Dear Rebecca,

Thank you for being a valued client of ours and we hope to assist you for years to come with your tax returns and providing valuable consultations to provide you with the least tax liability. 

Looking at your financial records, I cannot stress how important it is to document and keep track of all your financial documents. This will make filing your returns easier and also allow us to provide you with better consultation.

After examining your financial records, the greatest return would be if you filed married filing jointly with Michael. Due to Michael’s low income, your taxable income would be at a lower tax bracket. You have a high amount of itemized deductions that helps lower your taxable income. 

As shown in the chart below, married filing jointly with Michael provides you with a return of over $17,000, head of household with a refund of around $15,000, married filing separately with around $10,000 and married filing jointly with Henry of owing over $5,000.



Another option is to file as a head of household. That will require you to divorce Michael and make the monthly alimony payments. Since your payment would be only $600 for this year, you would see a greater benefit in the coming years as you would be paying $7200 to Michael in alimony. That amount will help deduct your taxable income and provide you with a greater return. Filing as head of house hold would be a good option since it provides a greater return compared to filing married filing separately as you have in the past years. You do not receive the married deduction and only receive the single deduction. Also, as head of household or married filing jointly, you will be in a lower marginal tax rate compared to married filing separately. 

I also recommend that you maximize your use of your health savings account. You had over $10,000 in medical expenses this year. Money used from your HSA to pay qualified medical expenses is not taxed. If you have money left in you HSA, it can be rolled over to the next year at no penalty. There is a limit to how much you can contribute to your HSA per year; $6650. Interest earned from your HSA is tax-free. You can use it also to pay your insurance premiums.

Your golf lessons and membership to the country club can be qualified as a business expense. If they are a business expense that your employer does not reimburse you with, you can only deduct 50% of the expenses. I recommend asking your employer to reimburse you for those expenses as anticipated this year instead of having you deducting only 50% of the expenses to your tax return.

As mentioned above, please keep track of your business expenses. Currently, you receive $30,000 from your employer to cover your business expenses. They cover all of your business expenses. If your expenses increase, you can deduct business expenses from your tax return. At the time, you cannot deduct your home Internet bill, as your home office is not a full-time office. Your employer does not benefit from you working at home and you do not work at home frequently to have that bill deducted. Discuss this issue with your employer if its in their best interest to have you work from home and work there consistently to have your Internet and any other work related bill deduct from your tax return. 

Your marginal tax rates are highlighted in the chart below. The higher tax rate is the one you filing married filing jointly with Henry. That is due to the high taxable income you two have. As discussed previously, your best filing status for this year will be married filing jointly with Michael as you benefit from the married credit and Michael does not have much income. The other two statuses of married filing separately and head of household yield similar rates as there filing status are similar in deductions allowed.  To lower the rates of these filing statuses, you will need to reduce your taxable income, taxable income needs to reduce.



With your high income, I recommend that you enter a qualified retirement plan. This will benefit you in your twilight years as way to save your income and have it for later when you become a pensioner. Contributions made to a retirement plan are tax-free and will help lower your taxable income each year. You will not be taxed for the contributions until it becomes income in your twilight years. This will be beneficial to help reduce your taxable income even if you marry Henry.



Looking at the chart below, you have a high amount of disposable income, especially when calculated with Henry’s income. This extra cash can be go towards investments and retirement contributions as mentioned previously. With all other tax status filing scenarios, you are around the same amount of around $77,000-79,000.




Speaking of Henry, marrying Henry will lead to both of you owing money to the IRS as both you have a high taxable income combined. You can reduce your taxes by investing your disposable income in stocks, bonds and/or investing in retirement accounts. Purchasing a home would be something you should consider if you marry Henry, as your mortgage interest would be deductible. If Henry has any investments that I have not been made aware of, this could lead to a lower tax income if he purchased any investments. Additionally, if he owns a home and makes mortgage payments, this could help reduce your taxes owed. Please also confirm all of Henry’s expenses and deductions are accurate as this can help reduce your taxes.

Please continue to make proceeds to your tax payment as this will help increase your tax refund. You contributed $9,900 towards your tax payments. Since you have a high disposable income, it would be wise to make these payments to help lower the tax payment you owe at the end of the year or increase your tax refund. Consider it as an investment that you receive at the end of the year.

I deducted all mileage used for business purposes only. Any mileage used for other purposes is not deductible for tax reasons. Included in your deduction for this year, is the sales tax for your car since you live in a state that does not have state income tax and the IRS allows a deduction of sales tax of large items for the year you purchased it. This will affect you in future years, as you cannot deduct the sales tax. Keep good a track of mileage used for work purposes so it can be deducted accordingly. 

Lastly, I would also look at opening an education savings account for Deborah. She has a couple more years before she enters college. Any money made in this account is tax-free and can go towards paying her college tuition. Fees you pay for her at a private school are not deductible if they are not for higher education. Therefore, any private school she enrolls in before college, will not have its fees deducted from your tax return. 

Regards,

Jassim Almansoori
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Jassim Almansoori Tax Consultant
555 Franklin Ave
Tampa, FL 33602
813-555-9999


Rebecca Almansoori
123 Main St
Tampa, FL 33602
813-999-9999


Invoice Details

Form 1040			6 hours 				on 11/19/2016
Schedule A			1 hour 				on 11/15/2016
Schedule B			1 hour 				on 11/15/2016
Schedule C			1 hour					on 11/15/2016
Schedule D			1 hour 				on 11/15/2016
· Form 8949		1 hour 				on 11/15/2016
Schedule E			1 hour 				on 11/16/2016
· Form 4684 		1 hour 				on 11/16/2016
· Form 5329		1 hour 				on 11/16/2016
· Form 8889		1 hour 				on 11/16/2016
· Form 8582		1 hour 				on 11/16/2016
· Form 2106		1 hour 				on 11/16/2016

Report summary		2 hours 				on 11/19/2016

Total amount of hours	19 hours

Tax Refund/Owe
Married filing Jointly With Michael	Married filing jointly with Henry	Married filing jointly Separatly	Head of house Hold	17531.0	-5706.0	10007.0	14940.0	Rates
Married filing Jointly With Michael	Married filing jointly with Henry	Married filing jointly Separatly	Head of house Hold	0.15	0.28	0.25	0.25	Taxable Income
Married filing Jointly With Michael	Married filing jointly With Henry	Married filing jointly Separatly	Head of house Hold	62272.0	159183.0	67108.0	64874.0	


Disposable Income
Married filing Jointly With Michael	Married filing jointly with Henry	Married filing jointly Separatly	Head of house Hold	79803.0	153477.0	77115.0	79814.0	
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