPAIRS AND MAINTENANCH

TOTAL

wHerRe?  Palm and Kennedy Center

~ | WHY?
i
=
= | BREAKFAST HOME OTHER
P i o/l
(X
== | LUNCH GOLF/ETC
DINNER COCKTAILS
TOTAL TOTAL TOTAL
WHO? J & S Rock

« | why?  Johnson Refferal at Dinner Followed by Theatre
Z| BREAKFAST HOME ! OTHER ‘ ‘
I GOLF/ETC 7 | Theatre | 120.C
[ DiNnER 235.00 | cockiais Parking | 11.1
TOTAL TOTAL TOTAL 381
WHO?
[ whese?
CwHv? T -
BREAKFAST

LUNCH

DINNER

OTHER
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Sanc[y Zgotkin, CP A gsq.

WWW. tax’zec[uctianinstitute. com

i@?l Tax Gu de for - ——
Small B ness

IRS Publications

WWW. (1S. _gov/ businesses / small / index. html

WWW. (%S. _gov/ Ausinesses/ sma[[/ a’ztic[e/ 0,, id -99083, 00. el

a[Ong with a glg(,ﬂ/élj tax accountant!
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http://www.taxreductioninstitute.com
http://www.taxreductioninstitute.com
http://www.irs.gov/businesses/small/index.html
http://www.irs.gov/businesses/small/index.html
http://www.irs.gov/businesses/small/article/0,,id=99083,00.html
http://www.irs.gov/businesses/small/article/0,,id=99083,00.html

