How To Use Professional Tax Preparer Software
To Unlock S Corporation Tax Benefits

Every sole proprietor knows the sting of self-employment taxes cutting into their
hard-earned profits. But what if you could shift that burden and unlock significant tax
savings for your clients? By leveraging the power of Al in professional tax preparer
software, you can do just that—while boosting profitability and enhancing your advisory
services.

For sole proprietors, income reported on Schedule C is hit with hefty Social Security and
Medicare taxes, reducing their take-home pay. S corporations, however, offer a solution. By
splitting income between reasonable wages and distributions, clients can slash their payroll
tax obligations, saving thousands annually.

Al-driven tax technology helps you identify these opportunities in your client database with
speed and precision. By automating the analysis, report generation, and communication,
you can transform routine tax prep into high-value advisory services—securing new
revenue streams for your firm.

Identifying S Corporation Opportunities Using Al

Finding the right tax-saving strategies for your clients can feel like hunting for a needle in a
haystack. That's where Al tax technology steps in, turning a time-consuming process into a
streamlined, automated task. By identifying clients who could benefit from forming an S
corporation, Al saves you time and opens up new possibilities for their tax savings.

How Al Analyzes Client Data

Professional tax preparer software can quickly scan client financials and identify those with
potential S corp tax savings. It analyzes income patterns, expenses, and self-employment
tax obligations to pinpoint opportunities for reducing payroll taxes. For example, a sole
proprietor facing significant self-employment tax liabilities can switch to an S corp structure
and enjoy a substantial tax reduction.



Spotting Key Patterns in Client Financial Data

Al excels at recognizing patterns in financial data, helping you identify clients who would
benefit most from an S corp conversion. Whether dealing with one client or processing an
entire database, Al can analyze multiple files simultaneously, spotting opportunities at
scale and ensuring no potential tax benefit goes unnoticed.

Maximizing Tax Savings: S Corporation vs. Sole Proprietor

When it comes to taxes, a business's structure can make a big difference in how much a
client pays. Sole proprietors face self-employment taxes, while S corporation owners
benefit from splitting their income between wages and distributions, which can drastically
reduce payroll tax obligations. Knowing the difference is key to helping clients keep more of
their hard-earned money.

Sole proprietors pay self-employment taxes on their entire net income, covering both
Social Security and Medicare. On the other hand, S corp owners only pay payroll taxes on

the wages they receive, while the rest of the income is distributed and subject only to
income tax, avoiding extra payroll taxes.

For example, A sole proprietor earning $45,000 would pay approximately $6,358 in
self-employment taxes. By switching to an S corp and paying themselves a salary of
$20,000, they can significantly reduce their payroll tax obligations, offering considerable
savings.

Watch the Savings Grow With Income

A sole proprietor with no other employees and reporting net income from Schedule C of
$170,000 would generally pay about $25,459 in self-employment taxes (with Social Security
taxes capped at $168,600 and Medicare taxes applied to the full income).

In comparison, if the business were organized as an S corporation, paying the owner
$70,000, the employer payroll taxes would be $5,355, leaving a net distributable income of
approximately $94,645. This structure can result in significant tax savings for high-income
earners.


https://www.nolo.com/legal-encyclopedia/how-sole-proprietors-are-taxed-30292.html#:~:text=Sole%20proprietors%20must%20make%20contributions,for%20employees%20of%20a%20business.
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Using Tax Software To Create S Corporation Tax Reports

Professional tax preparer software takes the guesswork out of identifying tax-saving
opportunities for clients. It lets you quickly generate tailored S corporation tax savings
reports, transforming a time-consuming process into a streamlined, automated workflow.
From identifying clients who could benefit from an S corp setup to delivering a
comprehensive analysis, tax software handles it all in a few simple steps.

Once the tax technology has identified S corp opportunities and generated a savings
report, it can automatically email the detailed analysis directly to your client. This
eliminates manual follow-ups and ensures clients receive timely, personalized information
highlighting their potential tax savings.

Using the Software for Client Outreach

Tax reports generated by professional software can do more than inform clients—they can
serve as paid deliverables that add value to your service offerings. Firms often charge
between $1,500 and $2,000 for a detailed S corp tax savings analysis, turning these reports
into a new revenue stream. With clear data showing how much clients can save, these
reports make a compelling case for your advisory services.

Packaging and Offering Additional Services

Beyond identifying savings, professional tax preparer software enables you to package
additional services like S corp setup, tax election, and ongoing annual filings. For example,
you might charge $1,000 for setting up the S corp, $500 for filing the 2553 form, and
another $1,500 for annual tax filings. By bundling these services, you provide added value

while securing long-term client relationships.

Instead of focusing solely on annual tax preparation, professional tax preparer software
empowers you to transition into a proactive advisory role. You position your firm as a
strategic partner by offering S corp advisory services. This shift increases client retention
and helps your firm grow by delivering personalized, high-value services beyond basic tax
compliance.

Why S Corporation Is a Tax-Optimal Structure

A business's structure plays a crucial role in maximizing tax savings. S corporations offer

several advantages that make them an optimal choice for many small business owners.



https://www.irs.gov/businesses/small-businesses-self-employed/s-corporations
https://www.forbes.com/advisor/business/s-corporation/
https://www.forbes.com/advisor/business/s-corporation/

By shifting income and taking advantage of employee benefits, S corporation owners can
significantly reduce their tax burden while gaining access to tax-friendly benefits not
available to sole proprietors.

Key Benefits of S Corporations

S corporations come with a range of benefits that can lead to substantial savings and better
financial planning:

e Lower Payroll Taxes: S corporation owners can significantly reduce payroll taxes by
paying part of the income as distributions instead of wages.

e Employee Benefits: S corp owners qualify for more tax-friendly benefits, including
health insurance and retirement contributions.

e Employee Stimulus Benefits: Recent tax legislation offers employee-focused
benefits, such as forgivable paycheck protection loans and employee retention
credits. These are often out of reach for sole proprietors but available to S corp
owners.

e Business Planning: As a separate legal entity, an S corporation requires distinct
accounting records, helping business owners maintain financial discipline, separate
personal and business finances, and implement smart tax strategies for future
growth.

Let's compare a sole proprietor who incurs expenses for health insurance and retirement
contributions with an S corporation owner. While the sole proprietor pays self-employment
taxes on their earnings before deductions, the S corporation owner receives better tax
treatment, enjoying deductions before paying taxes.

Strategies for Maximizing S Corporation Tax Benefits

With the right strategies, S corporations can provide substantial tax savings for your clients,
and with Al-powered technology used in accounting, identifying and implementing these
strategies becomes effortless. By automating the analysis and advisory process, you can
enhance your services, increase efficiency, and drive more revenue for your tax firm. Let's
look at how Al can help maximize S corp tax benefits.



1. Allocating Income Between Salary and Distributions
Professional tax preparer software makes determining the right balance between
salary and distributions easy, optimizing payroll tax savings. The software analyzes
client income and expenses, ensuring that the salary paid is reasonable while
maximizing distributions to minimize taxes. This automation takes the guesswork
out of planning and frees up time for more high-value advisory services.

2. Tailored Tax Strategies for High-Income Earners
High-income clients benefit the most from S corp structures, and Al helps tailor
these strategies by recognizing how their earnings exceed the Social Security wage
base. Al can quickly calculate the optimal income split, allowing you to provide
personalized, high-impact recommendations that lead to bigger savings for your
clients—and more advisory opportunities for your firm.

3. Compliance and Advisory Services as Value-Added
Al software streamlines compliance by automating routine tasks like payroll and tax
filings. This allows you to focus more on offering advisory services, where the real
value lies. Using Al to spot tax-saving opportunities and provide proactive strategies
positions your firm as a strategic partner, offering ongoing tax planning services that
increase client loyalty and revenue.

Annual Limits and Phase-Out Ranges

Understanding annual tax limits and phase-out ranges is crucial for maximizing S
corporation tax benefits, especially for high-income clients. Remembering these thresholds,
you can guide your clients toward even more significant savings. Identifying these
opportunities and providing personalized advice becomes a breeze with Al-powered
technology used in accounting.

Understanding the Social Security Wage Base
In 2024, the Social Security wage base limit was set at $168.600. For sole proprietors, this

means paying 12.4% in Social Security taxes on all earnings up to that limit. On the other
hand, S corp owners only pay Social Security taxes on the wages they receive—not the

distributions. Once a client's earnings exceed the wage base, additional income isn’t subject
to Social Security taxes, which changes the tax savings equation for higher earners.


https://www.ssa.gov/oact/cola/cbb.html
https://www.ssa.gov/pubs/EN-05-10022.pdf

Al-powered tax software can easily flag clients approaching or exceeding this limit and help
you advise them on allocating income between salary and distributions. By automating this
process, the software ensures that high-income clients get the most out of their S corp
setup while optimizing tax savings.

Medicare Tax Implications

The Medicare tax rate is a flat 2.9% on all earnings, regardless of income. However, S corp

structures can mitigate this tax impact by allowing owners to reduce their taxable wages,
limiting the Medicare tax liability. This is especially beneficial for high-income earners who
would otherwise be subject to the full Medicare tax on all earnings.

With Al technology used in accounting, you can quickly analyze how much of your client's
income is subject to Medicare taxes and provide personalized recommendations to reduce
their overall tax liability. By automating the process, Al ensures that your clients are always
in the best possible position regarding tax savings.

[SaaS Product]: Unlock S Corporation Benefits and Elevate
Your Advisory Services

The power of Al in accounting is undeniable, and [SaaS Product] takes it a step further by
helping you unlock the full potential of S corporation structures for your clients. By
automating essential tasks and enhancing your advisory services, [SaaS Product] allows you
to focus on delivering high-value tax strategies that drive real results.

e Automated S Corporation Tax Planning: Forget about sifting through client data
manually. [SaaS Product] quickly identifies clients who would benefit from an S corp
setup, automates the creation of tailored tax savings reports, and even handles
compliance tasks—all in one platform.

e Efficient Savings Analysis & Client Outreach: With [SaaS Product], you can
perform detailed S corp tax analysis in minutes, assess various income scenarios,
and provide actionable insights to your clients. The software even automates client
outreach, ensuring timely communication and positioning you as a proactive
advisor.

e Real-Time Compliance Updates: Stay ahead of the curve with real-time compliance
updates. [SaaS Product] keeps your firm aligned with the latest tax laws and


https://www.irs.gov/taxtopics/tc751

regulations, allowing you to offer up-to-date advice on complex S corp strategies
without the manual research.

e Grow Revenue Through Advisory Services: [SaaS Product] streamlines tasks and
opens up new revenue streams by enabling you to offer high-value services like S
corp setups, tax elections, and ongoing tax planning. This shift from basic tax prep
to a proactive advisory role can transform your firm into a dynamic, growth-driven
practice.

Experience the efficiency and revenue gains [SaaS Product]'s professional tax preparer
software brings to your tax firm. Elevate your practice by unlocking S corporation tax

benefits and delivering unmatched advisory services that drive client success.

Try [SaaS Product] Free Today and See How It Can Transform Your Tax Practice.



