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Preface:


A Tale of Two Taxpayers




 




 




Meet

Alex and Jordan—two friends who earn the same income but live very different

financial lives. Alex is a classic W-2 employee, diligently paying taxes out of

each paycheck and assuming that taxes are as inevitable as the sunrise. Jordan,

on the other hand, has learned to think like an entrepreneur when it comes to

taxes, even while drawing a salary. Jordan tracks expenses, devours tax books,

and asks a simple question about every dollar spent: “Is there a way this could

be tax-deductible?”




One evening in early 2026, over coffee, Alex vents about a

small tax refund. “I barely got anything back. I guess that means I did it

right—paid just enough. But I feel like I’m always behind.” Jordan smiles and

pulls out two tax returns from 2025—one belongs to a client who’s a “poor

taxpayer” (someone who misses opportunities, like Alex) and the other to a

“rich taxpayer” (someone who maximizes every deduction). Both taxpayers earned

$80,000 in 2025. But the poor taxpayer took the standard deduction only, while

the rich taxpayer strategically claimed deductions for everything from a home

office to a new law’s special “overtime” deduction. The result? The rich

taxpayer legally owed thousands less in taxes.




Jordan slides a simple comparison across the table. Alex’s

eyes widen as they read.




TABLE: Comparison of 2025 Tax Outcomes: Poor versus Rich

Taxpayer




Category—Poor Taxpayer (Alex-style) versus Rich Taxpayer

(Jordan-style):




 




1.    

Gross income (same W-2 pay): $80,000 →

$80,000




2.    

Mindset: “Taxes happen to me” →

“Taxes are a system to plan within”




3.    

Recordkeeping: Minimal →

Tracks receipts, mileage, and documentation




4.    

Key deductions used: Standard deduction only → Uses available deductions (e.g., qualified overtime

if eligible, retirement, home office/side-hustle where applicable)




5.    

Credits checked: Rarely →

Checks eligibility each year (education, family, energy, etc.)




6.    

Outcome: Higher taxable income and tax due → Lower taxable income and tax due (legally)




 




Comparison of 2025 tax outcomes: poor versus rich taxpayer.

In the table above, both individuals earned the same salary, but the “rich

taxpayer” used the rules proactively (deductions, documentation, and timing) to

reduce taxable income and federal tax owed. The key takeaway is not a

trick—it’s planning plus proof.




“How is this possible?” Alex asks, equal parts astonished

and skeptical. Jordan explains that in 2025, a new law, nicknamed the One Big

Beautiful Bill Act (OBBBA), unleashed a slew of fresh tax deductions aimed at

helping working Americans. “Congress essentially put some big tax breaks on the

table, but you have to know they exist to grab them,” Jordan says. “And even

aside from the new stuff, there were already plenty of deductions people

ignore. The tax code actually encourages smart financial behavior—if you pay

attention.”




That conversation inspired this book. In the pages to come,

we follow characters like Alex (our everyman W-2 worker) and Jordan (the

budding tax-savvy friend), along with entrepreneurs, teachers, and even

retirees, as they navigate the world of deductions. Each chapter tackles a

different type of deduction or strategy. You’ll see narrative examples of how

these tax rules apply in real life, charts or tables that break down the

numbers, and clear explanations of the legal basis for each deduction (with footnotes

pointing to the Internal Revenue Code, regulations, IRS guidance, and relevant

court cases for those who love details).




By the end, you will understand how a “rich taxpayer” thinks

and operates. It’s not about tax evasion or any shady scheme; it’s about using

the incentives built into the law for your benefit. As I often tell my clients:

“The tax code is thousands of pages long; somewhere in there is a gift with

your name on it. Let’s find it.” This book will help you find your gifts.

Whether you’re a W-2 employee who has never itemized a deduction in your life,

or a self-employed business owner juggling receipts, or even an investor or

high earner looking for the next level of tax strategy—the lessons here will

empower you to keep more of your hard-earned money.




So, get comfortable and maybe grab your Form 1040 for

reference. As you read these chapters, imagine yourself in each story. Could

you be doing the same thing to cut your taxes? Chances are, the answer is yes.

The difference between paying the government and investing in your own future

often boils down to knowing the rules of the game. It’s time to learn those

rules.




Let’s begin this journey with the most important shift of

all: changing how you think about taxes. As you’ll see in chapter 1, a simple

change in mindset—from viewing taxes as a burden to viewing them as an

opportunity—can set you on the path from being a poor taxpayer to a rich

taxpayer.




 




Note: The scenarios and individuals in

this book are illustrative; however, the tax numbers and laws are very real.

All tax law discussions reflect US federal income tax law as in effect in

January 2026, including the One Big Beautiful Bill Act of 2025 (signed July 4,

2025) and IRS inflation adjustments for tax year 2026 where noted. Dollar

thresholds can change each year; verify current-year figures for filings beyond

the tax years discussed. Always consult a professional for personalized advice,

but let this book serve as your comprehensive roadmap.


















 




CHAPTER 1:


The New Tax Mindset—


Why Deductions Matter More Than Ever




 




 




“It’s not how much you make, it’s how much

you keep.” 




–Robert T. Kiyosaki




 




Alex

had heard that old adage before, but it hit differently now. In early 2025,

with inflation nibbling at every dollar, Alex realized that a salary raise

wasn’t fully his—the IRS would take its cut off the top. Meanwhile, Alex’s

friend Jordan seemed to keep so much more of each dollar earned. The secret,

Jordan confided, was tax deductions.




Story: Awakening to Deductions




On a chilly February morning, Alex and Jordan carpooled to

work. Alex was excited about a recent pay raise to $80,000 a year. But that

excitement dimmed when the first paycheck arrived and the federal withholding

was higher. “I got a 10 percent raise, but my take-home only went up by maybe 7

percent. Where did the rest go?” Alex grumbled. 




Jordan pulled into a parking spot and replied, “It went to

taxes, of course. But have you adjusted your W-4 for the new No Tax on Overtime

deduction? Or the others from that new 2025 tax law?” 




Alex looked blank.




Jordan explained that the One Big Beautiful Bill Act of 2025

had created new deductions and extended others. For example, if Alex worked

overtime or earned tips or even paid interest on a car loan, there were fresh

deductions on the table. 




Alex was surprised. “I thought deductions were just for

homeowners or business owners. I’m just a single filer with a W-2.” 




Jordan shook his head. “That used to be kind of true, but

not anymore. Lawmakers realized regular workers needed breaks too. You just

have to know about them.”




Deductions = Money in Your Pocket




A tax deduction reduces your taxable income. Lower taxable

income means less tax, which means you keep more money. It’s that simple, but

the impact can be dramatic. For instance, if you’re in the 22 percent tax

bracket, a $1,000 deduction could save you $220 in tax. Some deductions are

“above-the-line” (reducing your adjusted gross income), others are “itemized”

(below-the-line, requiring you to forgo the standard deduction). We’ll explore

those concepts in chapter 2. What matters here is that each deduction is an

opportunity to reclaim part of your paycheck from the IRS.




In 2025, deductions matter more than ever because the tax

law changes gave and took away certain benefits simultaneously. The new law

made the higher standard deduction permanent and even boosted it a bit, which

is great for many. But it also means fewer people itemize, potentially

overlooking itemizable expenses. At the same time, targeted deductions like the

ones for overtime, tips, car loan interest, and seniors (all introduced in

2025) mean there are new opportunities to reduce your taxable income if you

qualify. The mindset shift is to start actively looking for deductible expenses

in your life.




Jordan’s approach to any major spending is to ask: “Is there

a tax deduction or credit for this?” When buying a car, Jordan remembered the

No Tax on Car Loan Interest deduction and chose a qualifying American-assembled

car, planning to deduct the interest. When choosing to pick up extra shifts,

Jordan knew the overtime premium portion could be deducted under the new law.

These decisions illustrate the proactive mindset of a “rich taxpayer.”




The 2025 Law: A Big (Beautiful) Deal




Let’s briefly outline what the One Big Beautiful Bill Act of

2025 (OBBBA) changed for individual taxpayers, because it set the stage for

many chapters in this book. This massive law (Public Law 119-21) was signed on

July 4, 2025. It did a lot, but here are key points that a savvy taxpayer

should know:




 




·   

Extended tax cuts: It permanently extended the lower tax brackets

from the 2017 Tax Cuts and Jobs Act (TCJA) so the rates on your income didn’t

jump back up in 2026 as they were scheduled to. In fact, it even tweaked

brackets to be a bit more generous at the low end.




·   

Higher standard deduction: It locked in the doubled standard

deduction from TCJA and nudged it slightly higher for 2025 ($15,750 single,

$31,500 married). That’s a simple deduction anyone can take.




·   

New deductions for workers: It created four temporary deductions

for 2025 to 2028: “No Tax on Tips,” “No Tax on Overtime,” “No Tax on Car Loan

Interest,” and an extra deduction for seniors over sixty-five years old. These

are targeted at middle-class folks—service industry employees, hourly workers,

car-buyers, and retirees.




·   

SALT cap raised: It raised the cap on the state and local tax

(SALT) deduction from $10,000 to $40,000 for 2025 to 2029, but with a twist: If

your income is over $500,000, that cap starts to shrink back down. So higher

earners get less benefit from SALT. (We’ll unpack this in chapter 3.)




·   

Permanent rules: It made permanent many TCJA changes that were

due to expire after 2025: the lower mortgage interest cap ($750,000 of debt);

no more miscellaneous itemized deductions like unreimbursed job expenses

(except a new carve-out for educators); and no return of the Pease itemized

deduction phase-out. In short, the tax landscape of 2018 to 2025 is largely the

new normal going forward.




·   

New “Trump Accounts” for kids: The law even created new

tax-advantaged savings accounts nicknamed “Trump Accounts” for

children—interesting, but not a deduction. (It’s more like a new type of IRA

for minors.) I mention it in case you hear the term.




 




By the end of 2025, the IRS was busy issuing guidance on how

to claim the new deductions. Tax pros and news sites were buzzing. Yet many

everyday taxpayers like Alex might have missed the memo. This book is here to

make sure you don’t miss out.




Mindset in Action: A Quick Example




Consider two coworkers, each earning $60,000 in 2025 with a

little side income. Both rent their homes (no mortgage interest deduction) and

have moderate state taxes. Chris, the “poor taxpayer,” takes the standard

deduction of $15,750 and calls it a day, figuring there’s nothing else to do.

Pat, the “rich taxpayer” mindset coworker, takes the standard deduction and

also claims $5,000 in overtime pay deduction (Pat picked up extra shifts), and

$2,000 in student loan interest paid, and maxes out a retirement account at

work which isn’t a deduction on the return but lowers taxable wages. Pat also

kept track of an unreimbursed $300 work expense—not normally deductible under

TCJA rules, but since Pat is a teacher, it’s fully deductible as an itemized

expense beyond the standard deduction due to the new carve-out (we’ll discuss

that in chapter 7). 




At tax time, Chris has taxable income of roughly $44,250

(after the $15,750 standard deduction). Pat, on the other hand, has taxable

income closer to $37,250 after factoring in those above-the-line deductions and

adjustments. Assuming a 22 percent marginal bracket for simplicity, Pat will

owe roughly $1,540 less in federal tax than Chris. That’s real money saved.




Now, $1,500 might not sound life-changing, but remember: Pat

didn’t earn extra money—Pat simply kept more of what was earned. Over a decade,

if such differences persist, the one who consistently maximizes deductions

could be tens of thousands of dollars ahead. Those savings can seed an

investment account, pay down debt, or fund further education.
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