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Five Tax
STRATEGIES
of the Ultra Wealthy
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My guess is if you are reading this , you  probably have  your  
own  business,  but  if not, now  may  be the  time  to  consider  
it,  The  Ultra Wealthy   continue to use their own businesses 
as one as the best ways they have available for them to 
reduce their overall tax liability. And although having your 
own business does not mean you can get out of paying taxes 
completely, as many others may profess, it can be a great 
way to reduce the amount  of tax you would otherwise pay.  

The reason for this is because  you now have the ability to 
convert  what used to be non- deductible personal expenses 
into legitimate tax deductions. Each one of us has many 
reocurring expenses that would otherwise  be personal non-
deductible expenses that often become deductible once you 
are a business owner. Let me share some of these with you.

They use their business
as a tax HavenStrategy #1

Your Home
More and more entrepreneurs 
are now setting up shop in their 
homes. They are taking those 
extra bedrooms and the garage 
and converting them into the 
headquarters  and  shipping  
facilities for their big business. By 
having a home office not only do 
you get to write off the cost of the 
office (depreciation and utilities) 
you also get to write off the cost 

and any furniture and equipment 
that you have to purchase in order 
to facilitate the operations of 
your home based business. based 
upon the cost of your home and 
how expensive your furniture and 
equipment are. This could  result in 
thousands of dollars in tax saving.

Cellular Phone
If you are like over 90% of other adults 

in America you have a cell phone, 
and if you have a cell phone  you also 
know how expensive they can be to 
own and keep activated. But what if 
your phone isn’t just for personal use 
any longer? What if it is also the new 
way for your customers to  get   a  hold 
of you to do business? If this is your 
case, than you are going to be able to 
write off a portion of your cell phone 
as a business expense. This amount 
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will differ based upon facts and 
circumstances,  but  what  if  you were 
able to qualify to write off 50% of your 
$100 bill each month. You could end 
up  saving hundreds of dollars a year 
in taxes.

Automobile
For most people, next to their home, 
the cost of owning and operating their 
automobile  is one of their biggest 
monthly expenses they have. yet unless 
they own a business they will not get  
a  deduction  for  it.  As  a  business 
owner , if you use your vehicle for  
business  use,  you can write  off  that   
portion  as    a  business expense. To 
keep it simple, let’s assume your new 
business requires you to make sales 
calls each month and you end up 
driving a total of 12,000 miles for your 
business during  the year. 

Assuming you  took  the 
standard mileage rate 
for 2018 you would 
be able  to take a 
$6,540  write off on 
your taxes. Now let’s  
assume your tax  rate 
is 37%. You would 
save $2,420.  As you 
can see, the  deductions  
are  getting better! These 
are just a few of  the many 
expenses business owners 
get to  write off that help 
them  reduce  their  annual  tax   
liability. Depending on the facts 

and circumnstances you also may be 
able to write off some of your travel, 
your meals,  your  educational cost, 
your computer expenses, and internet 
costs just to name a few.

In addition to these  standard expenses 
business owners also have a lot more 
flexibility when it comes to setting 
money aside for retirement, which can 
also be a huge tax saver if you have the 
extra money to invest. Let’s look at 
a scenario. Let’s assume you meet all 
of the qualifications for you to make 
the maximum allowable contribution  
to  your  SEP (Simplified Employer 
Pension) for 2018, which is $55,000. 
You make this  contribution  and  thus 
get to ake the  contribution  as  a tax 

deduction. Assuming your tax bracket 
is 37%, you would get a whopping 
$20,350 deduction. Just think, if you 
were to take that money and invest 
it each year for 10 years at 6.5% you 
would have saved up an additional 
$324,525. Now  that  is  a life  changer, 
especially since it was money that 
would have otherwise gone to the 
government. If you have a business, 
or are contemplating setting up a 
business, please make sure you get 
professional advise on how you  can  
best  structure  the  business to limit 
your tax exposure. As you can see  
from the above examples, a few good 
stragedies and a smart investment plan 
can make you hundreds of thousands 
of dollars over time.

Write off, Home, Cellular,  Automobile, Travel, Meals, 
Entertainment, Computer, Internet and more 
expenses on your taxes

They use their business
as a tax Haven
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If you ever have the chance to sit down with an Ultra 
Wealthy person and talk about money, you will find 
that in most circumnstances the person you are 
talking to will be operating  his or her business out 
of multiple entities. Why is this? There are two main 
reasons. First, there is an asset protection benefit 
that comes from using multiple entities to hold your 
assets and your operations; but second, there can be 
a BIG tax savings by using multiple entities to hold 
your assets and your businesses.

Some of the entities used to be Ultra Wealthy and 
the reason why they use these entities are listed 
below:

S Corporations
S Corporations are a great way to save some tax 
dollars if you have an operating business that is 
netting more income than what you would normally 
pay  a  person like yourself in a salary to operate 
the business.  I  will  explain  the  magic  using  the 
following situation. Let’s assume you sell widgets 
online and your income is skyrocketing. You do 
have other employees who help ship out the orders, 
but you are the one who is primarily responsible for 
overseeing the management of the business.

Now let’s  assume that the company is netting 
$110,000 a year and that a fair salary for what 
you are doing for the  business is $60,000. 
Based upon these facts you could pay yourself 
a $60,000  salary from your company and take 
the remaining $50,000 as a distribution,   thus 
allowing  you  to  avoid   Social  Security and 
Medical Care tax on  the $50,000 difference. this  
strategy  alone will save you $7,650 in taxes.  That 
is an extra $122,069 in your pocket if the savings is 
invested at 6.5% over 10 years.

They Understand the Power 
of Multiple Entities

Strategy #2
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S Corporations
Unfortunetly, you cannot save as 
much tax by using a C Corporation 
as part of your planning today as 
you could a few years ago, but they 
can still be a great tool for the right 
person who has the right business 
needs.

Single Member LLC’S
A lot of the Ultra Wealthy are using 
single member LLC’s to hold their 
investments properties in because  
of the asset protection value they 
offer, plus how easy  they  are  to  set 
up and operate. But they can also 

be used for another purpose that 
can save you thousands of dollars 
if you have children under age 18 
and work in your business, you do 
not have to pay Social Security and 
MediCare taxes on their wages. 
This is a saving of 15.3% for you as 
the business owner. Now let’s put 
it into real numbers. Let’s assume 
you have two teenage children who 
work for your business and make 
$6,000 each a year. Between the 
two of them this means they earned 
a total of $12,000 for the year. The 
savings you will get from this 
strategy is $1,836. Yes it is smaller 

than some of the other strategies 
we have talked about but it’s still 
almost $2,000 nonetheless.

Getting the right entity structure 
that works for your business is 
a very  important part of  your  
overall planning. Therefore, it is 
very important you get professional 
advise when it comes  to  figuring 
out what structure will work  best  
for  you and your situation.

If you haven’t noticed by now, being tax smart can result in 
tens, if not hundreds of thousands of extra dollars you will 
be able to have access to during your lifetime. But be aware 
it doesn’t end with  just the money you earn it also carries 
over into the money  you invest. How are your investments 
affected by income taxes you ask? Let me show you. Let’s 
assume you have $50,000 to invest and you have the option 
to put  it into either account where you would pay tax on 
the annual earnings each year or an account where the tax 
would be deffered, thus allowing you to reinvest 100% of the 
earnings  each  year.  If this money were to be invested at 
6.5% for 20 years and your current tax rate was 40% what 
would be the difference?  

The account where you paid taxes each year would have 
grown to $108,936. The tax deferred account would  have  
grown  to  $182,822.  That  is  the difference of almost $75,000.

Are you starting to see how the tax strategies used by the 
Ultra Wealthy allow them to continue to grow and increase 
wealth substaintially over the guy who is losing all of his 
money in taxes? Now you are learning the tax strategies of 
the ultra Wealthy  your ability to create long-term cash flow 
can increase drastically.

So what are some opinions out there for tax free or tax 
deferred investing?

They Invest their money 
in Tax Free or Tax 
Deferred Investments

Strategy #3
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Traditional Retirement
Plans
Traditional retirement plans are 
created to allow you to put money 
aside today and then get tax deferred 
growth, which means you don’t pay 
any tax until you take the money 
out. You also may remember from 
the situation I shared earlier, most 
traditional retirement accounts 
can also be used to get inmediate 
tax deduction, which is an added 
bonus when it comes to overall tax 
savings. Some of the most popular 
retirement plans for small business 
owners are 401 (k)‘s, SEP’s, and 
Simple IRA’s.

ROTH Retirement 
Plans
You now have the option to invest 
your money after tax, but with tax 
free growth. The platform you can 
do this under is either a ROTH 
IRA or a ROTH 401(k). Depending 
on your age and how long you 
expect your money to be invested 
once you hit retirement, a ROTH 
plan can be a great way to create a 
substaintially larger nest egg once 
you retire. Let’s assume you have 
$50,000 to invest and you are trying 
to decide weather to invest it into a 
traditional  account  or  a  ROTH 
account. Your plan is to have the 

money invested for 30 years. If your 
tax rate during retirement were 
40% and you invested the money 
at 6.5% both accounts would grow 
to $349,590, but you  would  still 
owe tax on the traditional account. 
Therefore, the difference would end 
up being $139,836 less using the 
traditional investment rather than 
the ROTH.

Annuities
Depending on your situation, 
annuities can be another great place  
to  put  part  of  your  investment 
money to get a tax deferred return.
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There are a number of different 
types of annuities an they all work 
differently, so if you are looking at 
this as an option, please make sure 
you are getting professional advise

Permanent Insurance
You have probably heard the 
statement, “Buy term and invest 
the difference.” Although for many 
people this can be great advise 
it definetly isn’t great advise for 
everyone and definetly not the 
Ultra Wealthy. Using a permament 
life Insurance policy as part of your 

With current long-term capital gain 
tax rates being half what the ordinary 
tax rates are, this is another strategy 
the Ultra Wealthy use to save them 
millions of dollars. Most of America 
first saw the power of this strategy 
when Mitt Romney was required to 
release his personal tax inofrmation 
prior running for President. Mitt 
became  an  expert  at  this  strategy 
and as a result saved himself millions 
of dollars in taxes.

So how does the strategy work you ask? 
First, you have got to stop thinking 

overall strategy can offer two main 
benefits. First, all of the growth is 
tax free, which means you will never 
have to pay tax on the earnings. 
As you saw earlier, this can result 
into a savings of ten of thousands 
of dollars. Second, you can take 
money out of a permament life 
policy tax free.  What this means is 
if during retirement you have a year 
you have high taxable income, but 
need some additional income, you 
can use your permament life policy 
to provide this income. Pretty cool 
stuff if I do say so myself. You must 

like a worker and start thinking like an 
investor. In order to make this strategy 
work you must buy and hold capital 
assets for a year or more. Let’s give you 
an example. One of your buddies has 
started a new business that he thinks 
will be the next big thing. He  asks 
you to invest $100,000 and tells you 
he expects the company to go public 
before the end of the year. You trust the 
guy and so after completing your due 
diligence you decide to invest. Your 
friend ends up being right and  after  8  
months  the  company does go public 
and the stock triples in value. You are 

always remember though that with 
any good tax strategy the devil is 
in the details, so make sure you are 
getting the right advise as you try 
to implement these strategies into 
your own Prosperity Plan.

in a 40% tax bracket. If you decide to 
sell the stock prior to owning it for a 
year, you will end up paying $80,000 
on your $200,000 gain. If you wait for 
just four more months and hold the 
stock for  a year you can cut what you 
owe down to just $40,000. Do you see 
how Mitt Romney who was dealing 
with hundreds of millions of dollars 
was able to save so much tax? Taxes are 
something you must consider when 
investing, because your effective tax 
rate will definetly have a major affect 
on your earnings.

They Understand the 
Power of Long-term 
Capital Gain Tax rates Strategy #4
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Pay your spouse a wage 
and contribute the 
earnings to
retirement
As with all tax advise, please remember  
there  must  be  a business  reason 
behind this strategy and not that 
you are just trying to save taxes. That 
being said, for most of you finding a 
business reason to do this won’t be 
that hard. This is how it works. Your 
wife has some free time between being 
a mom and taking care of the other 
million responsabilities she has. You 
decide to hire her to help manage 

your bookkeeping. You hire her on for 
$25,000 a year. Now let’s assume you 
have a 401(k) plan set up, which is 2018 
allows her to contribute $18,500 of her 
earnings into the retirement plan. As 
a result of doing this you will have to 
pay into retirement, but assuming you 
are in the 40% tax bracket you wil save 
a net of just over $3,000 by using this 
strategy.

Spread income amongst 
family members
Let’s assume that mom and dad are 
in a 37% tax bracket, but they have 
two grown children who work for 

the business who are currently only 
in the 12% tax bracket. As a result of 
the kid’s low income, the parents find 
themselves  often having to subsidize 
their children’s monthly expenses out 
of their own after tax money. Now 
let’s assume that rather than doing 
this, mom and dad decide to give 
each child more  responsibility  in  the 
company and therefore pay each child 
an addition $20,000 in wages. Due to 
the 25% difference in the tax brackets 
between the parents and the kids, this 
strategy can save the family $5,000, 
which translates into more spendable 
income.

They Understand 
How to Maximize the 
Family Structure

Strategy #5
I mentioned one of the family tax strategies earlier 
when I talked about the ability of saving almost 
$1,000 per child by paying your children out of your 
single member LLC, but this is not the only strategy. 
Let’s consider a few others, to help you save more 
money with your own tax situation.
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Let’s Get
Started
By now I’m sure you are starting to understand the power of good tax planning and the power 
of implementing good tax strategies. To find out which of these strategies will work best for your 
individual situation, please feel free to contact our office.
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Contact Us
Phone: 844-455-0500
Fax: 844-660-6100
Email: support@etrendsgroup.com
website: www.etrendsgroup.com


