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Disclaimer

« Thisdocument and information is provided by Ary Roepcke
Mulchaey, PC. and the presenter for general guidance only, and does
not constitute the provision of legal advice, accounting services,
ikr_lvgstm ent advice, written tax advice, or professional advice of any

ind.

* Theinformation provided herein should not be used as a substitute
for consultation with professional tax, accounting, legal, or other
competent advisors.

« Before making any decision or taking any action, you should consult
with a professional adviser who has been provided with all pertinent
facts relevant to your particular situation.

« Theinformation is provided “as is” with no assurance or guarantee
of completeness, accuracy, or timeliness of the information, and
without warranty of any kind, express or implied, including but not
limited to warranties of performance, merchantability, and fitness
for a particular purpose.
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Tom has W-2 income of S600k

* Tom has 1099 consulting income of $40k

e Sally previously worked, but is now a stay at home parent.

* Sally has a rollover traditional IRA with S50k

e Sally’s only current source of income is interest, dividends and capital
gains from her brokerage account

 With some simple planning — these clients can get PAID to convert Sally’s
traditional IRA into a Roth IRA!
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e Creditis limited to a maximum of $S650

e Each spouse must have at least S500 of Qualifying Ohio income

e What is Qualifying Ohio income?
— Includes
* Wages
e Schedule C/business income
e |IRAincome
— Does not include
e Social security benefits
Interest, dividends, capital gains
Royalties
Rents
State and local refunds
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Generate $500

e Convert $S500 of Sally’s traditional IRA to Roth
IRA

e Consider the impact of any non-deductible
contributions

 Could also generate wage or 1099 income for
spouse via Tom’s schedule C for work she
assists him with
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Tax summary

Before $500 After $500 Net Savings

ROTH ROTH b -
conversion conversion for (b -a)
for Sally (a) Sally (b)
Federal Tax (increase) S 203,047 S 203,245 S 198
Ohio Tax (decrease) 27,931 27,306 (625)
Total S 230,978 S 230,551 S (427)
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Ohio BID

Ohio

Business Income
Deduction
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Overview

e Fortax years 2015 and forward, business income from sole
proprietorships and pass-through entities included on a
taxpayer’s individual income tax return will be taxed
separately from nonbusiness income.

e i.2016 tax year filing - This business income will be reduced
by the 100% Business Income Deduction (subject to a
$250,000 max. deduction) and the remaining taxable
business income will be taxed at 3%.

e ii. 2015 tax year filing - This business income will be
reduced by a new 75% Business Income Deduction (subject
to a $187,500 max. deduction) and the remaining taxable
business income will be taxed at 3%.
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Business income

e Business income could include the following...

— Distributive or proportionate shares of income
from a pass-through entity (including a
partnership, S Corporation, or LLC)

— Income from a sole proprietorship
— Income from farming

— Compensation or guaranteed payments made by a
pass-through entity to a 20% investor under ORC
5733.40(A)(7)

— Does NOT include C-Corporation income or wages
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Deduction

* |n our initial case study, Tom had consulting
income of S40k that would be reported on
schedule C.

— In 2016, the entire S40k would be a tax deduction on
their Ohio return

— In 2015 and 2014, 75% of the S40k would be a tax
deduction on their Ohio return

— In 2013, 50% of the S40k would be a tax deduction on
their Ohio return
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Consider wages

e Sarah owns 50% of a S-Corporation
* She is paid a wage of S200k
* She also receives a K-1 with $100k of income

— The flow-through income on her K-1 would qualify
for the deduction

— Since she owns 20% or more of the entity, she can
also include her wages

— Thus, her total Ohio Business Income would be
S300k
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Tax savings

e 2015 Tax year

Before Ohio Ohio Business Net Savings
Business Deduction (b) (b - a)

Deduction (a)

Ohio Tax Liability S 12,479 S 3,002 S  (9,477)
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Often missed

 There are still many taxpayers who are not taking full advantage of
this deduction

e We have taken over tax clients where the former CPA was not
taking the deduction or maybe wasn’t adding back qualifying wages

o Self-preparers rarely take the deduction as it doesn’t automatically
flow in Turbo Tax

e Be sure to review the Ohio return for your clients to make sure they
are taking advantage of this great deduction!

e Amended return(s)!
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e Rule change in 2010 permitting Roth IRA conversions
regardless of income (previously not allowed with AGI
of $100,000 or higher).

e Make non-deductible contribution
e Then convert to Roth with no tax

e Must consider all pre-tax IRA accounts when making
conversion

e Planning opportunity — Roll IRA funds into a 401(k)
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e One day?

e One month?

e Oneyear?

* No specific guidance issued by IRS on this topic

e Step Transaction Doctrine
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Kitces’steps

How To Do A Backdoor Roth IRA Contribution Safely
e Verify there are no other pre-tax IRAs

If there are, roll over existing pre-tax IRAs to a 401(k) (if available) to avoid the IRA aggregation rule
*  Contribute to non-deductible IRA

* Invest funds in the non-deductible IRA

* Keep invested for 1 year (or if you’re more aggressive follow the one-statement rule)

e Convert to Roth IRA

e  Repeat steps 2-5 annually as desired

* Do not at any point along the way note that you are doing a “backdoor Roth contribution”!

Source: www.kitces.com
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http://www.kitces.com/

Reporting issues

e Review tax returns (especially self-prepared returns)

Part Il 2015 Conversions From Traditional, SEP, or SIMPLE IRAs to Roth IRAs
Complete this part if you converted part or all of your traditional, SEP, and SIMPLE IRAs to a Roth IRA in 2015 (excluding any portion
you recharacterized).

16  If you completed Part |, enter the amount from line 8. Otherwise, enter the net amount you converted from
traditional, SEP, and SIMPLE IRAs to Roth IRAs in 2015. Do not include amounts you later recharacterized
back to traditional, SEP, or SIMPLE IRAs in 2015 or 2016 (see instructions) . .

17  If you completed Part |, enter the amount from line 11. Otherwise, enter your basis in the amount on line 16

16 5,500.

17 5,500.

(SE INSIUCLIONS) et
18 Taxable amount. Subtract line 17 from line 16. If more than zero, also include this amount on

Form 1040, line 15b; Form 1040A, line 11b; or Form 1040NR, line 16b ...................ccooeeeeeii

18 0.

If you did not ; ' —_

getaWe 14 Othergains or (losses). Atach Formd787 .. |1

seeinstructions.  15a IRA distributions 15a 5,500.] bTaxableamount | 15b 0.
16a Pensions and annuities 16a b Taxable amount | 16b
17 Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E

you did not wmm TSR g m— "
geta W-2, 14 Other gains or (losses). Attach Form 4797 ... |14
seeinstructions.  15a IRAdistributons | 15a 5,500, bTaxableamount | 15b 5,500.
16a Pensions and annuities 16a b Taxable amount | 16b
17  Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedulet | 17 0.
Farm income or (loss). Attach Schedule F
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Roth planning

 Low income/loss years

16a IRA distributons 15a b Taxable amount 15b 297,445,
16a Pensions and annuities 16a b Taxable amount 16b 3.
17  Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach ScheduleE 17 -298,814.
18 Farm income or (loss). Attach Schedule# -~~~ 18

—19___LInemnlovment compansation 19

e Convert extra....you can always reverse (partial
or full) in following year until October 15t

filing deadline

e Consider multiple buckets for different assets
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Tax diversification

e Prudent to have buckets of pre and post tax
retirement funds

 Many taxpayers end up with lower tax rates in
retirement

e Can often receive IRA distributions and pay
little tax
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Non-residency

e Bright-line

— The statute set forth two factors that would create an
irrebuttable presumption of non-residency for Ohio state
income tax purposes:

e Have fewer than 212 (previously 182) contact periods in state

e Have an abode outside the state

* Timely file affidavit verifying these facts (Due May 31%Y)

 Test does not apply for part-year resident year
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Affidavit

Affidavit of Non-Ohio Residency/Domicile for Taxable Year 2015

This form is for use only by indiviouals who are claiming
1o be full-year nonresidents for Onio income tag purposes.

Due date: May 31, 2016, See Chio Revised Code seclion 5747.24.
Whio must file: Please see insiructions.

Filing this affidavit does not exempt you from timely filing your Ohio NCome tax retum for 2015 and paying any tax due.

First namse ML Last name Social Security mo.

MICHAEL JONES 123-45-6789

Spouse’s first Name ooy i ot afdat) ML Last name Spouse’s Social Security No. oaly f omt affida]
Current mailing address county

123 SUNSET BEACH DRIVE
City, state, ZIP code

MIAMT, FL 33110-0

Under penalties of perjury, | deciare all of the following to be true:

1. I'was not domiciled in Onio at any time during taxable year 2015. Name of city {or cities), state{s) [ within the U.S.) and

country (if not within the U.S ) where | was domiciled.

MIAMTI, FLORIDA

I had at least one abode (place where | lived) outside of Ohio for the entire taxable year. Mame of city [or cities), state(s) i within the U.S) and
COUNTTY (if Not within the U.S.) where | was domiciled,

MIAMTI, FLORIDA

]

3. I had mo more tham 212 contact pereds*® in Ohio during the [axabie year.
4.1 _X|shan shall not be filing a year 201 S Ohao individual income tax returm.

Under penaties of perjury, | eciars that to the best of My KNowledge and Delief e Statements on this aMdavit are Tue, COMECT and complete.

SPOUSE'S SIGNATUNE jonty f ot 2= Date

* Ohio Revised Code section 5747 24{4)(1) states that an individual “has one contact perned in this state” # the individual is away overnight frem his/her
abode located outside this state and, while away ovemight from that abode, spends at least some portion, ROWeVer minimal, of each of two consecutive
days in this state.
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e CAUTION: Bright line gets blurry!

e Kent Cunningham, the taxpayer, owned homes in
both Ohio and Tennessee for the entirety of the
2008 tax year

e Cunningham undisputedly had fewer than 182
contact periods with the state of Ohio in 2008

e He also timely filed the non-resident affidavit for
Ohio
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What went wrong?

e Making a false statement

e |f found to have made a false statement on the
affidavit, the presumption of non-Ohio domicile is not
only removed, but is replaced with the rebuttable
presumption that the taxpayer is actually domiciled in
Ohio.

e |n 2008, Cunningham also claimed a homestead
property tax exemption. By claiming the homestead
exemption, he asserted that his Ohio home was his
principal place of residence and that he was domiciled
in Ohio.
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Board of Tax Appeals

 The BTA reversed the initial decision finding
instead that the taxpayer did satisfy the
bright-line test since he met the criteria

 The point of the bright-line test was to avoid
the common law tests

e Ohio Rule 5703-7-16

RELATIONSHIPS | built on results

International www.armcpa.com




Common law

. Examples of Common Law Tests: (Ohio Rule 5703-7-16) There are several more...these are the first 7

. (1) The location of financial institutions in which the individual or the individual's spouse have any accounts,
including, but not limited to, checking, savings, certificates of deposit, or individual retirement accounts.

. (2) The location of issuers of credit cards to the individual or the individual's spouse or any other persons making
installment loans to the individual or the individual's spouse.

. (3) The location of institutional lenders which have made loans to or loans which are guaranteed by the individual
or the individual's spouse.

. (4) The location of investment facilities, brokerage firms, realtors, financial advisors or consultants used by the
individual or the individual's spouse.

. (5) The location of either the insurance company that issued or the insurance agent that sold any policy of
insurance to the individual or the individual's spouse including, but not limited to, life, health, disability,
automobile, or homeowner's insurance.

. (6) The location of law firms, accounting firms, and similar professionals utilized by the individual or the
individual's spouse for legal, tax, accounting, financial, or retirement services.

. (7) The location of physicians, dentists, osteopaths, optometrists, or other health care providers, or veterinarians
utilized by the individual or the individual's spouse.
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Ohio Supreme Court

e Reversed decision of the BTA

e Statute requires the verification of domicile
separate and apart from the verification of
contact periods and abode

 The court explained that the Commissioner can
determine that a false statement was made when
he has “information that furnishes a substantial
basis for rejecting the claim of non-Ohio
domicile”
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Implications

e Taxpayers should now be sure to consider common law
factors

e Be sure that the basics are covered (license, voting,
plates, real estate reduction, etc)

e Home exemption example

e Taxpayers should seek professional guidance if dollars
are significant

e Credit card tip
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Residency tip

01727008 AVIS RENT A CAR HIALEAH FL WD 257615
RIAf 305878615 AUTOMOBILE RE 01/41/08 N
AVIS RENT A CAR
LOCATION DATE/TIME
RENTAL AGREEMENT
HIALEAH FL 12716707 soearedis
£00000
RETURH TR#
MIAMI FL 01/21708
AUB 10, WARCOD
. D\/21/08  QGABLES DINER SG0OO0DC CORAL GABLES FL “couwboamn T 6581
2 AEF# 024000043 3055670330 0121108
0121708  BRAMAN HONDA 00000  MIAMI FL T cooomemen = 1,00000
REFS 000073484  3052B60900 01/2 /08
AUTO & TRUCK DEALER
_ROC NUMBER 000073484 L
012308  GOVERNORS CLUB TALLAHASSEE | FfL ; ST
AEFE 0 RESTAURANT 01;2p/08 =
0172408 AVIS RENT A CAR TALLANASSEE EETT=—yr= o 10074
AN 393785374 AUTCMOBILE RE 01/
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Days out of city

e How many people live in a hon-taxing city?

e How many people work in a city with a higher
tax rate than their resident city?

e How many people ever travel for work or work
from home?
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Case study

John makes S400k per year

Travels or works from home 34 days during
the year

Works in city with tax rate of 2.5%

Lives in non-taxing city
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Finder tool

e https://thefinder.tax.ohio.gov/streamlinesales
taxweb/default taxdistrictsummary.aspx

Ohio Departme - of
TAXAT

Onlineservices

e Finder > Tax District Summary

Tax District Summary
— SOETERG S Jax This site provides tax information for all addresses in the State of Ohio. Choose one of the following options:
School District
Lookup Tax Rate
Municipal Tax ] [ fddress

% Zip Code (5-digit or 9-digit)
& Latitude/Longitude

Tax District Summary |

Contact Us )

Login % Registration
& &% Upload/Returmn File Instructions

Upload Databases - Registered and logged in users may get the appropriate tax rates applied through this secure application.
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https://thefinder.tax.ohio.gov/streamlinesalestaxweb/default_taxdistrictsummary.aspx

Finder results

Onlineservices

he Finder = Tax District Summary > Lookup By Address = Results

Lookup By Address

The system has successfully matched the address you entered:

Input Address (Modify) Found Address

Address: 7993 Chateau Ln Address:

Suite, Apt, Lot: Suite, Apt, Lot:

City: Westerville City:

State: Oh State:

Zip Code: 43082- Zip Code:
Physical City:

Sales and Use Tax

County State Tax Rate County Tax Rate
Delaware without transit: 5.75% 1.25%

|5r::hcml District Income Tax

| WESTERVILLE CSD (2514): 0.00%

|Municipal Income Tax
N/A (N/A): NJA%G
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Finder results

=
' Ohiio Departmient of

TAXAT

Onlineservices

he Finder > Tax District Summary > Lookup By Address > Results

Lookup By Address

The system has successfully matched the address you entered:

Input Address (Modify) Found Address
Address: 2 Miranova Pl, Ste &00 Address:

Suite, Apt, Lot: Suite, Apt, Lot:
City: Columbus City:

State: Oh State:

Zip Code: 43215- Zip Code:

Physical City:

Sales and Use Tax

County State Tax Rate County Tax Rate
Franklin with transit: 5.75% 1.25%

|Sch00l District Income Tax
| COLUMBUS CSD (2503): 0.00%

|Municipal Income Tax
COLUMBUS (18000): 2.50%
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Schedule

Tax Year 2015
Nonresident Days Worked Out Schedule

MNote: The standard days out calculation starts with an average of 260 days and then subtracts vacations, holiday and sick time.
260 : Standard days

(10): Subtract holidays

[20): Subtract vacation

230 Total workdays for year

If you have any questions regarding this schedule, please contact the Third Party Designes, William T. Vasil at 614-545-2045.

Date Location
1/26/2015  Chicago, IL
213215 Grand Rapids, M
2/27/2015  Stow, OH
322015 Galena, OH
%2015 Galena, OH
302015 Jacksonville, FL
32015 Newaark, NJ
5M14/2015  West Palm Beach, FL
5M5/2015  West Palm Beach, FL
5/18/2015  Galena, OH
51%2015 Mt Orab, OH
81122015  Drummond Island, MI
81372015  Drummond Island, MI
8/14/2015  Drummeond Island, MI
8172015  Galena, OH
8M19%2015  Salt Lake City, UT
10/5/2015  Salt Lake City, UT
10/6/2015  Salt Lake City, UT
10122015 Vienna, Austria
101132015 Vienna, Austria
10/14/2015  Slupsk, Poland
10/15/2015  Slupsk, Poland
10/16/2015  Slupsk, Poland
10/22/2015  Skiatook, OK
1042372015 Skiatook, OK
10/24/2015  Galena, OH
10/25/2015  Galena, OH
1028/2015  Kiawah Island, SC
100282015 Kiawah Island, SC
10/30/2015  Galena, OH
12172015 Istanbul, Turkey
121272015 Istanbul, Turkey
12132015 Istanbul, Turkey
12142015 Istanbul, Turkey

34
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Days out calc

e |f you work 34 days outside of the 2.5% taxing district and received a $400,000 salary, you

would only be required to pay city tax on $340,844 of those earnings. Your total city tax
refund would be $1,479.

If you were a nonresident employes who worked part of the year outside the city for which your employer withheld city tx
complete Lines 18 through 28. Attach a Nst of the dates and locations worked out See inswuctions.

18. Enter the total number of vacation days taken during the enfireyear | 4 20
18. Emter the total number of holidays for the entire year . 19 10
20. Emter the total number of sick leave days tken during Ihe Erltre }'Ei.r 20

21. AddLines 18 through20 2 30
22, Subiwact e 21 from 280 11maJ mrk:da]rs ina mp [see mstmons'l o 230

23. Enter your total wages for this job for theyear 23 400,000.
24, Emter the amount of 2106 expenses related mﬂuslm:-me Anan:nacupf l:lfﬂl! 21M&Fed Sch.ﬁ. 24

25. SubwactLine 24 from 23 |f less than zero, enterzers |25 400,000.
28. Divide Line 25 by the number of days showvmonLine 22 R - 1,739,
27. Emter the number of days worked in the city (Line 22 lesswlzldays wu:»flced u:-ufl a7 19
28. Mukiply Line 28 by Line 27. List this figure in Part A of Page 1 along with any urlher Ia:d}le vﬂ.ges
¥ou of your spouse eamed. Compiete Cerfification by Employerbetow | es 340,844.

| . - — Y T ———————————————————————— — —
[Part B | TAX CALGULATION 2 Declaration of Estimated Gity Tax (form IR-21) is REQUIRED for all individuals whose tax is not fully withheld,
Golumn A C Galumn B Golumn G CGolemn D TAX Golumn E CGolemn F CGolumn G
cmy 01 imeouE Frou wasEs, TG OLE FRORI HET TOTAL HET TAX DUE LESS TAX WITHHELD ('W-2) HET TAX DUE
E SALARES, COMMSSINS, | PROFTS RENTS A TENAELE HOOLE RATE rfm?&:“rﬁ?u’u;f“
ETC. (SEEMETWASES] | OTHER TAABLE ICOLE b Mo o
EOLUMLTS 1| 340,844, 280,844 .| 2 5% B,021. \ | —-1,4749.
ERINEFOET [ 2.0%
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Partial savings

e Assume Sally receives a salary of $5,000,000. She works in
Columbus (2.5% tax rate) but lives in New Albany (2.0% tax
rate) and works 20% of the time outside of Columbus

e She would file a Columbus return reporting the days
worked outside of Columbus and receive a refund of
$25,000

e She would then file a New Albany return reporting the
salary not taxable to Columbus ($1,000,000), thus paying
tax of $20,000

e Her net savings would be $5,000

RELATIONSHIPS | built on results

Internatianal www.armcpa.com




Other 1items

e Must have employer certify
e Keep detailed records

e Planning opportunity — work more days from
home?

e Forms vary by city

e Amend prior year(s)
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e Subject that often comes up with clients/advisors

e Overview

e How to get out of AMT

e |[tems to consider if in AMT

e Planning considerations
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age 2

Tax and 38  Amount from line 37 (adjusted gross income) 38 476 . 440,
Credits 393 Check [ Youwere bombefore January 2, 1951, [ Blind. | Total boxes
if: ] Spouse was born before January 2, 1951, [ Blind. checked > 392 = =k \
b If your spouse itemizes on a separate return or you were a dual-status alien, check here » 39 || F @ —rrrrll 6 / 5 ]|- - A J \/ J-I-r
Itemized deductions (from Schedule A) or your standard deduction (see left margin) 40 64,496. _r' J II J_JJ __J] J_.‘l
Subtract line 40 from line 38 ) ) L L 41 411,944.
Exemptions. If line 38 is $154,950 or less, multiply $4,000 by the number on line 6d. Otherwise, see inst, 42 0.
Taxable Income. Subtract line 42 rom line 41, If line 42 i more than line 41, enter -0 43 411,944.
Tax. Check if any fron al_ | rormis) 8814 L] Form 4972 ¢ ] 44 97,970. Part] | Alternative Minimum Taxable Income
45  Alternative minimum tax. Attach Form 6251 . 45 10 R 976 . 1 If filing Schedule A (Form 1040), enter the amount from Form 1040, line 41, and go to line 2. Otherwize, enter
46 Excess advance premium tax credit repayment, Attach Form 8962 46 amaount fram Form 1040, line 38, and go to line 7. (If less than zero, enter as a negative amount ) 1 411,944.
) 47 Add lines 44, 45, and 46 » | 47 108,946. 2 Medical and dental. If you or your spouse was 85 or clder, enter the smaller of Schedule A (Form 1040}, line 4,
or 2.5% (.025) of Form 1040, line 38. Foero or bess, enter O e eeersaeaeaaeaasanaaaa 2
[~ y J axes from Schedule A (Form 1040}, line 8 3 . .
::)C I J e,_] uJ e,_] X 4 r the home mortgage interest adjustment, if amy, from line & of the worksheet in the instructions for this line
= = - = & 5 Misdpllanecus deductions from Schedule A (Form 1040), line 27 5 B .
Medical Caution: Do not include sxpenzes rémburasd or paid by gthera, 8 I 040, line 38, iz $154,950 or leas, enter 0-. Otherwise, see instructions 5 ’ -4,5996.
and 1 Madical and dental expenses (see nstructions) 1 7 Tax Form 1040, line 10 o line 21 7
Dental 2 Enter amount from Form 1040, line 38 a Inveqh'.nenl ' reat expenze (difference between regular tax and AMT)
Expenses 3 Multiply line 2 by 10% [.10). But if sither you or your spouse was bom before g Depletion (o = between reguiar tax and AMT) .
T 10 Met operating eduction from Farm 1040, line 21. Enter as 10
January 2, 1951, multiply line 2 by 7.5% (.075) instead 3 11 Afternative tax net ting losa deduction P
Subtract line 3 from line 1. If line 3 iz mare than line 1, enter -0- I 4 12 Interest from specified Pjvate activity bonds & 12 a4,
Tm_'(es You 5 State and local (check only one box): 13 Qualified amall business alck, see ini 12
Paid a [ Xl income taxes, or SEE STATEMENT 5 29,538, 14 Exercise of incentive atock ofi of AMT income over regular tax income) 14
b || General sales taxes 15 Estates and trusts | hedule K-1 (Form 1041}, box 12, code A) 15
& Real estate taxes (zee instructions) 5 9,711. 16 Electing large hipa (amou Sehedule K-1 (Farm 1085-8), bax 6) %
7 Personal property taxes T 17 Di = property (difference AMT and regular tax gain or lozs) 17
8 Othertaxes. Listtype andamount » _ _ _ _ _ _ _ ___ __ _______ iation on assets placed in service’ 1986 (difference between regular 18
_____________________________________ 8 18 Paasive activities (difference between Al d regular tax income or loss) 18
9 Add lines 5 through 8 s 359,250, 20 Loss limitations (difference between AMT a lar tax income or lozs) ___ | 20 |
Interest 10 Home mortgage interest and points reported to you on Form 1098 10 5,646, 21 Girculation costs (difference between regular tax Jad AMT) 21
You Paid 11 Home mortgage interest not reported to you on Form 1098. If paid to the person 22 Longterm contracts (difference betwesn AMT and lar tax income) 22
m\;:n%c?ﬁgdh;:;hg\w, =ee ingtructions and show that perzon’z name, 23 Mining costs (difierence between regular tax and =
24 Research and experimental costs (difference between re; tax 24
Note: 11 25 Income from certain instalment zales before January 1, 19 | 25 |
Yourmoriga@® 45 pointa not reperted to you on Form 1008, See instructiona for special rules 12 26 Intangible drilling coats preference . : 25 |
interest ) ) ) ) 27 Other adjustments, including income-bazed related adjustgfits | 27
deduction may 13 Morigage insurance premiume (zee instructions) 13 . . ) o - - - -
pe I'rn'rlnled (322 48 vestment interest. Attach Form 4052 # required. (See instructions.) 12 2. 28 Alternative minimum tax.able |m‘:orne. Combine lines ugh 27. ed filing =eparately and line 28 iz
instructions). ) more than $2468,250, see inatructions) ... A 28 448,229,
—— g2 10 through 14 Lis 5,038, Im [ Altemnative Minimum Tax [AM
Glﬂs_tﬂ 15  Gifts by cash or check. If you made any gift of $250 or more, zee instructions 16 17 I 225, 20 Exemption. (If you were under age 24 at the 2015, see instructions )
Ch.'.l"lty 17 Other than by cash or chec:k.-lf any gift of $250 or mers, ss2 instructions. 4 992 IF your filing status iz.. AND line 28 iz not over... enter on line 249...
kil You must attach Form 8283 i aver $500 7 EEET Single orhead of househoid M $118.200
benefitforit, ~ 18 Camyover from prior year 18 Married filing jointly or qualifying widggfler) 158900 @30 b T
see instructions. 19 Add linee 16 through 18 19 22,217. Married filng separately 70,450 STMT 1 o0 11,068.
Casualty and If lina 28 iz aver the amount above far your filing status, see instructionz.
Theftlosses 30 Casuaity or theft losa(es). Attach Form 4684 (Seeinstructiona) o 20 ao . more iy zero, go fo line 34 ¥ 20 o less, enter 0. here nd onfnes 34, 33, and 35, nd g Bljme 314 | 20 | 437,161,
Job Expensez 21 Unreimburzed employee expenses - job fravel, union dues, job education, etc. 31 ®|f you are filing Form 2 or 2555-EZ, see inatructions for the amount to enter.
and Certain Attach Form 2108 or 2108-EZ i required. (See inatructionz.) ® |f you reported capijgfigain distributions directly on Form 1040, line 13; you reported qualified divi
Mizcellansous on Form 1040, Ti ; or you had a gain on both linez 15 and 16 of Schedule D (Form 1040} (as refi
Deductiona for the AMT, i sary), complete Part 11l on page 2 and enter the amount from line 84 here. 108 946.
21 ® All others: 30 iz $185,400 or lezs (392,700 or less if married filing separately), multiply line 30 by il L
22 1,050, 26% (26)fltherwize, multiply line 30 by 28% (28) and subtract $3,708 ($1,854 if mamied fiing
sapi ) from the result.
32 Ale & minimum tax foreign tax credit (2ee instructions) 15.
33 Tegfftive minimum tax. Subtract line 32 from line 31 ) 108,931.
23 10 ‘466' 34 d Form 10440, line 44 (minus any tax from Form 4872}, and Form 1040, line 48. Subtract from the result any
24 Add lines 21 s$roughos 24 11,5164 forelmtafcredltfr.omfmn1040__llne43.Ifyuul.fsed.’?:cl‘eroflg:lreywtlaxonFurm1040,I|ne44,neﬁg.|re 97 955
25 Enter amount from Form 1040, ne 38 lzs] 478,440, &attaxw'h‘\wl_uwnu adwd_ulerefore completing this line (see instructionz) S kL3 i :
: 35 AMT. Subtract line 34 from line 33.If zero or less, enter 0-_Enter here and on Form 1040, line 45 a5 ® 10,976,
26 Multiply line 25 by 2% (02) 25 9,528.
2T _ Subtract line 26 from line 24 If ling 26 is mors than line 24, enter 0. |27 1,987,
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Ways to avoid AMT® A

* Move to state with no income tax

 Rent a home to avoid deducting real estate
taxes

Do not hire a financial advisor or tax preparer

e Don’t have kids
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a

ge 2

Tax and 38 Amownt from line 37 (adjusted gross mcome) . 38 476,440.
Credits 39a Check L Yowwere bom Ilelnre.lamary z, 1854, | Bind. Total boxes
L iz | Spouse was bom before Jamusary 2, 1851, L | Blind. checked P 352 s =) # \
b Il_\lnurspouserlurllaesmasmmmwywmadﬂmudlnnhmhzm = 330 F@ _rrrrll 6 2/5 1 - \ J\‘/J
40 Memized deductions (from Scheduls A) or your standard deduction {s2e left margin) | 26,089, _r' J I I J (Y J 7Y n _"}
41 Subtractine 40 from e 38 | 450, 371.
42 Exemptions. If line 38 is $154,950 or kesz, multiply $4,000 by the number on line 6d. Otherwise, s2e inst. 42 0.
43 Taxable income. Subtract line 42 from fine 1. If fine 42 is more than fne 41, enter 0 43 450,371,
44 Tax. Check if any from: al__ Form(s) 8814 b |Formao72 e[ | 44 110,650.
45  Alternative minimum tax. Atmch Form 8251 45 0. Partl | Altemative Mintmum Taxable Income
;.’:e“‘:“: 45 [Ewcess advance premium tax credit repayment. Attach Form &88; 45 1 If filing Schedule A (Form 1040), enter the amount from Form 1040, line 41, and go to line 2. o
Lamedtang | 47 Add fines 24, 25, and 28 a7 110,650, amount from Farm 1040, fine 38, and ga to line 7. (if less than zera, enter as a negative amount.) B K 450,371.
2 Medical and dental. f you or your spouse was 65 or alder, enter the amaller of Schedule A [Form 1040}, I|ne4
or 2.5% (.025) of Form 1040, line 38. If zero or less, enter 0- 2
Je'—] l'IJ e'—] 3 2 from Schedule A (Form 1040}, line @ 2,810,
et = 4 the home mortgage interest adjustment, if any, from line & of the worksheet in the inetructions for this line
Medical caution: Do not include s reimbursed or paid by others. 8 Mi neous deductions from Schedule A (Form 1040), line 27 5 ’
) 6 If Form B340, line 38, is $154,950 or leas, enter .0-. Otherwise, see inatructions 8 -4,996.
and 1 Medical and dental expenses (see nstructions) L ' "
Dental 2 Enteramount from Form 1040, line 35 H | L Form 1040, line 10 or line 21 Y
Expenses 3 Multiply ine 2 by 10% {10} Bulifei‘me‘;-;i.j-ll o yourspouse was bom before 8 Imestment} expenas (difference betwasn ragular tax and ANT)
January 2, 1851, muitiply kne 2 by 7.59¢ (075) instead 8 Depistion (df S 2 - 8
a smuamnlmawlwnmmrflheﬁs.m-.;manmm emr;“} 10 Met operating losa ction from Form 10440, line 21. Ent positive amount 10
- 11 Alemative tax net ting loss deduction 11
Taxes You 5 Stateandlocal [check only one box): 12 Interest from specified Pate activity "p;mm reqular tax Py LY.
Paid a | income taxes, or e ZEE STATEMENT 3 |5 2,810. 13 Qualified amal buginess o3 ana =
o LE General sales taxes 14 Esiarcise of incantive 2 (exceas of AMT income over regular tax income) 12
§ Real estate 1axes (S8 NSIUCHONS) ... L 15 Estates and nt fromWichedule K-1 Form 1041), box 12, code &) 15
7 Personalproperty BmNes oo e T 16 Elagh partnerships (amau Sehedule K-1 (Fom 1065-B), bax 6) 18
o Oftertmes Litypeandamount B __ ition of property (difference AMT and regular tax gain or loss) 17
L 18 Depreciation on azsets placed in service 1986 (difference between regular tax 18
9 _AddinesS though & S I 2.810. 19 Passive activities (difference between AMT Sad regular tax income or lass) 19
Interest 40 Home mortgage interest and points reported to you on Form 1088 kD 5,646. 20 Loss limitations [dfference between AMT and lar tax income o loss) 20
You Paid 11 Home mortgage interest Not reported 1o you on Form 109E, 1F paid to the person . X ) Z
£rOM WHOM you DOWGNT the home, See INStIUctions and show Mat person's name, 21 Circulation costs (difference between regular taxcgd AMT) . 21
identifying no., and address B 22 Longterm contracts (difference between AMT and 22
_____________________________________ 23 Mining coats (difference between regular tax and - 23
3':3}’"1 ____________________________________ 24 Research and experimental costs (difference between 24
interest 929% 42 Points not reported to you on Form 1088, See nstructions for special ruies 25 Income from certain installment sales before January 1, 19 25
deduction may 13 Morigage insurance premiums (see mstructions) . 26 Intangible driling costs preference | 26 |
m[;& 14 Investment interest. Attach Form 4852 # required. (See rﬁh’uc‘lions] STMT 7 [4a 332, 27 Other adjustments, including income based related adj = =]
_ 15 modEnes 10throughtd - |15 6.,038. 28 Alternative minimum taxable income. Gambine liggf 1 through 27. W maried filing separatety and line 28 i
Gifts to 18 Gmwmﬂnrmnwum&mygﬂmtzsunrm seeinstructions |16 1'? 225. more than $246,250, see instructions) ... 28 448,229,
Charity 17 Other than by cash or check. If any g#t of $250 or more, see instructions. IPa't | Altemative Minimum Tax (A
I you made a You must attach Form 8283 i over $500 BEL 4,332, 29 Exemption. (If you were under age 24 at d of 2015, see instructions.}
%;Tma 18 Carryover from prioryear IF your filing status is. AND line 28 iz not over.. N enter on line 28..
See NSTUCTONS. 10 Add nes 16 thiowgh 18 19 22,217. Single or head of household 40 $119,200
Casualty and Married filing jointly or qualifyi owier) 158900 . Bjgoo U
TneftLoSS2S oo casualty or theft loss(es). Attach Form 4884 (Sesinstructions) oo |20 Married filing separately 7 ... 78,450 STMT 1 20 11,068.
Job Expenses 21 Unreimbursed employves expenses - ol travel, union dues, job education, ete. If line 28 ia over the amoygfshown above for your filing status, see instructions.
and Certain Attach Form 2108 or 21068-EZ # reguired. (See nstructions.) s A0 Subiact ine 23 from ine 25, than =m0, g0 10 Ine 31§ 270 oF s, enter -0- hene and on ines 39, 33, and 35, and | =0 | 437,161,
Hismeaneous L a1 * If you ars fiing Fggffl 2555 or 2556-E7, se= instructions for the amount to enter.
o4 * | you report pital gain distributions directly on Form 1040, ine 13; you reported qualified di
- f . i i 5
e — - e o s g o o 1 07 S D 10 10,948
23 Other expenses - nvestment, sarfemwsit Dox =i Lﬁm'PE Eﬂﬂ alm-lﬂ I‘ * All othdfs: If line 30 iz $185,400 or leas ($82,700 or less if mamied filing separately), multiply line 30 by £l = -
FROM F-1 - COMPASS 26%:4076). Othenwize, muitiply line 20 by 28% (.28) and subtract $3,708 ($1,854 if married fiing
Iy} from the result.
466. az mative minimum tax foreign tax credit (see instructions) 15.
24 Aodimes 21 thiough 25 ) 58, entative minimum ta. Subtract line 32 from ine 31 108,931.
25 Enteramount from Form 1040, line 38 ) I 476,440, Add Form 1040, line 44 [minus any tax from Form 4972}, and Form 1040, line 46. Subtract from the rezult any
28 Multiply ine 25 Dy 206 [.02) 9 529, foreign tax credit from Form 1040, ine 48. If you used Sch J to figure your tax on Form 1040, line 44, refigure \
27  subtract Ene 26 from line 24. Ifin"’asrmremanme"et enter 0 B a7 D . that tax without uzing Schedule J before completing this line (see instructions) 34 - 110, 635.
35 AMT. Subtract line 34 from line 33 If zero or less_enter 0. EnterhereandunFumﬂMB line 45 35 0.




AMT, now what?

 Marginal ordinary income rate?

 Marginal capital gain rate?
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AMTexemption

e Now permanently patched

e Phase-out zone

e Every S4 of income reduces AMT exemption
by S1

RELATIONSHIPS | built on results

ernational www.armcpa.com




A RIM

AMTexemption

Increase in AGI Decrease in AMT Tax Rate (B) Exemption | Effective
Exemption % (C=A*B) %(B + C)
(A)

Income by $1 by .25c 28% 7% 35%

Income by $1 by .25c¢ 28% 7% 35%

Income by $1 by .25c 28% 7% 35%

Income by $1 by .25c 28% 7% 35%

Total change $4 $(1) 28%
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Capital gain rate

e Adjusted gross income of S300k

e Taxpayer realizes $10k of long-term capital
gain

e Marginal capital gain rate?
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-term gain

15.0% Capital Gain Tax

3.8% Medicare Tax

7.0% AMT Exemption Phase-out
25.8%
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Accelerate Income

e Accelerate income into current year

e Typically taxpayers want to defer income

e Current rate is 28% (35% in phase-out zone)

e Future rate 39.6% or more?
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Case study

e Greg’s current income is S525k

* Greg has $400k of options that he could
exercise

e Greg will retire within the next few years

e Disclaimer: Does not consider fluctuations in
stock price.

RELATIONSHIPS | built on results

Internatianal www.armcpa.com




50k Increase

e Exercise shares to increase income by $50k

Baseline Exercise
$50k

e

l Wages 525,000 575,000 |
152,766 — 138,316 = Total Income 525,000 s75000

Total Adjustments 0 0

14,450
| Adjusted Gross Income 525,000 575,000
Personal Exemptions 1] [

Itemized Deductions:

Charitable Contributions 21,000 21,000
Taxes 38700 38,700
14,450/5 0,000 = Interest Expense 5,600 5,500
Misc & Employee Business Expense 5,500 4,500
3% AGIFloor 5,453 -7,953
% -

2 8 . 9 (o) Total temized 64,347 61,847
Standard Deduction 12 500 12,800
Total Deductions from AGI 64,347 61,847
|Tuﬂ:|le Income 460,653 513,153

Regular Tax:
Schedule or Table Tax 128,528 149,124
Appropriate Regular Tax 128,528 149,124

i ini 7328 132 I

High Income HI, Medicare & Other Tax 2475 2525
|Tntd Federal Taxes 138,316 152,766
Withholding & Estimated Tax Payments -109,050 -10G,080
Total Payments -109,090 -109,080
Net Federal Tax Due 29,226 43,676
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Case study

e Current Marginal vs Highest Bracket at
Retirement

Marginal Rate 28% 39.6% or more?
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AMT chart

4000
o | Marginal Individual AMT Tax Rates End of AMT*
35.0% -
2.5% | Avoid The ATE::}?;?E
oo | Defer/Spread AMT “Bump” Herel
Income Here! Zone!
IT5%H
— |ndividual
IS.0% '|.|.|.|.|.|-|-|I-|-|u|-|-|-|-|.||||||||||||||||.|.|-|-|-|-|u|-|-|-|-|.|.|.|.|.|.|.||||.|.|.|.| TOHTII] 1w araen IR RIS W
#SEBEBBEESEEEE58SEEEEEESSEEEEECEEE2582888¢E¢E
EEELEEFERPEEEEEL CEREEEEERLE EREEELIEEEREEE
A0.0%
. Marginal MFJ AMT Tax Rates End of AMT*
35.0% -
32.5% Avoid The ATEEIErEtE
Defer/Spread (Bigger) AMT “Bump” neeme
0.0% - Herel
Income Here! Zone!
il - - . {c] Michael Kitces,
AEEEEEEEEE885C5585558868¢868&¢ 586§ 868&8&8::;88¢¢:3%
CE et L FEE R L E L LR LR R e
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Big iIncome year

e Luke is leaving his employer and will have a large
iIncome year

e Luke will not be in AMT due to large income
e Income will be reduced in the following year

e State income taxes often under-withheld

FMY x Shares Exercised; 542 993 81

Less Tolal Oplion Exercise Price; {55,754 24)
Exercize Gain 37,239 57
Taxable Compensation: §$37.239.57

Tax Information

Jax % Taxes Due

D H 25,0000 : 58,302 89

I OH 35000 % $1,303.38
TEUR) &, $530.35

Tetal Tax Amount: $11,544.22
“FMV is calculated according to the Company’s Plan
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State payment

2015 Ohio 2015 Ohio
Balance Balance
Due Paid Due Paid
in 2016 in 2016
Income:
Wages 500,000 500,000
Interest & Dividends 10,000 10,000
Total Income 510,000 510,000
Total Adjustments 0 0
| Adjusted Gross Income 510,000 510,000
Personal Exemptions 0 0
o o T | . by Ohio balance
TETEST CRPENSE T 000 T 000 due of $7.888
Wisc & Employee Business Expense 1,800 1,800 S ’
3% AGI Floor -6,003 -5,003
Total temized 22,797 30,685
Standard Deduction 12,600 12,600
Total Deductions from AGI 22,797 30,685
| Taxable Income 457,203 479,315
Regular Tax:
Schedule or Table Tax 138,848 135,725
Appropriate Regular Tax 138,648 135,725
Met Atternative Minimum Tax o 7
High Income HI, Medicare & Other Tax 2 550 2,545
| Total Federal Taxes 141,398 138,277
Withholding & Estimated Tax Payments -141 358 -141 358
Total Payments -141,358 -141,358 Federal Savings
of $3,121
Net Federal Tax Due 0 =321
~39.6%
Resident State Tax 22 838 22,888
Resident State Estimated & WiH -15,000 -22,888
| Net Resident State Tax Due 7,688 0

RELATIONSHIPS | built on results

www.armcpa.com



Next year

° | . I I b 2015 Ohio 2015 Ohio
Balance Balance
ncome wi e Dalance Dalance
d in 2015 in 2016
O W n Income:
Wages 250,000 250,000
Interest & Dividends 10,000 10,000

Total Income 260,000 260,000

e Tax deduction rota Adjustments ) )
would be large [Esiusted Gross income ag00 Zongoo]

Personal Exemptions 8,100 8,100
ions: : f by Ohio balance
Taxes 10,385 13,283
. Interest Expense 12,000 12,000 due of $7,888

® Re C I p e O r A IVI T Mizc & Employee Business Expense 5,800 5,800
3% AGI Floor 1] ]

Total ltemized 29,195 37,083

Standard Deduction 12,600 12,600

° IVI ay g Et I itt | e O r. Total Deductions from AGI 37,295 45,183
| Taxable Income 222,705 214,317 |

no benefit for equter 1o

t Schedule or Table Tax 49 343 47 134

a Xe S Appropriate Regular Tax 49,343 47,134
I Net Alternative Minimum Tax 0 1 293_'

High Income HI, Medicare & Other Tax 106 95

| Total Federal Taxes 49,449 48,527 |

Withholding & Estimated Tax Payments -45 445 -45 445

Total Payments -45 445 -49 449

Federal Savings

It Federal Tax Due 0 222 ] of $922

~ (v)
Resident State Tax 10,295 10,295 11.7%
Resident State Estimated & WiH -10,395 -10,395
| Het Resident State Tax Due 0 o]
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Timing of deductions A

e When making large itemized deduction
payments (S&L tax, RE tax, charitable, agent
fees, etc) be sure to run a tax projection and
consider multiple years
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Pease limitation

e The Pease limitation on itemized deductions is named
after former Congressman Donald Pease (D-OH)

— Reduce the itemized deductions allowed by the lesser of
— (AGI - threshold) * 3% or
— Nonexempt Itemized Deductions * 80%

e The threshold amount is indexed for inflation, but the
2016 amounts are listed below based on the
taxpayer’s filing status:

— Single: $259,400
— Head of Household: $285,350
— Married Filing Jointly: $311,300
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Pease limitation

Adjusted Gross Income $6,191,000
Married Filing Joint Threshold $311,300
Excess $5,879,700
Rate 3%
Pease reduction $176,391
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Pease limitation

Baseline J00k
Charitable
e Federal

Income:
. Wages ,000,000 6,000,000
S a VI n S O Interest & Dividends 106,000 106,000
Capital Gains & Losses 85 000 85 000
nJ 1 8 6 % Total Income 6,191,000 6,191,000

[ ]

Total Adjustments 0 1]

d U e t O [Adjusted Gross Income 6,191,000 6,191,000
P e a S e Personal Exemptions 0 0

ltemized Deductions:

° . ° Charitable Contributions ] 300,000
Imitation Taxes 20,000 30,000
3% AGI Floor -24 000 -175,381
Total kemized 6,000 153,609
Standard Deduction 12 600 12,600
Total Deductions from AGI 12,600 153,609
| Taxable Income 6,178,400 6,037,391
Regular Tax:
Schedule or Table Tax 2,352 313 2336473
Alternative Capital Gaing Tax 2,362,913 2,307,073
Appropriate Regular Tax 2,362,913 2,307 073
High Income HI, Medicare & Other Tax 55,008 59,008
| Total Federal Taxes 2421,9H 2,366,081
Withholding & Estimated Tax Payments -2421 5921 -2.421521 Federal Savings
Total Payments -2.421,921 -2,.421,921 Of 555'840
~18.6%
| net Federal Tax Due 0 -55,340|
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Pease limitation

Baseline 300k
Charitable
e Make
. . Income:
CO n t r| b u t | O n Wages 3,000,000 3,000,000
Interest & Dividends 106,000 106,000
i n I Owe r Capital Gains & Losses 85,000 85,000
. Total Income 3,191,000 3,191,000
I n CO I I l e yea r' Total Adjustments 0 0
| Adjusted Gross Income 3,191,000 3,194,000)
Personal Exemptions 0 0
temized Deductions:
Charitable Centributions o 300,000
Taxes 30,000 30,000
3% AGI Floor -24,000 -85,351
Total ltemized 6,000 243,609
Standard Deduction 12,600 12,600
Total Deductions from AGI 12,600 243,609
| Taxable Income 3,178,400 2,947,391)
Regular Tax:
Schedule or Table Tax 1,204,313 1,112,833
Alternative Capital Gains Tax 1,174,913 1,083,433
Appropriate Regular Tax 1,174,913 1,083,433
High Income HI, Medicare & Other Tax 32,008 32,008
Total Federal Taxes 1,206,921 1,115,441' .
Federal Savings
Withholding & Estimated Tax Payments -1,206,921 -1,206,921
g ¥ — e ——mee of $91,480
Total Payments 1,206,921 -1,208,921 ~30.5%
| Het Federal Tax Due 0 -91,480]
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Bunch deductions

Baseline 00k Another
Charitable 300k
e  Make two years of
contributions in one  Income:
ear Vages 3,000,000 3,000,000 3,000,000
y Interest & Dividends 108,000 106,000 106,000
Capital Gains & Losses 85,000 85,000 85,000
A The additional $300k Total Income 3,191,000 3,191,000 3,194,000
saves 39.6% Total Adjustments 0 0 0
| Adjusted Gross Income 3,191,000 3,191,000 3,191,000]
e Also consider Personal Exemptions 0 0 0
Contrlb.Utlng Itemized Deductions:
appreciated LTCG Charitable Contributions 0 [ 00,000 500,000 |
stock Taxes 30,000 30,000 T0,000
3% AGI Floor 24,000 85,391 85,391
Total ltemized 6,000 243,609 543,600
Standard Deduction 12,500 12,500 12,500
Total Deductions from AGI 12,600 243,609 543,609
| Taxable Income 3,175,400 2,947,391 2,647,391|
Regular Tax:
Schedule or Table Tax 1,204,313 1,112,833 994,033
Alternative Capital Gains Tax 1,174,913 1,083,433 064 633
Appropriate Regular Tax 1,174,913 1,083,433 064,633
High Inceme HI, Medicare & Other Tax 32,008 32,008 32,008
Total Federal Taxes 1,206,921 1,115,441 996,641]
Withholding & Estimated Tax Payments 1,208,321 1,206,321 1,206,321
Total Payments -1,208,921 -1,206 921 1,208,921 Federal Savings

of $118,800

e N YT R YTV | 39.6%
e

I net
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Education planning

 Joe and Sandy are high income earners and pay
$25,000 in tuition fees for their son Ryan (age
20).

e Due to Joe and Sandy’s high AGI, they do not
receive any federal benefit claiming Ryan as a
dependent or any education credit or deduction.

 Ryan is in his second year of college and has
wages of $2,500 and investment income of
$10,000.
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Education planning

e Ryanis subject to kiddie tax. If Joe and Sandy claim
Ryan, Ryan’s federal tax liability would be ~S2k.

Taxand 38 Amount from line 37 (adjusted gross iNCOME) 38 13,453.

Credits 395 Check [_IYou were born before January 2,1951,  [__|Blind. | Total boxes

f‘,‘:;,ﬂgn for - if: 1 Spouse was born before January 2, 1951, [ Isina. checked P 39a

:n ;'3?2:; “;23 | b Iyour spouse itemizes on a separate return or you were a dual-status alien, check here > 39b |:|

38.,".‘;?5‘«?%”&”—‘" Itemized deductions (from Schedule A) or your standard deduction (see left margin) . 40 2,904.

pecamedzcs| 41 Sublractined0fomine3s . |4 10,555.

instuctions. | 42 Exemptions. If line 38 is $154,950 or less, multiply $4,000 by the number on line 6d. Otherwise, see inst. 42 0.
43 Taxable income. Subiract line 42 from line 41. If line 42 is more than line 41, enter-0- 43 10,555,
44 Tax Checkifanyfrom:  al_|Form(s)8614 b[_ JFomagrz e[ 1 44 2,008.
45 Alternative minimum tax. Aftach Form 6251 45

;WI;I‘::HS? 46 Excess advance premium tax credit repayment. Attach Forms®62 | 46

Maredfing | 47 AddInesd44,45,end46 > | 47 2,008.

e By Joe and Sandy NOT claiming Ryan:
— Ryan is not allowed to claim himself, BUT....

— Ryan could take the nonrefundable education credit on
his return resulting in no federal tax liability.
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Tax and

Credits

Standard
Deduction for -

® Pecple who
on line 3%a or

beclaimedas a
dependent, see
instructions.

® All others:
Single or
Married filing
separately,
$6,300
Married filing
jointly or
Qualifying
widow(er),
£12,600
Head of
household,
$9,250

check any box —

3% OFwhe can——

38 Amount from line 37 (adjusted gross income) _. e | 3B 13,459.
39a Check |:| You were born before .Janual],r 2 1951 |:| Blind. } Total boxes
if: |:| Spouse was born before January 2, 1951, |:| Blind. checked P 39a

b If your spouse itemizes on a separate return or you were a dual-status alien, check here >3 | |
40 Iltemized deductions (from Schedule A) or your standard deduction (see left margin) 40 2,904.
41 Subtractined0fromline38 41 10,555.
42 Exemptions. If line 38 is $154,950 or less, multiply $4,000 by the number on line 6d. Otherwise, see inst. 42 0.
43 Taxable income. Subtract line 42 from line 41. I line 42 is more than line 41, enter-0- 43 10,555.
44 Tax. Check if any from: al_lForms)8s14 p__JFormagz2 e 1| 44 2,008.
45 Alternative minimum tax. Attach FOrm B2 0T 45
46 Excess advance premium tax credit repayment. Attach Form89%2 46
47 Addlines44, 45 and46 | 4T 2,008.
48 Foreign tax credit. Attach Form 1116 if reqwred _______________________________________ 48 136.
49 Credit for child and dependent care expenses. Attach Form2441 49
50 Education credits from Form 8863, ine19 50 1,872.
51 Retirement savings contributions credit. Attach Form&dséo 51
52 Child tax credit. Attach Schedule 8812, if required . B2
53 Residential energy credits. Attach Form569% 53
54 Other credits fromForm: a |:| 3800 b |:| 8601 ¢ |:| 54
55 Add lines 48 through 54. These are your total credits 55 2,008.
56 Subtract line 55 from line 47. If line 55 is more than line 47, enter-0- . . ... ... P | 56 0.
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Selfrental

e Ericarents a building she owns to her dental practice.

Erica has a dental practice and is taxed as an S-Corporation.

e Typically, rental properties are treated as PASSIVE income (and are
subject to the 3.8% medicare tax)

e BUT in this case, since Erica is renting her property to a business
she materially participates in, the rental income is considered
NONPASSIVE.

— Example: Erica’s overall AGI is $450k. She has net rental income of

S30k. By treating the $30k as nonpassive income instead of passive
income, Erica avoids the Net Investment Income Tax of 3.8%
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MFES vs MFJ

 Ohio has same tax bracket whether filing
separately or jointly

e Must file same as Federal

e Joint filing credit
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MFES vs MFJ

For taxable years beginning in 2015:

Ohio Taxable Income

Tax Calculation

0 - 5,200

0.495%

£5,200- 510,400

525.74+ .990% of excess over 55,200

10,400 - 15,650

§77.22+ 1.980% of excess over $10,400

£15,650 — £20,900

$181.17 + 2.476% of excess over $15,650

£20,900 - 541,700

$311.16 + 2.969% of excess over $20,900

£41,700 — $83,350

£928.71 + 3.465% of excess over 541,700

$83,350 — $104,250

$2,371.88 + 3.960% of excess over $83,350

£104,250 - 208,500

£3,199.,52 + 4,597% of excess over 5104,250

More than $208,500

$7,991.89 + 4,997% of excess over $208,500
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MFES vs MFJ

e Consider impact of Medicare Part B premiums

e |f AGI too high, you pay an Income Related Monthly Adjustment
Amount (IRMAA)

If your yearly income in 2014 (for what you pay in You pay
2016) was each
month
File individual  File jointtax  File married & (in
tax return return separate tax 2018)
return
585,000 or less | $170,000 or 585,000 or less 5121.80
less
above 385,000 | above Mot applicable 517050
up to $107,000 | $170,000 up
to 5214,000
above above Mot applicable 524360
5107000 upto | $214,000 up
160,000 to $320,000
above above above 585,000 and 5316.70
5160000 upto | $320,000 up up to 5129000
5214,000 to 428,000
above above above 5129,000 5389.80
5214,000 5428000
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Questions?

e wvasil@armcpa.com

* Direct: 614-545-2049
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