


Disclaimer & SMARTPATH

This session WILL This session WILL NOT

Help you save on your 2018 taxes

« Give you a better understanding
of how taxes work

Review your specific tax situation
« Help you understand key
changes for the 2019 tax year

Highlight tax evasion strategies

« Give you insights on how to
incorporate taxes in your
financial planning

Please see your tax professional....please....no really, go see them



The Key Questions

Taxes at 30K Feet

When tax rates matter
Deductions and credit (with 2019 updates)

Watch out & tips



Anatomy of the 1040 @ SMARTPATH

£ 1040 75 nividual incoms Tax Return |2©13|m | —

For the year Jan. 1-Dec. 31, 2013, or other tax year beginning See separate instructi
Your first name and initial Last name Your soclal security number
Jeremy Go Curry Cracker [

How much did
you make?

21 Oterincome. Listtypeandamount _______
22 Combine the amounts In the farright cokumn forines 7 through 21 your 122

23 Educatorepenses . . . . . . . . . T2 ] | Il |
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Anatomy of the 1040 & SMARTPATH

How much you owe
(based on income)
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Anatomy of the 1040

Income
Deductions
Taxable Income

Tax rate
Tax

Credits
Other tax
Your taxes

What you paid
Tax you owe or Refund

Tt 1t 1 11

A SMARTPATH

Type of income

Good if aligned with fuel

Type & amount of income

Good if aligned with fuel
Mostly self employed

Your W-4
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The Key Questions

Taxes at 30K Feet

When tax rates matter

Deductions and credit (with 2019 updates)

Watch out & tips



When tax rates matter A SMARTPATH

Amount of Income Type of Income

Marginal Tax

Bracket Ordinary
VS. VS.
Effective Tax Capital Gains

Rate
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Marginal Tax Rates @ SMARTPATH

You pay a different tax rate for each segment of your
iIncome

Individual Taxpayers

If Taxable Income Is Between: The Tax Due Is:
0 - $9,700 10% of taxable income
$9,701 - $39,475 $970 + 12% of the amount over $9,700
$39,476 - $84,200 $4,543 + 22% of the amount over $39,475
$84,201 - $160,725 $14,382.50 + 24% of the amount over $84,200
$160,726 - $204,100 $32,748.50 + 32% of the amount over $160,725
$204,101 - $510,300 $46,628.50 + 35% of the amount over $204,100

$510,301 + $153,798.50 + 37% of the amount over $510,300



Marginal Tax Rates

Q SMARTPATH

$80,000 Taxable income (after deductions)

Actual (2018)

$80,000

Perception Actual (2017)

X 25% 10% up to $9,275 $927
15% from $9,275 - $37,650 $4,256

— $20 000 25% from $37,65O = $9] ,150 $]0,587
Total $15,770

257% 20%

Effective tax rate

10% up to $9,525 $952
12% from $9,526 - $38,700 $3.500
22% from $38,701 - $82,500 $9.086
Total $10,387

13%



2018 vs. 2019 Rates

A SMARTPATH

RATE

10%

12%

22%

24%

32%

35%

37%

Source: IRS

Tax brackets for single filers

2018
$0 — $9,525
$9,526 — $38,700
$38,701 — $82,500
$82,501 — $157,500
$157,501 — $200,000
$200,001 — $500,000

$500,001+

Standard Deduction: $12,000

Personal Exemption: Eliminated

2019
$0 — $9,700
$9,701 — $39,475
$39,476 — $84,200
$84,201 — $160,725
$160,726 — $204,100
$204,101 — $510,300

$510,301+

Standard Deduction: $12,200

Personal Exemption: Eliminated
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Ordinary vs. Capital Gains

A SMARTPATH

Short Term Capital Gains Tax Brackets

Tax Bracket/Rate |

Single

| Married Filing Jointly | Head of Household

10%
12%
22%
24%
32%
35%

$0 - $9,700
$9,701 - $39,475
$39,476 - $84,200
$84,201 - $160,725
$160,726 - $204,100
$204,101 - $510,300

$0-$19,400
$19,401 - $78,950
$78,951 - $168,400
$168,401 - $321,450
$321,451 - $408,200
$408,201 - $612,350

$0 - $13,850
$13,851 - $52,850
$52,851 - $84,200
$84,201 - $160,700
$160,701 - $204,100
$204,101 - $510,300

37%

$510,301+

$612,351+

$510,301+

Long Term Capital Gains Tax Brackets

Tax Bracket/Rate Single Married Filing Jointly Head of Household
0% $0 - $39,375 $0 - $78,750 $0 - $52,750
15% $39.376 - $434.550 $78.751 - $488.850 $52.751 - §461.700
20% $434 551+ $488,851+ $461,701+

All else equal, you
would prefer your
iIncome as capital
gains.

All else equal, keep
bond interest and
short term capital
gains in tax sheltered
accounts
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The Key Questions

Taxes at 30K Feet

When tax rates matter

Deductions and credit (with 2019 updates)

Watch out & tips



s the tail wagging the dog?

Tax Deduction

Tax Credit

Taxable Income:

Deduction:

A deduction
decveoses
your +oxoble

weome \
)

Adj. Taxable Income:

Tax Owed (15%):

{50,000

X800

450,000
- 4K8O0O

K49,200

|49,200
x 1S%

4€1,280

Taxable Income: "§§0,000
£S 0,000
% 4S%
Tax Owed (15%): £1,500
Credit: K800
éh; edit veq .,
doliay } gvk‘& do?(\;/-er’
41,500
- 4800
Adj. Tax Owed: £¢,100

A SMARTPATH
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Deductions & SMARTPATH

veere, VTSI - 401X Conirbutions (419,000
IRA Contributions ($6,000)

: Tuition and fees deduction

______ R ($4,000)

« Meoving-Expenses

. Alimmeny

Student loan interest ($2,500)

“Below Standard ltemized
the line” Deduction Deduction
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Deductions & SMARTPATH

« State/Local taxes

“Above , Caps and limit of $10K
the fine” Everyone Deductions

| « Mortgage interest
' First $1M of debt

« Charitable conftributions

v Limit raised to 50% of gross
“Below Standard ltfemized
the line” Deduction Deduction

»

Medical expenses

I Lower limit to 7.5% of AGI
o oo |
Single $6,350 $12,000 ) m&ep—umamb%eel-
MFJ $12,700  $24,000 PIoYess '
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Key Credits @ SMARTPATH

Child tax credit ($1K = $2K)

Earned income tax credit

Child and dependent care expenses
Learning / American opportunity credit

Foreign tax (or other state tax) credit
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The Key Questions

Taxes at 30K Feet
When tax rates matter

Deductions and credit (with 2019 updates)

Parting Shots



Key Considerations & SMARTPATH

You check may be bigger, be smart
Taxes don't change the 7 tank system
Itemizing will be less attractive for most

If you're paying more in taxes, you're
generally making more money
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The 7-Tank System

A SMARTPATH

SmartPath 7 Tank System

G Retirement Match

o 1-Month Emergency Fund
© royoff Bad Debt

o 3-6 Month Emergency Fund

o 20% Gross to Retirement
o College Savings*
o Buckef List*
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