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GoTaxGurus Guide: Effective LLC Tax
Strategies

This guide helps LLC owners choose the right tax setup, capture every allowable deduction,
and structure income in ways that legally reduce self-employment taxes—without risking
compliance. It's a plain-English walkthrough based on best practices into GoTaxGurus’
action-oriented format.

1. Pick the Right Tax Classification

Single-member LLCs are treated as disregarded entities by default (reported on the owner’s
Form 1040). Multi-member LLCs default to partnership treatment, with each member
reporting their share of profits and losses. Many LLCs elect S corporation status to manage
self-employment tax by splitting pay between a reasonable salary and distributions.

Pros & Cons Snapshot:

- Default (disregarded entity/partnership): simple and flexible, but all earnings are exposed
to SE tax.

- S corporation election (Form 2553): potential SE tax savings, but adds payroll and extra
filings; salary must be reasonable.

Tip: Revisit your classification as your revenue and goals evolve—what worked last year
may not be optimal this year..

2. Maximize LLC Deductions

Deduct ordinary and necessary business expenses: supplies, professional fees, marketing,
software subscriptions, bank fees, and qualifying education that maintains or improves
skills for your current work.

Home Office: Choose between (a) the simplified method ($5/sq. ft. up to 300 sq. ft.) or (b)
the regular method based on the business-use percentage of your home (mortgage interest,
insurance, utilities, repairs, depreciation). Use the method that produces the larger
deduction for you.

Vehicles: Choose the standard mileage rate or actual expenses (fuel, insurance,
depreciation). Newer or high-cost vehicles often benefit more from the actual-expense
method. Keep meticulous logs and receipts.
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3. Split Income Strategically

For LLCs taxed as S corps, balance salary and distributions. Pay yourself what you'd pay
someone else for the same role (“reasonable compensation”), and treat remaining profits as
distributions to potentially lower SE taxes.

Timing Matters: If you expect a lower bracket next year, consider deferring income; if a
higher bracket is coming, consider accelerating income. Do the opposite with deductions—
pull them into high-income years and defer them when income dips.

Employ Family Members: Paying genuinely for real work can shift income to lower tax
brackets (ensure reasonable pay and solid records).

Use Retirement Plans: Solo 401(k)s and SEP IRAs allow significant pre-tax contributions,
reducing current-year taxable income

Why This Matters for GoTaxGurus Clients

- Lower SE taxes: The right classification and salary/distribution mix can reduce
self-employment tax.

- Bigger deductions: Home office, vehicles, software, and education—captured correctly—
add up fast.

- Better cash flow: Smart timing of income and expenses smooths tax spikes and supports
growth.

- Ongoing optimization: Annual reviews keep your structure aligned with revenue and
goals.
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Next Steps
Action Item

Assess current LLC tax classification
(default vs. S corp election)

Run a reasonable-comp analysis and
payroll plan (if S corp)

Audit deductions (home office, vehicle,
subscriptions, CE/education)

Set up or increase Solo 401(k)/SEP
contributions

Create an income/expense timing plan for
next 12 months

Guru

Due Date

This month

Within 2 weeks

Within 30 days

Before year-end

Quarterly review

Need help putting these strategies into action?
GoTaxGurus can model salary vs. distribution, evaluate tax classification options, and map
a year-round deduction plan. Book a strategy session to get a tailored, audit-ready plan.

Schedule a consultation today!
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