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There are still many tax and financial planning opportunities available for 2016 and even 
more for 2017. Many of these you may not have considered or even knew about. There 
are all of the common suggestions such as to defer income to a later year and accelerate 
deductions to 2016. These can have merit but tax rates keep going up (may have to wait 
and see on this under Trump directives to lower tax rates) so the taxpayer really has to 
consider if these traditional suggestions are the best. If you need more thoughtful input 
then consider some of the suggestions below. First, I am sure you have seen the latest 
humorous proposal for a tax return: 
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❖ “Government’s view of the economy could be summed up in a few short phrases: 
              If it moves, tax it. If it keeps moving, regulate it. If it stops moving, subsidize it.” 
              Ronald Reagan 
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Background: 

o Ordinary federal and state tax rates that include social security taxes, 
Medicare, Obamacare and itemized deduction phase-outs often result in 
total tax rates as high as 63% in States such as CA/HI/NY and almost as 
high in many others. 

o Capital gains rates are high too but can be limited to about ½ or less of the 
ordinary tax rates. 

Key Points: 

o Set up deferred compensation plans (employee or independent contractor) 
to shelter “unlimited” income to the future while earning interest on it in 
the meantime. This is on top of any pension plans including 401K plans 
you may have or implement. 

o Effectively sell your corporate or business assets that would normally be 
at ordinary rates at capital gain rates instead with proper structuring 

❖ “You must pay taxes. But there is no law that says you gotta leave a tip”. 
             Morgan Stanley advertisement 

o Protect and insulate your assets from divorce, judgments and bankruptcy 
by restructuring your property titles and holding your assets in the correct 
entity and jurisdiction. 

o Reduce your estate and inheritance taxes utilizing family partnerships, 
limited liability companies (LLCs) and dynasty trusts 



o Minimize your overall federal and state income tax rates by utilizing other 
States or jurisdiction without necessarily moving to that State or 
jurisdiction. 

o Acquire domestic and foreign annuities or life insurance policies for 
reduced income, estate taxes and the management of financial risk                                         
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❖ “Be thankful we’re not getting all of the government we’re paying for”. 
             Will Rogers 

o Initiate your own foreign insurance company or become a member of an 
established one to manage your business risks while paying and deducting 
premiums to your own company. 

o Initiate targeted and tax sensitive joint ventures of LLCs to minimize your 
combined taxes with key venture partners. This planning point is highly 
underutilized and can provide some of the most interesting benefits. 

❖ “I’m proud to pay taxes in the US; the only thing is, I could be just as proud for ½  
the money”. 

           Arthur Godfrey 

o Consider an employee stock option plan/trust or ESOP when selling your business 
to minimize or eliminate current taxes. 



o Remember that some businesses and real estate transactions can qualify as 
Section 1031 tax deferred exchanges which means there is no current taxes to pay 
on the sale 

o Consider acquiring different types of tax credits from willing sellers to reduce or 
eliminate your tax liability. 

o Charitable Remainder Trusts (CRTs) are also an under-utilized planning tool 
especially if used with your family foundation or a favorite charity. The CRT can 
eliminate taxes on the sale of your business or the sale of valuable stock/capital 
gain or ordinary income-type assets and deliver a generous charitable tax 
deduction as well. 

The above tips and any other guidance should only be considered and implemented with 
your tax advisor as every circumstance is different. 

Steve can be contacted at sdrake@optimafr.com or 928-899-2244. Visit the Company 
website at www.optimafr.com. Steve has PhD in Finance, MS in Tax and BS in both 
Finance and Accounting. He has 40 years of diversified professional consulting 
experience. He works with clients, CPA’s and attorneys everywhere. 

* All of these professional designations except the CFP®, are conferred by the American 
Institute of Certified Public Accountants. CFP®is a professional designation for a 
Certified Financial Planner, PFS is Personal Financial Specialist and CGMA is a 
Chartered Global Management Accountant. 
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