
00:00:05 The worst thing in the world is to get a surprise tax bill. Right? This happened to 
me the first year I made a profit in my business and had not planned properly for my taxes 
because I was not meeting with my CPA regularly. Didn't know how to work with my bookkeeper 
on a monthly basis, but you will know that. So no worries, 
 
00:00:23 as long as you're actually doing it, but there are a couple of things that you need 
to understand here. And I want to make sure you do this. You don't end up with a surprise tax 
bill if you are not yet incorporated, or if you are incorporated in any form of business that has 
you taxed as a sole proprietor, meaning you file your business taxes on schedule C of your 
personal return here in the United States, 
 
00:00:46 you are going to likely pay more taxes than are necessary. If you have any profit, 
your profit is the amount of income you made that exceeds your deductible business expenses. 
And if you're taxed as a sole proprietor, you're going to pay both income taxes and payroll taxes. 
Remember that 15% we've talked about on all of that profit. Now, one of the best ways you can 
decrease your taxes is to not have any profit or to even have losses for tax purposes. 
 
00:01:15 But if you don't have any profit, well, how do you pay yourself? Well, ideally, 
you've incorporated your business. You've set yourself up on payroll, using a service to handle 
that for you. So it's super easy and you're paying yourself a small, but reasonable salary each 
month. And you're paying taxes to the government through withholding. Just like when you were 
getting a paycheck from someone else's company. 
 
00:01:38 Now it's just your own company. That's paying you. If you're doing that, then until 
you start making a profit, you will not generally have any additional taxes to pay at the end of 
the year because you've paid yourself and you've paid your taxes through payroll. You've sent 
money to the government via withholding, and there's no profit to pay taxes on heck. 
 
00:01:57 And the early years of your business, you may even have a loss on your taxes 
because you've got more deductions for expenses than you have income. And if you have a 
loss you're able to deduct that loss against future year's income, or even carry it back to 
previous year's income. This is called a net operating loss carry forward, or carry back, talk to 
your CPA about whether to hold your losses to offset profits in future years, 
 
00:02:24 or to carry them back against past profits or income and get a refund. Okay? So 
all is well now until you start making money in your business. Now, normally making money as a 
good thing because yay money. But once you start making profit, you need to plan for your 
taxes. So you don't end up with a surprise tax bill like I did and have to take out a loan to pay 
your taxes because you don't have the money. 
 
00:02:46 Now, if that does happen, you can negotiate a payment plan with the IRS. And as 
I've mentioned, their interest rates are actually quite low. So it's not the worst thing in the world. 
Just don't freak out about it. Just negotiate the payment plan and plan better for next year. So 



what does planning better look like? It looks like setting aside money to pay your taxes. 
 
00:03:06 Once you start to see you're going to make a profit, and if you've been handling 
your books and forecasting, as we've taught you here, you'll be able to see that in advance 
because you're looking at your financials and your net income. That's that bottom line number 
every single month. So you can see when you're starting to earn more than you are investing in 
tax deductible expenses. 
 
00:03:28 When that happens, you want to set aside up to 40% of that net income amount. 
Remember that net income is the total income that's left over after expenses, and you should be 
tracking that each month and then setting aside that tax savings amount in a tax savings 
account. Now here's the thing. You are not going to need to use that whole 40% come tax time, 
 
00:03:51 but that's, what's going to ensure you've got what you need to pay your taxes  
when tax time comes and then whatever you have leftover, there is gravy to invest back in your 
business, or perhaps take out as a personal bonus. Now what about estimated taxes? So there 
is a thing here in the United States that says you need to pay quarterly estimated taxes each 
quarter, 
 
00:04:14 unless you had no tax liability last year and your last tax return covered a full 
calendar year. And you were a us citizen for all of that year. If that's the case, you don't have to 
pay estimated taxes. But once you begin making profit in your business and paying taxes 
beyond your payroll, you do need to talk to your CPA and find out if you need to start making 
estimated quarterly tax payments, 
 
00:04:40 which you'll have the money for, if you've been tracking your net income each 
month and setting aside money for taxes. So ask your CPA how much, and when, once you 
start seeing you've got net income that you aren't going to be able to expense. If you don't do 
this, you could face an underpayment penalty. So don't overlook this, and this is how you're not 
surprised by tax expel. 
 
00:05:02 Remember when you own your own business, you are the employer. Be a great 
employer, pay yourself enough to pay your bills and then start to look at how you can use the 
profits that you might otherwise take and pay taxes on each year to hire great people, to pay 
them well. So they also have a living wage and insurance. Once you can provide it and a life 
that they want. 
 
00:05:24 So they want to stay with you long-term and stop looking at how you can 
maximize financial profits, a big portion of what you'll pay to the government. And instead how 
you can maximize your time, energy, and attention profits, which will benefit the economy that 
you're creating. This is what will make you a great boss, a great CEO and the creator of your 
economy. 
 



00:05:47 Only start to look at maximizing financial profits. Once you are ready to consider 
your harvest and your future exit or succession, and don't look at it alone. By that time, you 
should be talking with your family business, lawyer, your LIFT business advisor, and any other 
executives on your leadership team, like your integrator or COO and your CFO. This is not the 
time to make decisions alone, 
 
00:06:13 but instead with a team of people that are going to help you identify the best way 
to exit or have your business be able to continue on without you. 
 


