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Total Income

Adjusted Gross Income

“Above the Line” Deductions
• IRA contributions

• HSA contributions

• SE Tax

• SE Health Insurance

• SEP-IRA/Solo 401k 
ContributionsTaxable Income

Standard/Itemized Deductions

Ordinary income Qualified Dividends/Long-Term Capital 
Gains

Qualified Business Income Deduction

Taxes

● Wages
● Taxable Interest
● Ordinary Dividends
● Taxable IRA 

Distributions
● Taxable Social Security
● Short-Term Capital 

Gains
● Business Income 

(Schedule C)
● Rental, Royalty, 

Partnership, S-Corp 
(Schedule E)



Taxes and Credits
• Taxes

• Income taxes

• Other Taxes

• Alternative Minimum Tax (AMT)

• Self-employment tax

• Additional Medicare tax

• Net Investment Income Tax

• Credits

• Non-refundable – reduce tax bill to 
zero

• Foreign Tax Credit

• Child tax credit (mostly)

• Dependent Care Expenses 

• Refundable: reduce tax bill below zero

• Earned Income Tax Credit

• ACA Premium Tax Credit

• American Opportunity Credit 
(partial)





Marginal rate = Rate of 
tax on last dollar of 

ordinary income



Average rate = Total tax/Total Income



Effective rate = Total tax/Taxable Income





Tax-Exempt Yield = 2% Tax Equivalent Yield

10% 2.2%

12% 2.27%

22% 2.56%

24% 2.63%

32% 2.94%

35% 3.08%

37% 3.17%

Tax-Equivalent Yield 
=

Tax-Exempt Yield
(1-Tax Rate)





Social Security – anywhere between 0-85% of 
benefit is taxable, depending on income



















• Did we know about these accounts? 
• If there is significant interest coming from a bank, is that an indication 

that there are large amounts of cash potentially sitting unproductive?







• Did we know about the business?
• Liability protection?
• Are there opportunities for 

retirement plan contributions?
• Are there opportunities for other 

deductions, like self-employed 
health insurance? 

• Did we know about these entities?
• Are rental properties productive/cash flow 

positive?
• Potential depreciation recapture upon sale 

of rental properties
• Liability protection?
• Estate distribution ramifications










