
00:00:05 Before we get started here on the tax terms that you need to know and 
understand. I want to begin with a practice. That's going to help you get this integrated into your 
internal systems. So it's manageable. First of all, as you are listening here, take notes on what 
you hear me say, writing things down helps to integrate your learning. So you aren't just 
listening, 
 
00:00:30 glazing over and zoning out. If you have a question or you're uncertain about 
anything, I say, write down the question as it comes to you, and you can either bring that to a 
future support call or ask your trusted advisory team for clarity, do not just skip the things that 
seem confusing. If you do that, you are abdicating your leadership. 
 
00:00:52 If you abdicate your leadership, you cannot be a sovereign, empowered CEO of 
your life and business. You deserve to understand this enough to ask the right questions and to 
get to the right answers for you. So let's dive in taxes, come in a variety of forms, including 
income taxes on what you earn sales tax. Also known in some countries as a value added tax 
capital gains tax on what you sell at a state and gift taxes when you make a gift or upon your 
death. 
 
00:01:25 So let's break all that down a bit. And if you need to pause and listen to that 
again, so you get all those categories down, do it, just pause, rewind, and get all those 
categories down and write them down so that they get into you so that you're able to understand 
them. When you hear them again in the future. Now we're going to mostly focus here on income 
taxes in this training, 
 
00:01:50 because that's where there is the most opportunity to make good or bad 
decisions that can impact how much taxes you pay. But for purposes of your knowledge, I do 
want to look at these other types of taxes. So you do know what they are. So we'll start with 
sales tax or value added tax, and then capital gains tax and estate and gift tax before looking at 
income tax, 
 
00:02:12 which will go quite in-depth into, you know, what sales taxes, because you pay it 
whenever you buy a product and the seller charges you sales tax. What you might not know is 
whether you need to charge sales tax on what you sell. So if you are selling goods or products, 
you very likely do need to charge sales tax, either talk with your business lawyer or your CPA, 
 
00:02:35 or do a Google search on the state in which you do business and sales tax, to 
determine how to charge and remit or pay your sales tax. While you do not generally need to 
charge sales tax for sales that you make to people who are out of state. If you have, what's 
called a nexus with a state that you regularly do business, or in which you have a physical 
location or employees who solicit business on your behalf, 
 
00:03:04 you may need to charge sales tax in that state. If you sell products in multiple 
States, either talk with your business lawyer or your CPA or a Google search nexus, N E X U S 



to see if you might need to charge sales tax to out-of-state buyers of your goods. If you are 
selling services versus goods, you very likely do not need to charge sales tax, 
 
00:03:30 but this is a state by state determination. So do determine if you need to charge 
sales tax, either talk with your business lawyer or your CPA, or do a Google search for the state 
in which you do business and the name of the service you provide and sales tax to read up on 
what the current state laws are for your state and for the service you provide. 
 
00:03:52 Now, if you are in a country with a value added tax, which is a form of sales tax, 
well, you're going to need to talk to an account in your country about whether that value added 
tax applies to the goods you sell, how to register for VAT and how to remit your taxes 
appropriately. It's very complex and country specific. Next let's talk about capital gains tax 
capital gains tax is the tax that you pay when you sell an asset that has appreciated and value 
over time. 
 
00:04:23 So what does that even mean? Well, let's look at it in the context of a house. 
Let's say that you buy a house for $500,000, and then you sell that house for $900,000. Well, 
you are appreciated value on what you'll pay. Capital gains tax is the difference between the 
500,000 that you paid and the $900,000 that you sold it for $400,000 of appreciation that you 
pay capital gains tax on, 
 
00:04:50 unless you qualify for an exemption, meaning a reason you don't have to pay the 
tax. Well, it's the exact same when you sell your business. Now, I don't mean the services or 
products of your business. I mean your business, either the shares of your business, right? You 
can sell the shares of your business to a buyer of your business or the assets of your business. 
 
00:05:10 When you do that, unless you qualify for an exemption because of how you 
structured your business to begin with, you will pay capital gains tax on the difference between 
what you invested in the business like that 500,000 you paid for the house or whatever you've 
put into the cost of starting your business and the future sales price of your shares or assets. 
Now it's for this reason that you want to keep really good records of what you invest in your 
business, 
 
00:05:40 because you will report that amount as what's called your basis, your basis. That 
just means the amount you invested, that you're not going to be taxed on. When you sell your 
business, when your gain is determined. Now, I didn't keep good records when I started my first 
business, because I didn't even know I to keep good records, cause I never even imagined I 
was going to sell my business. 
 
00:06:00 But then I did and I had no records of how much I had invested. So I had to pay 
tax on the whole sale. There are many ways to decrease your capital gains tax that are beyond 
our scope here. But I do want you to know enough to know when it's time to consult with an 
advisor. So here's what you need to keep in mind. 



 
00:06:19 Number one, keep records of all investments you make in building your business. 
Number two, when you're ready to start thinking about selling your business, either by selling 
the shares of your business or the assets of your business, talk to your lawyer and your CPA 
and your Lyft business advisor. If you have one, well, before you're ready for the transaction, 
 
00:06:41 because there are many possibilities of how to structure your sale, that can save 
you a tremendous amount of money. Finally, if you know, you're building a business to sell in 
the future for millions of dollars, you may want to set that business up differently than you would. 
If you're just creating a lifestyle business or a cashflow business that will pay you cash over 
time. 
 
00:07:02 So make sure that your advisors are aware of your future plans for exit or 
succession. When you set your business up, if you're not just building a lifestyle business that 
you want to be able to pay you, as long as you're working in it, you can change your business 
setup before a sale of your business. So long as you consult your advisors at least several 
months, 
 
00:07:23 but ideally even more than a year before you're considering a sale. So don't wait 
until the last minute to bring advisors in. If you're considering a sale of your business, because 
there won't be any time to plan for the taxes. Let's talk about estate and gift taxes. These are the 
taxes that we pay. When we transfer assets to our heirs or family or friends or anyone, 
 
00:07:45 or make gifts of our assets for our purposes here, it is important for you to know  
they exist and that they can be high if they apply to you or your family and that they change with 
each governmental administration that comes in and makes a change. Estate. State tax rates 
have been as high as 55% on as little as $600,000 of assets as early as the 1990s. 
 
00:08:12 And as of this video, they're 45% on over 11 and a half million dollars of assets, 
but that's going to change and it may be different by the time you're watching this video. Here's, 
what's important for you to know, if you are impacted by a state taxes, you need to talk to your 
family, business lawyer about how you're impacted and what to do to minimize the impact 
sooner, 
 
00:08:35 rather than later, there's many things that you can do, but you do have to plan in 
advance. And once there's an incapacity or death, it is too late. Now you will be impacted by 
estate and gift taxes. If you are inheriting assets from your parents or from anyone for that 
matter in an amount that is over the estate tax exemption amount, 
 
00:08:58 or if you build your assets to an amount in excess of the estate tax exemption 
amount, the state taxes have decimated many family's assets. So get proactive on this. If you 
will be impacted. Now, let's talk about the taxes that all of us have to consider regardless of the 
size or future exit of our business lifestyle or legacy business. And that is income taxes here in 



the United States. 
 
00:09:26 Income taxes are paid on all income earned from all sources. It's that simple as 
my tax professor used to say, but of course, it's not that simple though. I am going to simplify it 
for you here, as much as I can while ensuring that you understand just what you need to know. 
So there are federal income taxes. And if you live in a state with state income taxes, 
 
00:09:48 there'll be state income taxes too. This is one reason. Lots of people move out of 
California and New York to places with lower or no state income taxes like Florida or Texas. So 
start by finding out if you live in a state with state income taxes, if you do, you're going to pay 
both federal and state income tax on all income earned from all sources, 
 
00:10:13 but, and here's where the fancy footwork comes in when you're playing the 
game. Well, if you are in business, you can deduct valid business expenses from your income 
earned and you only pay income tax on the amount of income leftover after your deductions. I 
once heard one of my favorite teachers, Brooke Castillo say this in such a simple way that I 
want to share it with you. 
 
00:10:37 As she said it as a business owner, you only pay taxes on your payroll. That's 
what you pay yourself as an employee of your business and on your profit. That's it. You pay 
taxes as a business owner on your payroll and your profit. And in the early years of your 
business, you don't have to worry too much about profit because you're likely not going to have 
much if at all. 
 
00:10:59 And in fact, you might even have losses and that's not only just fine. It's actually 
really good news because you can take those losses against, as deductions against future 
year's income and even carry them back. We'll talk about that more in a second. Now your profit 
is what's left over after you've earned all your income, paid yourself, which you're going to pay 
taxes on Paige, 
 
00:11:25 your team members, which they're going to pay taxes on paid all of your 
deductible business expenses, taken that off your income after the income. And then you've got 
profit leftover, and we're going to do a whole lesson on important business terms that you need 
to know. So we'll go more into depth on all of that, but here's what you need to know for now 
getting creative with your business. 
 
00:11:46 Deductible expenses is one of the best ways to save money on your taxes. So 
it's important that you really know how to do that. In fact, every year at the end of the year, one 
of the things that you want to do is have a look at whether you have profit. And if you do 
consider whether you have any investments that you want to make, 
 
00:12:08 that are deductible business expenses that you can make at the end of the year, 
that will benefit your business in the next or future years. So you can make those investments in 



one year, deduct the expenses off your income. So you're not paying taxes on those amounts. 
And it's like, the government is subsidizing the growth of your business because now you've 
taken your profits. 
 
00:12:32 And instead of paying taxes on them, you've reinvested them into the business in 
the form of investments that will grow your business over the following year or years. And you've 
saved probably between 25 to 40%. Now, if you really want to be able to get the most creative, I 
recommend you check out the book by Sandy Botkin, it's called lower your taxes. 
 
00:12:54 Big time. He's already written the book and he keeps it updated every year. So 
I'm not going to repeat everything he says there, you can get it on Kindle or at your favorite 
bookseller and read it. What I am going to say is, do not rely on your CPA to tell you what is 
deductible and not deductible. You decide what's a deductible business expense by 
categorizing your expenses each and every month with your bookkeeper. 
 
00:13:20 I can not emphasize enough how important this is. For example, let's imagine 
that you take a trip to Hawaii with your family. And on that trip, you speak at a conference for 
your business. Well, that just became a business trip. And in that case, you can deduct your 
portion of the travel expenses. The time you were there. Speaking the flight as a deductible 
business expense by categorizing your airfare and your hotel and your meals for the days that 
you were speaking as airfare and hotel and meals on the expense, 
 
00:13:54 part of your profit and loss statement. Now let's imagine that you paid for the 
airfare for your spouse and your kids on your business credit card, because you booked all the 
tickets together. Then when you review your P and L your profit and loss statement with your 
bookkeeper every month, you would, recategorize the part of airfare for your spouse and your 
kids as a personal expense paid for by the business. 
 
00:14:21 So you can either do that by having your bookkeeper, Mark that as income to you 
or loan from the business to you, that your CPA will then handle when they follow your taxes at 
the end of the year. But let's make it even a little more creative. What if you put your spouse and 
kids to work on the trip, then you get to make their share of the airfare deductible as well. 
 
00:14:45 Well, how could you put them to work? Let's get creative. Maybe they can be 
your sales at the event, handing out flyers or doing business development for you in some other 
way, whatever way it is. Take pictures to keep a record of their activities in case you are ever 
audited. This is just one of a zillion examples of how you can get the government to subsidize 
your life when you're in business for yourself. 
 
00:15:11 And when you properly structure your activities to qualify as tax deductible 
business expenses. The last thing to understand here is the difference between income taxes 
paid on your profit and payroll taxes or self-employment taxes paid on your payroll. So in 
addition to income taxes, which we pay on all income from all sources, payroll, and profit, you 



also pay social security and Medicare collectively known as FICA or federal insurance 
contribution act taxes that are taxes that employers and self-employed workers pay to the IRS 
on your, 
 
00:15:49 our payroll amounts. So the IRS and state tax agencies require monies to be paid 
for unemployment insurance as well called Fooda, the federal unemployment tax act and state 
unemployment tax act. Okay? So when you do payroll, which you're not going to do yourself, 
you're going to have a service do for you. That payroll company will automatically do withholding 
on your payroll and pay your FICA and FUTA, 
 
00:16:19 and SUTA taxes combined. These are all called employer taxes, and you're used 
to your employer. If you're not your employer paying half of these, but when you're the business 
owner, you're paying the whole thing. So when you get a paycheck from an employer, the 
employer pays half of these taxes and you pay the other half. That's why your take home pay is 
lower than you expect oftentimes, 
 
00:16:45 but when you work for yourself and that includes getting a 10 99, by the way, you 
pay the entire amount. Now, currently this ends up being around 15%. You're going to hear me 
mention this a few times, because it's so important and a way that so many of you are getting 
screwed on taxes right now, those of you that can least afford it by the way. 
 
00:17:09 So that 15% is currently capped on income above $137,000. That's almost 
certainly going to change when a new administration comes in, but that's what it is now. And it is 
very likely why you've ended up paying way more than you expected in taxes. If you did not 
have your business set up properly and you weren't really making enough money. So as we 
discussed in our legal lesson on setting your business entity up, 
 
00:17:35 right, you really want to get yourself set up with a business entity that is taxed as 
an S corporation that is paying you on payroll. Now, when you aren't earning a lot of money, 
these can be complex to factor. And this is one of the ways that people who don't earn a lot of 
money get hurt by our current system. It actually costs you more to earn less sucky, 
 
00:18:00 but true. So the best thing that you can do is increase the value of your services 
so that you can earn more and then structure your business affairs to maximize your deductions 
so that you pay as little income taxes as possible, pay yourself a reasonable, but small salary on 
what you'll pay that 15% of payroll taxes by issuing yourself a W2 from your company, 
 
00:18:25 and then make investments and all the support services and the people in your 
community that you love. Those can be deductible, business expenses, as long as they're 
serving your business. So there are two tax systems out there. There's one for folks who don't 
know the tax rules, that's for people getting W2, wage statements. And then there's one for 
self-employed people like us, 
 



00:18:49 business owners, CEOs who do know and use the rules. I'm glad that you're 
going to fall on the camp of those who know how to use the rules and play the game. 
 


