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Introduction to Taxable Income

Taxable income refers to the amount of income that is subject to taxation. It includes income from
employment, investments, and self-employment. Understanding taxable income is essential for individuals to
navigate the complexities of personal finance and taxation.

Taxable income includes employment income, investment income, and self-employment income.
However, it does not include gifts, inheritances, and certain types of scholarships. It is crucial to
understand what constitutes taxable income to accurately calculate tax liability.

What is Taxable Income?

Calculate your taxable income based on the following scenario:
* You have a part-time job that earns $10,000 per year

* You have investment income of $2,000 per year
* You have self-employment income of $5,000 per year
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Online Tax Calculators

Online tax calculators are digital tools that simplify the tax filing process by calculating taxable income and
identifying tax deductions and credits. They use algorithms and tax laws to provide accurate calculations and
minimize tax liability.

Online tax calculators ask for income and expense information, use tax laws and algorithms to calculate
taxable income and tax liability, and identify eligible tax deductions and credits. They are a valuable
resource for individuals to navigate the complexities of taxation.

Group Task:

Research and compare different online tax calculators (e.g. TurboTax, H&R Block)

* What are the features and benefits of each calculator?
¢ Which calculator is most suitable for your needs?

Tax Deductions and Credits

Tax deductions and credits are expenses or amounts that can be subtracted from taxable income to reduce
tax liability. Understanding tax deductions and credits is essential for individuals to minimize their tax liability.

Tax deductions reduce taxable income, while tax credits reduce tax liability. Examples of tax deductions
and credits include charitable donations, medical expenses, and education credits. It is crucial to
understand what constitutes tax deductions and credits to accurately calculate tax liability.

© 2024 Planit Teachers. All rights reserved.



Tax Planning Strategies

Tax planning strategies involve minimizing tax liability by taking advantage of eligible tax deductions and
credits. Understanding tax planning strategies is essential for individuals to achieve their financial goals.

Tax planning strategies involve deferring income, accelerating deductions, and using tax-loss harvesting.
Examples of tax planning strategies include contributing to a retirement account, donating to charity, and
investing in tax-efficient investments. It is crucial to understand what constitutes tax planning strategies to
accurately calculate tax liability.

Individual Reflection:
1. What is the most surprising thing you learned about taxable income and online tax calculators?

2. How will this learning change your actions in the future?
3. What questions do you still have about taxable income and online tax calculators?

Activities and Questions

Answer the following questions:

1. What is taxable income, and how is it calculated?

2. What are the benefits and limitations of online tax calculators?

3. What are tax deductions and credits, and how can they reduce tax liability?
4. What are tax planning strategies, and how can they minimize tax liability?
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Tax Planning for Small Business Owners

As a small business owner, it is essential to understand the tax implications of your business structure, income,
and expenses. This section will provide an overview of tax planning strategies for small business owners,
including the importance of record-keeping, deductions, and credits.

Example: Sole Proprietorship vs. LLC

Compare the tax implications of operating as a sole proprietorship versus an LLC. Consider the differences in
self-employment tax, business expense deductions, and liability protection.

Group Task:

Research and discuss the tax implications of different business structures (e.g. sole proprietorship,
partnership, LLC, corporation)

e What are the advantages and disadvantages of each structure?
e How do tax laws and regulations impact each structure?
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Tax Credits and Deductions for Individuals

Tax credits and deductions can significantly reduce an individual's tax liability. This section will provide an
overview of common tax credits and deductions available to individuals, including the Earned Income Tax Credit
(EITC), Child Tax Credit, and mortgage interest deduction.

Case Study: EITC Eligibility

A single mother with two children earns $30,000 per year. Determine her eligibility for the EITC and calculate the
credit amount. Consider the impact of other tax credits and deductions on her overall tax liability.

Individual Reflection:

1. What are some common tax credits and deductions available to individuals?
2. How can tax credits and deductions impact an individual's tax liability?
3. What are some potential pitfalls or limitations of tax credits and deductions?
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Tax Planning for Retirement

Tax planning for retirement involves considering the tax implications of retirement accounts, such as 401(k) and
IRA accounts. This section will provide an overview of tax planning strategies for retirement, including the
importance of tax-deferred growth, required minimum distributions (RMDs), and Roth conversions.

Example: Traditional IRA vs. Roth IRA

Compare the tax implications of contributing to a traditional IRA versus a Roth IRA. Consider the differences in
tax deductions, tax-deferred growth, and withdrawal rules.

Group Task:

Research and discuss the tax implications of different retirement accounts (e.g. traditional IRA, Roth IRA,
401(k))

e What are the advantages and disadvantages of each account type?
e How do tax laws and regulations impact each account type?
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Tax Audits and Disputes

Tax audits and disputes can be a stressful and complex process. This section will provide an overview of the tax
audit process, including the different types of audits, audit triggers, and taxpayer rights.

Case Study: Tax Audit

A taxpayer receives a notice of audit from the IRS. Determine the best course of action, including responding to
the notice, gathering documentation, and negotiating with the IRS.

Individual Reflection:

1. What are the different types of tax audits?
2. What are some common audit triggers?
3. What are taxpayer rights during an audit?
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International Taxation

International taxation involves considering the tax implications of foreign income, assets, and activities. This
section will provide an overview of international tax concepts, including foreign tax credits, foreign earned
income exclusions, and reporting requirements.

Example: Foreign Tax Credit

A U.S. citizen earns income from a foreign employer. Determine the eligibility for the foreign tax credit and
calculate the credit amount. Consider the impact of other international tax concepts on the taxpayer's overall
tax liability.

Group Task:

Research and discuss the tax implications of international activities (e.g. foreign income, foreign assets,
foreign tax credits)

e What are the advantages and disadvantages of international taxation?
e How do tax laws and regulations impact international activities?
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Tax Planning for Estates and Trusts

Tax planning for estates and trusts involves considering the tax implications of estate and trust income, assets,
and distributions. This section will provide an overview of tax planning strategies for estates and trusts,
including the importance of estate tax returns, trust tax returns, and distribution planning.

Case Study: Estate Tax Return

An estate executor must file an estate tax return. Determine the best course of action, including gathering
documentation, calculating the estate tax liability, and making distributions to beneficiaries.

Individual Reflection:

1. What are the tax implications of estate and trust income?
2. What are some common estate and trust tax planning strategies?
3. What are the advantages and disadvantages of different estate and trust structures?
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