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Josh “CPA on Fire” Bauerle first appeared on the Side Hustle Show back on episode 

208 to answer some listener questions and help side hustlers save some money with 

his tax saving tips. 
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There were some new tax law changes that went into effect for 2018, so I invited Josh 

back on the show to explain how these changes impact side hustlers, entrepreneurs, 

and small business owners. 

Changes for Pass-Through Entities 

If you have a business, it’s almost certainly classified as a Pass-Through Entity. This 

means that the business doesn’t pay the taxes on the profits, you pay them yourself.  

Simply put, anything other than a C-Corporation is a Pass-Through Entity. 

For Pass-Through Entities, the new tax code says that instead of paying taxes on 100% 

of your profits as you had to previously, you now only pay taxes on 80% of your profits. 

This is a huge deal for any moderately successful businesses and can mean significant 

huge tax savings. 

It’s worth noting that this applies to sole proprietors too. There are some stipulations for 

service-based businesses, however. If you earn above $315k and are married, or $175k 

if you’re single your salary has to reach a certain threshold to maximize the 20% 

deduction. 

This is to ensure you’re being paid a fair wage, and the IRS likes that salary to be as 

high as possible so they can get their payroll taxes. 

“It’s a very good deal for Pass-Through Entities,” Josh said, “but you want to talk to 

somebody as there are a lot of moving parts here.” 

Changes in C-Corporation Taxes 

C-Corps pay their taxes through the business, not personally, and there’s some good 

news for C Corps under the new tax laws. “C-Corps are getting a pretty good deal out of 

this; their tax rate is going from 35% to 21%,” Josh said. 

This shouldn’t apply to side hustlers and small business owners however. Josh said that 

99% of the audience shouldn’t be set up as a C-Corp, even though it sounds like you’ll 

be paying less tax on your profits. 

This is because you will pay tax again (double taxation) on any cash you take out of the 

business for personal use. C Corporations are for large businesses that intend to keep 

their cash invested or raise money from outside investors. 

Doubling the Standard Deduction 

When filling out your personal tax return last year, you got a Standard Deduction of just 

under $13k if you’re married, or just under $7k if you’re single. This was the amount of 

tax-free income the IRS gives everyone. 

You have the option to itemize your deductions to see if you can beat the standard 

deduction though, and if you are a homeowner, pay mortgage interest, make charitable 



donations, have medical expenses, and some other items, this was usually the better 

option. 

Under the new changes, the standard deduction amounts are almost doubling. This 

means $24k for married people, and $12k for single people is now the tax-free 

allowance. 

This presents some decent tax savings, particularly for those who rent. 

Changes to Child Tax Credits 

Child tax credit is doubling from $1k for each child under 17 in your household, to $2k 

per child. The limits are increasing too. You used to see the credit phasing out when 

you hit $110k of income and you would lose it completely when you earned $130k. 

Under the new tax laws introduced at the end of 2017 the limit to lose child tax credit 

has increased to $300k. This makes claiming child tax credits accessible to a lot more 

people. 

Changes to the Personal Exemption Deduction 

So far, for most people, all the changes covered have meant you’ll be paying less tax, 

but it can’t all be good news. One change that’s going to hit the pocket is the removal of 

the Personal Exemption Deduction. 

Under the old plan, anyone earning under $600k a year was able to claim a $4k 

deduction per dependent. So, a family of 4 were taking $16k off before deducting taxes. 

This has now been eliminated. 

Changes to State and Local Taxes and Property Taxes 

“This is going to have a lot of people upset in the high-income bracket,” Josh said. 

Under the old plan, there was no limit to the amount of state and local income, sales, 

and property taxes you could deduct. 

Under the new plan this is now capped out at $10k.  

Changes to Overall Tax Rates 

There are some changes to the overall tax rates too. The highest bracket went from 

around 40% to 37%, with this filtering down across the other tax brackets so you’ll 

notice a small change to your overall tax from this change. 

Tax Questions from the Side Hustle Facebook Group 

Q. Should I Set up a Roth IRA for My Kid If He Works in My Business? 

A. If your child is doing some kind of relevant work for your business Josh says this is a 

great idea. 



You’re putting some money aside into a retirement fund and catching a small tax break 

at the same time. 

Q. What’s the Difference Between a Tax Attorney and a CPA? 

A. Generally speaking, a CPA is going to file your taxes. A tax attorney is going to come 

into play if there are any issues to resolve after your taxes have been filed. 

Q. Any Changes to Mortgage Interest Deductions? 

A. Under the old plan you could only deduct mortgage interest on the first $1 million on 

loans you have against your personal residence, this has now been cut to $750k. 

Two things Josh said to remember: 

1. This only applies to new home purchases. If your loan is already in place you can 

still deduct against the $1 million. 

2. This only applies to personal residences. Investors can still deduct interest 

expenses on rental properties. 

Q. Is There a Tax Advantage to Running Healthcare Through My Business? 

If you don’t have access to a group plan through a spouse and you’re self-employed 

you can run your healthcare through your business. 

Josh says it makes no difference from a tax benefit perspective though and is only 

worth doing if you have some employees and are looking for a group deal. 

Josh recommends talking to a health insurance expert as there are some other options. 

He’s on a Healthshare plan and saves money this way, so it’s worth getting some 

further advice on the topic. 

Josh’s #1 Tip for Side Hustle Nation: 

“Tax tip - Get the proper business entity. 

General business tip – Get in front of other people’s audiences.” 

More Info: 

• http://cpaonfire.com/ 
• http://www.sidehustlenation.com/272 

 
Until next time! 

-Nick 
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