How To Sell Your Small Business And Pay No Taxes

S

o, you want to sell your small
business? The good folks in
Washington have a dandy tax
break exempting you from all federal
taxes on the sale—provided that you
own a C corporation.
A lot of attention has gone to the
special “pass-through business” break
from the new tax law. This beneﬁts
income from S corporations and others
like it, giving owners a 20% exemption
on their business’ earnings. That highly
popular provision in the Tax Cuts and
Jobs Act makes it seem like small
business owners would be idiots to
classify their company as a C corp.
Well, except for the
terriﬁc advantage you get
as a C corp seller, which
has been available for
many years. Aside from
the TCJA exemption and
the lack of double taxation,
C corps are taxed at the
corporate level and then
the owners get taxed on
what they reap after that. In
contrast, pass-throughs,
like S corps, LLCs, and
other partnerships, are

only taxed once. C corp shareholders
pay zero tax on a company sale, as
long as they acquired the shares on or
after Sept. 28, 2010. That’s a huge
tax break!
The gracious 100% tax exclusion
is available to anyone with stock in a C
corp for over ﬁve years. Taxpayers get
a smaller break on shares owned before
Sept. 28, 2010. You’re also entitled to a
5% exclusion on C corp shares owned
from Aug. 9, 1993 to Feb. 17, 2009. C
corp shares purchased between Feb.
18, 2009 to Sept. 17, 2010 receive an
exclusion on 75% of the gain on the
purchase price in the event of a sale. If

you owned your C corp shares prior to
Aug. 9, 1993 date, you’re out of luck.
To get this tax-favored status,
called a Qualiﬁed Small Business
Corporation, or QSBC, a small
company must meet a batch of
requirements. The business’ gross
assets must be less than $50 million,
and the exclusion is capped at the
greater of $10 million or 10 times the
aggregate basis of the stock the
taxpayer sold during the tax year.
Say you sell your business for $10
million. If the QSBC break didn’t
exist, and your capital gains rate is
23.8% (the top rate of 20%, plus a
3.8% surtax for singles
making more than
$200,000 annual or couples
hauling in over $250,000),
you’d owe $2.38 million to
the IRS. But thanks to the
QSBC beneﬁt, you’d owe
the government zilch.
And here’s a kicker.
Both C corps and passthrough businesses are
helped by the new, lower
federal tax on companies,
21%, down from 35%. ●

How To Give Gifts And Not Trip

Some things may not seem to be
gifts, but are, and you’re required to ﬁle
the form, like that large sum you blew
on your daughter’s costly nuptials. Or
that $100,000 you just plugged into

interest-free loan to a friend, the IRS
sees it as a gift, too.
Some gifts are tax-free, provided
that you give them the right way. Such
as gifts for medical or educational
expenses. Should you pay someone
else’s hospital bill, don’t give the
money to the patient, who then
settles medical tab themselves. You
pay the hospital directly. Ditto for
education. Instead of giving the
money to the student, write the
check to the school. Giving to your
spouse or a charity is also totally
free from the gift tax.
One sure thing about gifts is
that they make people happy.
Staying within the rules makes the
tax man happy, too. It’s best to consult
a qualiﬁed tax professional about this
topic, and we are here to help. ●

(Continued from page 1)

lifetime number. After subtracting that
$25,000 from the lifetime exclusion,
you have $11.375 million still to go.
It’s rare for most Americans to
go over the $11.4 million lifetime
giving limit. But if you’re wellheeled and very generous — your
daughter’s destination wedding in
Corsica costs a bundle — then you
can hit it. The gift tax rate ranges
from 18% to $40%.
About ﬁling with the IRS:
Every year you go over the $15,000
exclusion level, you need to ﬁle a
Form 709. That way, the
government can track who is on the
road to reaching the lifetime $11.4
million exclusion.

your grandchild’s 529 college saving
plan, which means $85,000 of it is
potentially taxable. And if you make an
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How To Give Gifts And Not
Trip On The Gift Tax

If Family Is Wealth,
Then Planning Is
Immortality

t may be better to give than to
receive, as the old saying goes, but
it’s also best to avoid the taxes on
your generosity. What’s also smart is
knowing when you have to ﬁle a tax
form as a gift giver.
You can give one person up to
$15,000 yearly without incurring any
taxes. In fact, you can give multiple
people a gift of up to that amount, and
they don’t even have to be related to
you — your son, your daughter, your
best friend, your manicurist, whoever.

are on the hook to pay any tax, and not
the recipient.
The tax stops people from giving
all their money and property away
during their lifetimes to skirt the estate
tax when they die. The good news is
that — with a little planning — you
don’t have to pay the gift tax right
away, and maybe never.
In addition to the $15,000 per
recipient annual limit, there’s a lifetime
exclusion amount, $11.4 million in
2019 — this covers all your lifetime

So, if you give your favorite niece
$25,000, you only owe taxes on the
$10,000 above the $15,000 limit. And a
gift need not be cash. It could be stock
or real estate or cars.
What’s more, the limit is per
person, not per couple. Your spouse
could give that lucky soul the same
amount, doubling your household’s
giving and you’re personally still
staying under the yearly $15,000
ceiling. Note that only you, the giver,

giving to everybody. With the lifetime
exclusion, your estate pays what you
gave in excess of that cap.
The lifetime exclusion allows
people more freedom to give big gifts.
Example: You give your sister $40,000
this year. The extra $25,000 ($40,000
gift minus $15,000 annual exclusion) is
taxable. Instead of paying that tax now,
you count it against the $11.4 million

lanning makes you immortal. It
ensures the next generation will
be just ﬁne. This is something
you may not learn or even understand
until your 60s or 70s. If you’re lucky,
you come to hold a baby with dreams
for the best things that could happen in
the future.
In that moment, when you are
feeling so blessed and generous, plan
to make the next generation better.
Think about how you can imbue the
values you hold dear in them.
Being a ﬁnancial planner means
being part of such special moments in
people’s lives. That is what makes this
profession meaningful and it is a
privilege to advise individuals on these
matters. While being a ﬁnancial
planner requires cold-hearted math, the
reward of being a real ﬁnancial
professional is in helping clients imbue
their values in the next generation, by
funding a religious school, a class in
biology, or a tutor in reading for a child
in your family.
If you are blessed to be able to
help the next generation achieve work
you have left undone, then planning is
immortality and it is a privilege that is
not taken lightly.
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Six Tips To Avoid Phishing Scams

The New Math Of Renting Out A Vacation Home

Fake news” has exacted a high
cost to American culture and
political discourse, but the
internet fakery that costs you time
and money is phishing, emails
diabolically aimed to trick you into
opening your personal data to crooks
and miscreants.
Phishing is the practice of emailing
people purporting to be a reputable
company to fool people into revealing
passwords, credit card numbers,
contacts, emails, internet accounts, and
your most personal digital data. It’s
rampant. Whether you’re using a
smartphone, tablet, or computer, here
are some tips for protecting yourself:
Mistakes. Phishing
emails often are
generated by teens or
crooks with weak skills
in English punctuation,
grammar, and spelling.
The phishing email from
Ofﬁce uses an improper
style in “24hrs” and the
capitalization of the
phrase, “Kindly Click
here” should arouse
suspicion. When you
look at this email’s
bottom line, the
copyright is “Ofﬁce
Outlook.” The logo is
off. The product name is

f you’ve ever thought
about becoming a
landlord, here’s an
update on recent tax
breaks that changed the
equation for weighing
whether to rent a property
or be the sole tenant
throughout the year.

“

Ofﬁce 365 and there is no mention of
Microsoft in the copyright notice. Does
the sentence Terms of Use Privacy &
Cookies Developers make sense? It’s a
hint that this is a fake.
Reply email address. In this
phishing email, the reply address at the
top left says “Microsoft support,” but if
you look closer, the reply email address
is “support@simpur.net.bn” and that is
not a Microsoft address. The “bn”
sufﬁx is the internet country code for
Brunei, and that’s another telltale sign
of fraud. Clever phishing emails often
fake reply addresses in other ways. The
easiest way to verify a reply email
address is to double click on it and look

at its properties. If the email purports to
be from Microsoft or Google, will
hitting reply send an email to a
Microsoft or Google email account? If
not, it’s fake.
Links. Don’t click on links in a
suspicious email without being
deliberate. The link could be a
malicious website. Right click on the
link and check its properties and see if
the link goes to the company.
Slow down. The grammar,
misspelling, bad links, and other
telltale signs are easily overlooked
when you’re in a rush, and that’s
perhaps the reason why people become
ensnared by phishing emails.
Verify before you
trust. Trust but verify
works for some things
but not with internet
security. First verify
and then you can trust.
Secure Software.
Microsoft and Apple
release updates to
computer operating
systems continually
and those are essential
to staying secure. Antivirus and anti-malware
programs are also
essential and they need
to be kept updated with
the latest ﬁxes. ●

Give To Charity From An IRA To Lower Your Tax Bill

T

o keep your tax bill down, if you
are over 70½, consider a
qualiﬁed charitable
contribution, which makes donations of
up to $100,000 from an Individual
Retirement Account (IRA) to a fully
deductible charity.
A qualiﬁed charitable distribution
(QCD) lets you donate from a
traditional or inherited IRA, provided
you meet the age requirements.
A QCD can help you eliminate, or
at least reduce, taxes owed on your
required minimum distribution (RMD).
That’s the amount you are required to
take out of your IRA account annually
after turning 70½.

Example: Your yearly RMD is
$20,000, which counts as taxable
income. But if you donate that amount
to a charity, it’s not counted as income,
which may drop
you into a lower
tax bracket.
Moreover,
you don’t have to
itemize to take
this tax deduction.
That’s good news
for Americans no
longer itemizing
deductions on
their returns. To
be sure, some

taxpayers are hurt by the Tax Cuts and
Jobs Act’s $10,000 cap on state and
local tax deductions, so a qualiﬁed
charitable distribution can make sense.

I

If you bought a
home in 2018, only the
ﬁrst $750,000 of the
mortgage interest is
deductible, down from
$1 million under the old rules. But a
rental property is not subject to
these limits.

While the math of renting out
your place may not have worked

before, you may want to look at it
again. Your mortgage could be several
million dollars, but you’d still be able
to deduct
all of the
interest
on it —
just as
you did
before the
new law.
If you
live in the
residence
for part
of the
year and
rent it out
for the rest, you’re entitled to a
partial break.

You don’t have to donate the entire
amount to a single charity. You can
divvy up a QCD among multiple IRSeligible charities, within the $100,000
annual limit. You don’t have to use
100% of your RMD for the donation, of
course, and can keep what you need to
pay for your living expenses and donate
the rest.
QCDs require careful attention to
ensure your donation is made from an
individual retirement account — not a
401(k) or 403(b). In addition, you may
not make a QCD and also itemize
charitable deductions. You must pick
one. Plus, the charity must not be a
private foundation or a donor-advised
fund. These technical details are
crucial.

Another QCD tip: Make the
contribution straight from your IRA.
The RMD money must never be in
your personal, non-IRA account.
Send your IRA custodian instructions
to send the check directly to the
charity, with the organization’s name
on the check. Have the IRA custodian
send you documentation that you made
the donation.
Finally, be sure to make the
donation before you take your RMD.
Should you take the RMD ﬁrst, you
can’t give the money back to the
retirement account and will be
ineligible to deduct it.
The QCD is a fairly complex
solution to lower taxes and requires the
advice of a qualiﬁed tax professional. ●

Another
advantage for rental
property owners is
that you can now
deduct only $10,000
in state and local
income tax and
property tax
annually on a home if
you are not renting it
out. But if you rent
out a property for at
least 15 days a year,
you can take a
deduction on part of
the property taxes paid.
A homeowner who pays
$12,000 in property levies
annually, for example, may deduct
only the ﬁrst $10,000. Renting out
that property for three months
qualiﬁes you for a deduction on
25% of property taxes paid, or
$3,000, and you could separately
deduct the other $9,000 in property
taxes paid.
Rental property owners also get
a break on making home
improvements. Under tax reform,
landlords may immediately deduct
capital spending on equipment and
machinery. Gone is the requirement
to take the break over many years. If
you install a new kitchen in a rental
property, for instance, it’s deductible
all at once.
Becoming a landlord is fraught
with issues beyond ﬁnances, chief
among them: privacy. Letting others
invade your personal space literally
is no small decision and a very
personal one. However, the
economics of renting out a vacation
home have changed, and you may
want to reconsider your options.
In the era of Airbnb, deciding to
rent a vacation home requires advice
from a professional who understands
the strategic tax and ﬁnancial
planning as well as your personal
situation. Please give us a call if you
have any questions. ●
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only taxed once. C corp shareholders
pay zero tax on a company sale, as
long as they acquired the shares on or
after Sept. 28, 2010. That’s a huge
tax break!
The gracious 100% tax exclusion
is available to anyone with stock in a C
corp for over ﬁve years. Taxpayers get
a smaller break on shares owned before
Sept. 28, 2010. You’re also entitled to a
5% exclusion on C corp shares owned
from Aug. 9, 1993 to Feb. 17, 2009. C
corp shares purchased between Feb.
18, 2009 to Sept. 17, 2010 receive an
exclusion on 75% of the gain on the
purchase price in the event of a sale. If

you owned your C corp shares prior to
Aug. 9, 1993 date, you’re out of luck.
To get this tax-favored status,
called a Qualiﬁed Small Business
Corporation, or QSBC, a small
company must meet a batch of
requirements. The business’ gross
assets must be less than $50 million,
and the exclusion is capped at the
greater of $10 million or 10 times the
aggregate basis of the stock the
taxpayer sold during the tax year.
Say you sell your business for $10
million. If the QSBC break didn’t
exist, and your capital gains rate is
23.8% (the top rate of 20%, plus a
3.8% surtax for singles
making more than
$200,000 annual or couples
hauling in over $250,000),
you’d owe $2.38 million to
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QSBC beneﬁt, you’d owe
the government zilch.
And here’s a kicker.
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How To Give Gifts And Not Trip

Some things may not seem to be
gifts, but are, and you’re required to ﬁle
the form, like that large sum you blew
on your daughter’s costly nuptials. Or
that $100,000 you just plugged into

interest-free loan to a friend, the IRS
sees it as a gift, too.
Some gifts are tax-free, provided
that you give them the right way. Such
as gifts for medical or educational
expenses. Should you pay someone
else’s hospital bill, don’t give the
money to the patient, who then
settles medical tab themselves. You
pay the hospital directly. Ditto for
education. Instead of giving the
money to the student, write the
check to the school. Giving to your
spouse or a charity is also totally
free from the gift tax.
One sure thing about gifts is
that they make people happy.
Staying within the rules makes the
tax man happy, too. It’s best to consult
a qualiﬁed tax professional about this
topic, and we are here to help. ●
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lifetime number. After subtracting that
$25,000 from the lifetime exclusion,
you have $11.375 million still to go.
It’s rare for most Americans to
go over the $11.4 million lifetime
giving limit. But if you’re wellheeled and very generous — your
daughter’s destination wedding in
Corsica costs a bundle — then you
can hit it. The gift tax rate ranges
from 18% to $40%.
About ﬁling with the IRS:
Every year you go over the $15,000
exclusion level, you need to ﬁle a
Form 709. That way, the
government can track who is on the
road to reaching the lifetime $11.4
million exclusion.

your grandchild’s 529 college saving
plan, which means $85,000 of it is
potentially taxable. And if you make an
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are on the hook to pay any tax, and not
the recipient.
The tax stops people from giving
all their money and property away
during their lifetimes to skirt the estate
tax when they die. The good news is
that — with a little planning — you
don’t have to pay the gift tax right
away, and maybe never.
In addition to the $15,000 per
recipient annual limit, there’s a lifetime
exclusion amount, $11.4 million in
2019 — this covers all your lifetime

So, if you give your favorite niece
$25,000, you only owe taxes on the
$10,000 above the $15,000 limit. And a
gift need not be cash. It could be stock
or real estate or cars.
What’s more, the limit is per
person, not per couple. Your spouse
could give that lucky soul the same
amount, doubling your household’s
giving and you’re personally still
staying under the yearly $15,000
ceiling. Note that only you, the giver,

giving to everybody. With the lifetime
exclusion, your estate pays what you
gave in excess of that cap.
The lifetime exclusion allows
people more freedom to give big gifts.
Example: You give your sister $40,000
this year. The extra $25,000 ($40,000
gift minus $15,000 annual exclusion) is
taxable. Instead of paying that tax now,
you count it against the $11.4 million

lanning makes you immortal. It
ensures the next generation will
be just ﬁne. This is something
you may not learn or even understand
until your 60s or 70s. If you’re lucky,
you come to hold a baby with dreams
for the best things that could happen in
the future.
In that moment, when you are
feeling so blessed and generous, plan
to make the next generation better.
Think about how you can imbue the
values you hold dear in them.
Being a ﬁnancial planner means
being part of such special moments in
people’s lives. That is what makes this
profession meaningful and it is a
privilege to advise individuals on these
matters. While being a ﬁnancial
planner requires cold-hearted math, the
reward of being a real ﬁnancial
professional is in helping clients imbue
their values in the next generation, by
funding a religious school, a class in
biology, or a tutor in reading for a child
in your family.
If you are blessed to be able to
help the next generation achieve work
you have left undone, then planning is
immortality and it is a privilege that is
not taken lightly.
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