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Tax-Reduction Strategies
In this lesson, students learn about the basics of income taxes and the role of financial planners in helping clients to minimize the amount of taxes they pay using legal strategies. Among the strategies they learn are tax-deferred investments and the reduction of taxable income through charitable gifts. Students practice their knowledge by providing a set of recommendations on how to reduce taxes for three hypothetical clients.
This lesson is expected to take 2 class periods.
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Lesson Framework
Learning Objectives
Each student will:
Explain key concepts within income tax codes
Describe the basic process involved in filing income tax forms
Develop effective tax-reduction strategies that meet the needs of hypothetical clients
Academic Standards
The relevant Common Core State Standards are too extensive to list here but are an important basis for this lesson. For details, please refer to the separate document “Correlations to the Common Core Standards” (available in the Course Planning Tools section of the course materials).
Students will learn that taxes are paid to federal, state, and local governments to fund government goods and services and transfer payments from government to individuals. They will also learn that the major types of taxes are income taxes, payroll (Social Security) taxes, property taxes, and sales taxes (National Standards for Financial Literacy, Standard I, Grade 12, Benchmark 7)
Students will learn that people’s sources of income, amount of income, as well as the amount and type of spending affect the types and amounts of taxes paid (National Standards for Financial Literacy, Standard I, Grade 12, Benchmark 8)
Utilize accounting tools, strategies, and systems to plan, monitor, manage, and maintain the use of financial resources (Common Career Technical Core 2012, FN-ACT 2)
Understand and apply basic procedures in the accounting cycle (McREL Business Education Standards 1999, Standard 1)
Analyze the role of government in economic systems, especially the role of government in the US economy (NBEA National Business Economics Association 2013, Economics VII. The Role of Government)
Identify various forms of income and analyze factors that affect income as a part of the career decision-making process (NBEA National Business Economics Association 2013, Personal Finance II. Earning and Reporting Income)
Assessment
	Assessment Product
	Means of Assessment

	Written recommendations to hypothetical clients on how to reduce their taxes (Student Resource 20.3)
	Assessment Criteria: Tax-Reduction Recommendations (Teacher Resource 20.2)


Prerequisites
A working knowledge of the role and function of investment products
Knowledge of personal budgeting, including income and expenses
Ability to write client recommendations using professional grammar and tone
Instructional Materials
Teacher Resources
Teacher Resource 20.1, Presentation and Notes: Income Tax Basics (includes separate PowerPoint file)
Teacher Resource 20.2, Assessment Criteria: Tax-Reduction Recommendations
Teacher Resource 20.3, Key Vocabulary: Tax-Reduction Strategies

Student Resources
Student Resource 20.1, Reading: Income Tax Basics
Student Resource 20.2, Strategies Activity: Common Tax Reductions 
Student Resource 20.3, Assignment: Tax-Reduction Recommendations
Equipment and Supplies
Blackboard, whiteboard, or flip chart
Computer and LCD projector for PowerPoint presentation
Three signs, labeled AGREE, DISAGREE, and NOT SURE
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Lesson Steps
	Step
	Min.
	Activity

	
	
	class period 1

	1
	15
	Three Corners Activity: All about Taxes
The purpose of this springboard is to get students to think about different elements of the federal and state tax codes and to begin forming and expressing their opinions on the subject of tax reduction.
Before the class begins, place three signs, one in each of three corners of the room: AGREE, DISAGREE, and NOT SURE.
Introduce the topic of this lesson: the strategies that financial planners recommend to clients to help them reduce the amount of taxes they pay.
Engage prior student learning by asking students this question:
What do you already know about taxes?
Write their answers on a blackboard, whiteboad, or chart paper. The class likely has some prior knowledge of sales tax, income tax, property tax, and even payroll tax (such as Social Security and Medicare). Stop this activity after about five minutes. It is not necessary for this list to be comprehensive at this time.
Now introduce the class to the three corners activity. Ask students to stand near the room’s center. Tell them that you will be making a series of statements related to taxes and that they should think about each, discuss them with a partner, and then move to the corner that best describes how they feel about the statement.
It is ethical for a financial planner to recommend taking advantage of as many tax code regulations as possible to reduce taxes as much as possible.
The more a person earns, the higher taxes he or she should pay.
The majority of tax money that most people pay is in income taxes.
If a person makes a smart investment, such as in a piece of property that goes up in value, the person shouldn’t have to pay a tax (capital gains tax) on the money made when he or she sells the property.
After the students have moved to their respective corners, ask for volunteers in the AGREE and DISAGREE corner to share why they believe as they do. Before moving on to the next question, give the NOT SURE group a chance to move to one of the other groups based on the shared responses.
Close this activity by explaining that taxation remains a controversial and heated issue in the United States, with a spectrum of views on the fairness of taxation and its different implementations. In this lesson, however, the focus is on how financial planners can work within the existing tax laws to reduce the total amount of taxes their clients must pay.

	2
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	25
	Presentation: Income Tax Basics
This activity gives students an in-depth look at how the federal income tax code works, including tax filing. It also develops students’ listening and note-taking skills.
To prepare, make notes to guide class discussion using Teacher Resource 20.1, Presentation Notes: Income Tax Basics. Have Teacher Resource 20.1, Presentation: Income Tax Basics (separate PowerPoint file), ready to show as a full-screen slideshow using an LCD projector.  
(Note: The presentation assumes that students have only a very basic knowledge of taxes. It explains the purpose of taxes, what is taxable, the progressive nature of the federal income tax codes, and how and when taxes are filed, including self-employment taxes. The presentation covers state taxes only briefly because state taxes vary widely from state to state and some states have no income tax.)
As they watch the presentation, have students use the Cornell note-taking system or your preferred system as a way to effectively record the information they learn. Have students use the next available page in their notebook and divide the paper into two columns, leaving room at the bottom for a brief summary. During the presentation, instruct students to record important details, key ideas, and phrases and definitions in the right-hand column. Explain to students that they will be using the left-hand column to record key words, terms, dates, and any questions about their ideas from the right-hand column that they would like to ask when the presentation is complete. 
Introduce the presentation by asking students to list all of the things they think are usually included as taxable income. If time permits, you can have the students create an initial list in pairs and then share out, or you can work with the whole class together, making sure to involve as many students as possible.
Their list should include:
Earned wages or income from a job
Rent from income property
Interest earned on investments and savings (except tax-deferred investments)
Profits from the sale of an asset, such as stocks or property (capital gains)
Gifts over a certain amount
Prizes, such as lottery winnings
Fill in any that the students miss, and use the opportunity to briefly define any of these terms.
Present the slideshow. Use the notes you prepared and the questions on the slides to encourage class discussion.
This presentation is duplicated as Student Resource 20.1, Reading: Income Tax Basics. If an LCD projector is unavailable, students can read the presentation, answer the discussion questions in their notebook, and discuss their answers as a class. This student resource is also useful for review.
After the presentation, have students pair up to compare notes for completeness and accuracy and to share their summaries. Once pairs have reviewed their note-taking guides with each other, call on students to share their summaries with the class. 
Option: Download and make copies of the federal tax form 1040 (available at http://www.irs.gov/formspubs/) and have students use it to follow along during the presentation.

	3
	10
	Activity: Tax-Reduction Strategies
The purpose of this homework activity is to give students the chance to explore some of the most common tax-reduction strategies that financial planners might recommend to their clients. It focuses on the following college and career skill:
Locating, evaluating, and applying information
Explain to students that financial planners recommend a number of strategies to help clients reduce their tax burden, and that some of these activities reduce income, others provide deductions, and others defer taxation.
Ask students to read the directions in Student Resource 20.2, Strategies Activity: Common Tax Reductions, and answer any questions they may have.
Let students know they should complete the resource and return it during the next class period, when they will review their answers, and that they should use the resource to help them provide tax-reduction recommendations to hypothetical clients.
Also, ask students to visit the website http://tiny.cc/Planning_HSW_Taxes, where they will find a list of 10 additional tax-reduction strategies. Ask students to choose three strategies and write them on the resource, again grouping them by type.

	
	
	CLASS PERIOD 2

	4
	10
	Review: Tax-Reduction Strategies
The purpose of this activity is to review the homework and prepare students for the next assignment.
Group students into triads, and ask them to compare their answers in Student Resource 20.2, Strategies Activity: Common Tax Reductions, for accuracy and completeness, editing and adding to their original responses as needed.
Ask students if any of the sections were confusing. If so, ask students to volunteer their answers, or provide the answers if necessary.
Close by explaining to students that they will be putting their knowledge to use in the next activity by helping a set of hypothetical clients reduce their taxes.
You may want to gauge student understanding by assessing this assignment on a credit/no-credit basis.

	5
	25
	Client Recommendations: Tax-Reduction Strategies
In this activity, students get a chance to practice their learning by making tax-reduction recommendations to a set of clients.
Ask students to remain in their triads. Ask each student to read Student Resource 20.3, Assignment: Tax-Reduction Recommendations, which contains a set of three hypothetical clients and their situations. Each client will need to follow a different set of strategies to reduce his or her taxes. It is the job of the students to choose from the strategies they have studied to recommend the right ones to the client. Make sure that students clearly understand the assessment criteria located at the end of the resource; answer any questions. 
Give groups some time to discuss the scenarios and share with one another some of the tax-reduction strategies. Once groups have discussed the scenarios, have students return to their seats to individually complete the assignment. 
As students work, circulate among them to provide encouragement and assistance as necessary.
Use Teacher Resource 20.2, Assessment Criteria: Tax-Reduction Recommendations, to assess student work.

	6
	15
	Sharing Out: Tax-Reduction Recommendations
The activity provides students an opportunity to check their work and learn from others.
When students are done with their recommendations, ask them to reassemble in their groups from earlier in the class period, and ask each group to share their recommendations for one of their clients. Take turns until each group has had a chance to share.
Close the lesson by asking students to share, by show of hands, if they think opportunities and temptations to act unethically when creating tax-reduction strategies and/or filing tax forms are very common, common, or rare.
Let them know that in the next lesson they’ll be looking at ethics in financial planning, and they’ll get a chance to explore questions like this in more depth.


Extensions
Enrichment
Tax form activity: This activity familiarizes students with the federal tax forms. Ask students to visit the website http://www.irs.gov/formspubs/ and download federal tax form 1040. Write down various types of income on index cards, from wages to rental property, capital gains, and investment earnings. Do the same with a variety of deductible expenses. Hand out the cards, several to each student participating, and have them use the information on the cards to fill out the tax form.
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