Smart Tax Strategies
for Small Business

Owners in 2025:

Save More, Grow
Faster, and Plan
Smarter

Taxes are one of the largest expenses for small
business owners. Every dollar saved in taxes is
a dollar you can reinvest into growing your
business, securing your family's future, or
building long-term wealth.

This guide is your blueprint for taking control of
your tax strategy in 2025 and beyond.

@ by Charles P. Taylor
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Why This Matters

Taxes are one of the
largest expenses for
small business owners.

Every dollar saved in
taxes is a dollar you can
reinvest into growing_your

business, securing your
family's future, or building
long-term wealth.

This guide is your
blueprint for taking
control of your tax
strategy in 2025 and
beyond.

Unlock the Value Inside

What Youll Learn

How to leverage 2025's
tax opportunities for
maximum savings.

Mistakes to avoid when
planning for taxes and
retirement.

Why integrating tax
strategies with life
insurance and secure
funding solutions can
safeguard your financial

future.
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Your Takeaway

By applying the
strategies in this guide,
you can position your
business and family for
long-term success while
keeping_more of what

you earn.

Let's dive into how you
can save more and plan
smarter.
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The Big Opportunity in 2025

Low Tax Rates

In 2025, tax rates are at
historically low levels.

This presents a golden
opportunity to reduce
your taxable income
strategically.

Acting now allows you
to lock in these rates
before potential

changes in the tax code.

Year

1945
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1980

2000

2025
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Inflation Adjustments

While inflation raises the

cost of goods, it also
expands tax brackets.

This means more of

your Income can PasSsS

through lower brackets,

InCreasing your savings
potential.

Don't miss out on using
these brackets to your
advantage.

Historical Tax Rates Comparison
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Upcoming Changes

Tax laws are subject to
change. Extensions to
the Tax Cuts and Jobs
Act or new tax
legislation could shift
your planning
landscape.

Start planning now to
stay ahead and
capitalize on these
opportunities.

Top Federal Tax Rate

94%

01%

70%

39.6%

37%
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Lisa's Story: Maximizing Tax Brackets

Meet Lisa, a graphic designer who runs her own boutique agency. In 2024, Lisa
withdrew $80,000 in income but left money on the table. She didn't fully take
advantage of her 22% tax bracket, which would have allowed her to withdraw up to
$130,350 at the same rate.

Furthermore, Lisa could have pulled out $197,300 at the current 24% rate,
benefiting from today's low taxes. By limiting her withdrawals, she missed an

opportunity to lower her future tax burden. For 2025, with the help of a tax advisor,

Lisa adjusted her strategy, maximizing withdrawals to optimize her tax savings and
reinvesting the additional income into her business.

Lisa's Tax Savings and Withdrawal Potential

Scenario Income Tax Rate Taxes Paid Net
Withdrawal Applied Reinvestment
Opportunity
Limited $80,000 24% $19,200 $0
Withdrawal

Max 22% $130,350 22% $28,677 $51,673
Bracket

Max 24% $197,300 24% $47.352 $150,000
Bracket

Tax laws are subject to change. Extensions to the Tax Cuts and Jobs Act or hew tax
legislation could shift your planning landscape. Start planning now to stay ahead
and capitalize on these opportunities.
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Tax-Saving Strategies for Business
Owners

Utilize Lower Tax Brackets

Stop thinking minimum, start thinking MAXIMUM!!!

Use voluntary withdrawals or income adjustments to fill lower tax brackets (12%,
22%, 24%). By doing so, you reduce long-term tax liabilities while keeping more of

your money working for you.

Taxable Income Brackets for 2025

Tax Rate Married Filing Jointly Single
10% $0 - $23,850 $o - $11,925
12% $23,851 - $96,950 $11,926 - $48,475
22% $96,951 - $206,700 $48,476 - $103,350
24% $206,701 - $394,600 $103,351 - $197,300
32% $394,601 - $501,050 $197.301 - $250,525
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Roth Conversions: A Smart Move for

2025

Convert your traditional IRA into a Roth IRA to lock in today's low tax rates. This
strategy allows your retirement savings to grow tax-free and eliminates required
minimum distributions (RMDs) during your lifetime. It's a long-term win for

business owners planning for retirement.

Story: John, a freelance software developer, had $150,000 in a traditional IRA. In
2025, he converted $50,000 to a Roth IRA, paying taxes at the 22% rate.

By doing this annually for three years, John ensured his retirement savings would
grow tax-free, saving him $20,000 in future taxes compared to higher rates
expected later.
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The Importance of Timely Roth
Conversions

Why This Matters: If tax rates increase even by 1% in the future, converting now at
today's low rates becomes a critical strategy. For example, if John had waited and
tax rates rose to 25%, the cost of converting his $150,000 would jump by $4.500.
Over time, this could mean losing tens of thousands in additional taxes.

Non Conversion VS Conversion

Traditional IRA Roth Conversion
Initial Balance $150,000 $150,000
Annual Growth Rate (6%) $159,000 (taxable) $159,000 (tax-free)
Tax at Conversion (22%) N7 $33,000
Balance After 20 Years $428,000 (taxable) $428,000 (tax-free)
Tax After 20 Years Higher or Lower than today? Tax-Free

Missed Opportunity: Michael, a small business owner, chose not to convert his
$150,000 IRA. When tax rates increased to 30%, his eventual tax burden grew to
$45,000, compared to the $33,000 he would have paid at 22%.

By delaying action, Michael lost nearly $12,000 and reduced the potential tax-free
growth of his retirement funds. Historical tax rates from the 1980s, when top
federal rates were as high as 70%, show how dramatically taxes can rise.

Convert your traditional IRA into a Roth IRA to lock in today's low tax rates. This
strategy allows your retirement savings to grow tax-free and eliminates required
minimum distributions (RMDs) during your lifetime. It's a long-term win for business

owners planning for retirement.
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Additional Tax-Saving Strategies

| Maximize the QBI
Deduction
The Qualified
Business Income
(QBI) deduction
allows eligible small
business owners to
deduct up to 20% of
thelir business
[glele]ggl=)

Ensure you're taking
full advantage of
this deduction while
it lasts.
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Use Charitable
Contributions
Strategically

Donating to charities

not only supports
causes you care
about but also
reduces your
taxable income.

Pairing charitable
giving with tax
planning ensures
you benefit
financially while

making a difference.

www.charlesptaylor.com

Leverage Life
Insurance
Cash-value life
insurance policies,
such as permanent
life insurance, grow
tax-deferred and
can be accessed
tax-free.

These policies
provide a dual
benefit of financial
protection and
strategic tax savings.
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Strategic Charitable
Giving: Mark's Story

Mark, a 71-year-old small business ownet,
decided to use a Qualified Charitable
Distribution (QCD) strategy. He donated
$10,000 directly from his IRA to his favorite
nonprofit every year, reducing his taxable
Income and meeting his Required Minimum
Distribution (RMD) for the year.

Mark also structured his QCD to fund a life
insurance policy benefiting the nonprofit. This
provided immediate cash to the nonprofit
through the policy cash value while creating a
$100,000 tax-free legacy donation upon his
passing.

By using his IRA for a QCD, Mark created both
an immediate and enduring impact, leaving a
lasting legacy for the nonprofit he cared about.
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Leveraging Life Insurance for Tax-Free
Growth

Tax-Deferred vs. Tax-Free Growth Over 10 Years

Year Tax-Deferred Account Tax-Free Account Cash
Value Life Ins

1 $10,500 $10,500
5 $13,215 $14,025
10 $16,105 $19,105

Single-Payment Funding: By pulling extra money from your IRA or other retirement accounts, you can
make a single payment to fund a life insurance policy. This provides immediate coverage and allows
the policy's cash value to grow tax-free.

Additionally, this strategy ensures the payment does not come out of your normal monthly income,
preserving your cash flow for everyday needs. For example, converting $50,000 from a traditional IRA
and using it to fund a life insurance policy ensures both tax-efficient growth and a secure legacy for
your beneficiaries.

IRA Withdrawal Taxes Paid (22%) Net Amount Life Insurance
Invested Benefit
$50,000 $11,000 $39.000 $500,000
$100,000 $22,000 $78,000 $900,000
$150,000 $33,000 $117,000 $1,200,000

This strategy allows you to transform taxable retirement savings into a substantial tax-free benefit for
your beneficiaries. By pulling extra money from your IRA or other retirement accounts, you can make a
single payment to fund a life insurance policy.

This provides immediate coverage and allows the policy's cash value to grow tax-free. For example,
converting $50,000 from a traditional IRA and using it to fund a life insurance policy ensures both tax-
efficient growth and a secure legacy for your beneficiaries.
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listate Growth Through Life Insurance

Life insurance policies can also increase your estate—tax-free—for your beneficiaries. For example, a
single premium payment of $50,000 might provide a $600,000 tax-free death benefit. This strategy not
only protects your heirs but allows you to spend down your other assets during retirement without
leaving your beneficiaries without a substantial inheritance.

Story: After retiring, Alice used $50,000 from her IRA to fund a single-payment life insurance policy.
This ensured her two children would each inherit a $300,000 tax-free death benefit. During her
retirement, Alice felt secure spending her remaining assets, knowing her life insurance policy
guaranteed a financial cushion for her children.

Alice's IRA and Life Insurance Strategy

Amount Description

Initial IRA Balance $600,000 The total amount in Alice's IRA before
making a single premium payment
for life insurance.

Life Insurance Premium ($50,000) The amount withdrawn from the IRA
to fund a single-payment life

insurance policy.

Remaining IRA Balance $550,000 The remaining amount in the IRA
after funding the life insurance policy.

Life Insurance Death Benefit $600,000 The tax-free death benefit provided
to her children, ensuring financial
security for her heirs.

Key Takeaways:

1. Tax-Free Estate Growth:

o By withdrawing $50,000 from her IRA and funding a life insurance policy, Alice created an
additional $650,000 tax-free for her beneficiaries.

2. Spend Down with Security:

o Alice converted a portion of her remaining $550,000 IRA balance into a lifetime income annuity,
guaranteeing a steady income stream for the rest of her life. This allowed her to confidently
spend down her assets, knowing she had a reliable source of income to cover her retirement
expenses. Meanwhile, the life insurance policy ensured her children would inherit a $650,000
tax-free death benefit, securing their financial future.
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Mistakes to Avoid

Ignoring the SECURE Act

The SECURE Act changed how retirement
accounts are taxed upon inheritance.
Without proper planning, your beneficiaries
could face significant tax burdens. For
example, leaving a $1 million IRA to heirs
could result in higher taxes due to required
withdrawals within 10 years.

Neglecting Life Insurance and
Annuities

Life insurance and annuities can address
tax challenges while providing financial
security. Overlooking these tools leaves
your wealth vulnerable to market volatility
and unexpected expenses.

Missing Out on Inflation-Driven
Bracket Expansions

Failing to adjust your income or
distributions to align with inflation-adjusted
brackets can lead to missed savings
opportunities. Proper planning ensures you
maximize these expanded brackets each
year.

Overcontributing to Taxable
Accounts

Adding excessive amounts to taxable
accounts without exploring tax-
advantaged options like Roth IRAs or
permanent life insurance can limit your
savings potential. Diversify to reduce tax
exposure.

Story: Carla, a bakery owner, didnt consider life insurance as part of her tax
planning. When a major market downturn occurred, she faced challenges
accessing funds as lending dried up. Without the liquidity needed to cover her
operating costs, Carla was forced to close her business.

In contrast, Angela, another business owner, had a permanent life insurance policy
with cash value. During the same downturn, Emily accessed the cash in her policy
to cover expenses, stabilize her operations, and even expand her market share
while competitors struggled. This strategic advantage allowed Emily to grow her
business during a time when many others faltered.
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Why Life Insurance and Annuities Are

l.ssential

Income Protection Tax-Free Growth

Annuities provide
guaranteed income
streams, ensuring you
don't outlive your savings.

Unlike funds in the stock
market, annuities protect
your income from market
losses, offering stability
during volatile economic
conditions.

This is a critical safety net
for business owners
looking to stabilize their
retirement income.

Business Liquidity

In challenging times, the cash value of life
insurance can be accessed to stabilize your
business or cover unexpected expenses,

acting as a financial safety net.

13 of 15

Permanent life insurance
policies grow cash value
tax-free.

They act as financial
multipurpose tools,
offering tax advantages,
wealth protection, and a
legacy for your family.

Wealth Transfer

Life insurance policies
are ideal for transferring
wealth tax-efficiently.

They provide immediate
liquidity to cover estate
taxes or other expenses,
ensuring your heirs are
protected.

Legacy Planning

Life insurance ensures that your family and
business continue to thrive even after
you're gone.

It guarantees financial security for future

generations.

www.charlesptaylor.com



https://www.charlesptaylor.com/

Real-Life Kixamples: 'The Power of

Planning

Martin's Retirement
Challenge

Martin, an independent
contractor, retired at 65
without an annuity. After three
years, unexpected medical
expenses and a market
downturn drained his savings.

Meanwhile, his friend Karen,
who purchased an annuity,
had a steady income to cover
her living and medical costs.

Because her annuity was
insulated from market
fluctuations, Karen's financial
security remained intact,
giving her peace of mind.
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Amanda’s College
Funding Solution

Amanda, a consultant, used
her permanent life insurance
policy to pay for her
daughter's college tuition tax-
free.

Without this, Amanda would
have had to dip into taxable
investments, incurring higher
costs during a market
downturn. This lack of tax
diversification would have
forced Amanda to sell assets
at a loss, significantly reducing
her long-term savings.

Additionally, the cash value of
her life insurance policy was
not listed as an asset on her
daughter's FAFSA application,
ensuring her daughter
qualified for the maximum
amount of financial aid.
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Maria's Restaurant
Legacy

Maria, a restaurant owner, set
up a policy that funded a trust
to provide for her
grandchildren's education. Her
foresight ensured her legacy
continued beyond her lifetime.,

Additionally, Maria faced a
common challenge among
business owners: one of her
children wanted to take over
the restaurant while the other
did not.

By leveraging her life
insurance policy, Maria was
able to equitably divide her
estate. She left the business to
the child who wanted to run it
and provided an equivalent
value through her life
insurance policy to her other
child.

This strategy preserved family
harmony while ensuring her
legacy was handled according
to her wishes.
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Next Steps: A Tale of 'Two Business

Owners

Adam's Missed Opportunity Sophia's Success

Adam, an online retailer, postponed Sophia, a consultant, took immediate
scheduling a financial consultation, action and scheduled a consultation.

lieving he had ti to plan.
believing he had time to plan With a tailored tax and insurance

Two years later, market volatility and strategy, she reduced her tax burden,
tax changes wiped out 20% of his secured her retirement income with an
savings. Without adequate insurance annuity, and used life insurance to

or annuities, Adam struggled to protect her family's future. When
recover and was forced to scale back unexpected expenses arose, Sophia’s
his business. plan kept her financially secure.

Which story will you write for yourself?

Schedule a free consultation with Charles P. Taylor today!

Book A Consultation

Meet Your Guide

My name is Charles P. Taylor, and | specialize in helping small business owners like
you navigate tax planning, life insurance, and annuity solutions. With a
personalized, education-first approach, I'm here to simplify complex financial

topics and empower you to make informed decisions for your business and family.
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