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03/08/08

(Tax Freedom day of 2007: 
April 30: national / May 7: California)
A) Tax Q & A



(J-1 visa holder and more: 1040NR/540)
B) Financial planning (big picture)
· Cash flow management

· Saving diversity (15% and up)

1)  Tax

2)  Retirement
(tax related)--- pre-tax / 401k-403b---(Roth-Traditional) IRA
3)  Investment
(tax related)---long term capital gain / Stock vs. Mutual funds, bonds, etc
4)  Insurance

(tax related)---life(tax shelter) / term-whole-UL-VL-UVL-EIUL-ROP,etc
5)  Estate

(tax related)---trust / AB (Marital/bypass) trust, etc
· Mortgage
(tax related)---biggest tax minimizer / prepay --- re-finance
· Education
(tax related)---tax related / Section 529 plan - etc
Different stage, different concerns (Priority setting and Adjustment)
Planning is the key!  (People don’t plan to fail, they fail to plan)
C) Free tax filing for UCSF Chinese J-1 Postdoc (first three years, package pick-up:3/15/08, 4:30-5:30pm)
Free tax/financial advice for all on yearly round basis (jwu369@yahoo.com)

Cash flow management (Budget control --- 15% and up saving recommended)
Income and expenses 
Expenses:

· Rental/Mortgage

· Foods

· Utilities

· Transportation (gas, etc)
· Kid(s) training (Piano/violin, Chess, Drawing, Table tennis, Tennis, Track running, Swimming, Skating, TaeKwonDo, Ballet, etc)
· Clothes

· Insurance (car, home, life)
· Investment (Roth IRA / College fund / etc)

· Entertainment

· Gifts

· Travel

· others
Daily saving tips:

· Buying lunch
· Dining out

· Music CDs/Movies
· Coffee



etc
Saving diversity: (15% and up)
Emergence fund (~ 6 months living expenses)

MMA

American middle class’s financial burden: 

·    Mortgage

·    Retirement

·    College fund
Fun parts:
HD plasma TV




Vacation




New car




Hobbies




etc

TAX
The hardest thing in the world to understand is the income tax.    by  Albert Einstein
In this world, nothing is certain except tax and death.    by  Benjamin  Franklin
The only difference between taxes and death is that death doesn’t get worse every time Congress meets.    

by  Will  Rogers
· J-1 visa holder:

1040NR






540

· Regular tax payer:

1040






540/540NR

Tax saving techniques:
· Retirement accounts:
403(b) / 401(k)








IRA (Traditional vs. Roth)

· Homeownership:
Mortgage interest








Property tax

· Credits:


Childcare credit (from 2441)



(phase-out limit)

Child tax credit








Education credit (form 8863)







etc

Retirement
(pre-tax benefit/market potential & risk)
· Employer sponsor: 401(k) / 403(b) / $14,000/year--- Pre-tax, mutual funds
· Self responsible: Traditional IRA / Roth IRA ($4,000/year) --- deductible or not, brokerage account(s)



(Individual Retirement Account)
Where will your retirement income come from?
Earned income: 

36%











Your investments:
23%










Pension:


20%











Social Security:

19%











Other:


2%











Official (S.S.A.) data (2001)
What Are My Potential Sources of Retirement Income? 

Sources of income for retirement are often compared to a three-legged stool. 

Each of the legs helps to hold up or support your retirement funding. 

These three legs are Social Security, employer sponsored pension and retirement plan(s), and your personal savings.
Investment





(Diversity and Long-term)
(Two most popular means of getting rich: Inheritance & Investment)
· Stock: 
· Mutual fund: 
· Real estate:

· Collectible:


Income stocks

Growth stocks


Value stocks


Cyclical stocks


Defensive stocks


Blue chip stocks


Aggressive growth funds

Growth funds


Growth and income funds


Balanced funds


Bond funds


Sector funds


Index funds

Target funds

Charles Schwab (www.schwab.com)
Ameritrade (www.ameritrade.com)

E*Trade (www.etrade.com)

Fidelity (www.fidelity.com)

Vanguard Group (www.vanguard.com)

etc
Insurance

Peace of mind (real life case)

· Health/dental/vision

· Auto (umbrella policy)
· Homeowner

· Life (tax benefits/shelter)


[Qinghe Li: (415) 810-6552]



Term



Whole




UL --- 




VL --- 




VUL --- 




EIUL --- Equity Index Universal Life 



ROP --- Return of Premium



etc
· Disability

· Long-term care
Estate

(1 – 3.5 million floor)

(45 - 55% Estate tax rate)

· Probate

· Estate assets

· Will

· Trust 
(Revocable living trust




Irrevocable trusts: AB/Marital/Bypass trust-etc)

· Life insurance’s role in estate planning

· Gift arrangement (tax-free):

$12,000/year/person

Mortgage

One of the most effective tax minimizer for general Americans
Mortgage application: 
20% down-pay issue, second loan, PMI avoidance
[Hong(Michelle) Xiao:665-9990]
Pre-pay principal:
Simple role: 2 extra payments per year will turn 30 year loan to 15 year
Re-finance (re-fi): 

From 30 year to 15 year, you just pay 30-50% more (not doubled amount)
(Bi-weekly payment plan: watch out the hidden fees)

Education funding planning:
Essentially three main educational saving options exist:

1. 529 college saving plan

2. Coverdell Education Saving Accounts (formerly Education IRA)

3. Custodial accounts such UGMA and UTMA
(Uniform Gifts to Minors Act/Uniform Transfers to Minors Act = same thing)

A:

Home equity loan
B:

Roth IRA

C:

Student loan


[image: image1]
College EFC (Expected Family Contribution) chart

· Tax Preparation Checklist




To help you save time and money

Income and Assets


W-2 (Wages, tips and commissions)


Annuity and pension distributions


Partnership income


Trust income


All applicable 1099s



1099-INT//  1099-DIV//  1099-T//  1099-B//  1099-G//  1099-MISC//  1099-R//   Etc


Last year’s state and local tax refund


Alimony


Rents received


Farm income


Other (gambling, lottery, prizes, scholarships etc)

Deductions and Expenses


1098 (mortgage interest and points paid)


Equity loan or line/ second mortgage interest paid


Real estate taxes paid

Charitable contribution receipts

Personal property tax paid (automobile)


Moving expenses

Retirement account contributions (Traditional IRA and Keogh)

Student loan interest

Penalties paid on certificate of deposits

Medical saving accounts

Alimony paid

Medical expenses


Tax return preparation expenses


Investment expenses

Volunteer work expenses (un-reimbursed)

Job related expenses (un-reimbursed travel, subscriptions, union dues, job hunting/searching)

Personal property due to theft and /or casualty losses

Business/self employment related expenses

Child care expenses

Adoption expenses

Education expenses

Other information


Last year’s tax return


Social security numbers (self, spouse, children, and other dependents)


Child care provider tax I.D. number or social security number


April 15th


Last day to file federal and state taxes



Last day to request an extension



Last day to do your tax year IRA contribution



Good Luck

Case Study: (Money magazine)
	Income
	
	

	
	Stuart and Marni's salaries
	$132,000

	Total
	
	$132,000

	
	
	

	Out Go
	
	

	
	House (mortgage, taxes, insurance)
	$32,000

	
	Taxes
	$26,573

	
	Child care
	$26,000

	
	Groceries
	$9,600

	
	Miscellaneous (gifts, clothes)
	$8,671

	
	Credit-card payments
	$8,604

	
	Car (insurance, gas, parking)
	$8,160

	
	Restaurants, takeout food
	$7,344

	
	Utilities
	$4,068

	
	Life insurance
	$980

	Total
	
	$132,000

	
	
	

	Assets
	
	

	
	House
	$468,000

	
	Retirement savings
	$88,184

	
	Saving account
	$17,386

	Total
	
	$573,570

	
	
	

	Liabilities
	
	

	
	Mortgage
	$342,500

	
	Credit-card balances
	$39,035

	Total
	
	$381,535

	
	
	

	Net Worth
	
	$192,035


My tax history:
1998

1999 - HR Block tax course

2000 - 2001 HR Block tax preparer (over 100 cases handled)
Cases:
Young worker (SF- Sacramento)


FBI agent



Businessman (Sch. C)



Psycho lady



AMT guy



etc

Internet / Newspaper / Magazine / Books / etc.
CPA / EA / Tax attorney

CFP (Certified Financial Planer)

(5 areas :
Tax



Retirement



Investment



Insurance



Estate)

2008 Tax Talk (UCSF)

· My info:
93 - 97 --- UCSF Postdoc (J-1)



97 – now --- Biotech




98 – now --- tax as hobby

· Introduction: Tax Freedom Day

1)
Q & A:
2)
J-1 tax:

3)
Tax basics:

4) 
Financial planning (big picture / common sense)

· Cash flow / Budget


Tax


Retirement


Investment


Insurance


Estate

· Mortgage

· Education fund

5)
Q & A (not just tax only):
6)
Free tax filing for UCSF J-1 visor holders (Postdoc)

April 30, 2007

Today is Tax Freedom Day®

The Tax Foundation has announced that today (the 120th day of 2007) is Tax Freedom Day® 

-- Americans will work four months of the year, from January 1 to April 30, before they have 

earned enough money to pay this year's tax obligations at the federal, state and local levels.

April 30 is the national average -- the Tax Freedom Day® in individual states range from 

the state with the highest tax burden -- Connecticut (May 20) – 

to the states with the lowest tax burden -- Oklahoma and Alabama (April 12).
Here are the ten states with the heaviest tax burdens and the latest Tax Freedom Days®:

1, Connecticut (May 20) 

2, New York (May 16) 

3, New Jersey (May 10) 

4, Vermont (May 9) 

5, Rhode Island (May 9) 

6, Nevada (May 8) 

7, California (May 7)

[image: image2.png]









College expenses estimate:





 UGMA/UTMA 


       Accounts


 Education IRA


 Other Savings





 529 Saving Plans


 Brokerage/Mutual Fund Accounts





35% of All Assets





50% over $3,000





2.6% to 5.6% of Non-retirement assets





22% to 47% of Adjusted Gross Income





Student Assets





Student Income





Parental Assets





Parental Income





Expected Family Contribution (EFC)








