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Chapter 6: Artificial Intelligence and Tax Planning: How to 
Plan Smarter, Not Harder 
It started innocently enough, an article shared by a friend. "AI will change tax planning 
forever," it proclaimed. 

Skeptical but curious, I decided to experiment. After all, we had spent years building our 
family's financial house carefully. If there was a tool that could make it even stronger, I 
wanted to know. 

The First Encounter: ChatGPT, Meet Family Finance 

One evening after dinner, I sat down with my son Kevin and typed into ChatGPT: "Explain 
my W-2 Box 12 codes." 

Within seconds, a breakdown appeared, simple, clear, and accurate. It flagged an 
overlooked dependent care deduction worth $2,400. 

Kevin looked at me, wide-eyed. "Dad, it's like having a mini-CPA at home!" 

That was our first "aha" moment. 

Building Trust: Test, Verify, Repeat 

Before we trusted AI fully, we tested it relentlessly. 

● We fed it complex RSU (Restricted Stock Unit) tax scenarios. 

● We asked it to draft Safe Harbor election letters for rental property repairs. 

● We simulated Schedule C red flag audits. 

Every time, we double-checked outputs against IRS pubs and real tax software. 

Sometimes it nailed it. Sometimes it hallucinated minor errors. 

The lesson: AI was a co-pilot, not a replacement for human judgment. 

Expanding Our AI Toolkit 

Soon, our family became "AI tool testers." 

● Blue Tax AI: We used it to predict audit risks based on real court cases. 

● Abacus AI: Aggregated outputs from multiple large language models, for just $10 a 
month. 
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We even ran depreciation schedules for our rental properties through Abacus, saving 
hours of spreadsheet drudgery. 

We also experimented with: 

● Auto-GPT workflows: Automating tax tasks like document review and checklist 
generation. 

● TaxHub AI: Filing simpler 1040 returns automatically with human review add-ons. 

Each tool added another layer of efficiency to our family's financial system. 

Real-Life Family Wins with AI 

 Kevin discovered he could deduct $800 more in college expenses using Form 8863 
guidance. 

 We reconstructed missing cost bases for uncovered Tesla stock, saving $4,200 in 
capital gains taxes. 

 My wife's consulting side hustle optimized Solo 401(k) contributions to hit the 
$69,000 annual cap. 

 We generated a polished LLC annual report, perfect for the bank when applying for a 
business line of credit. 

 My daughter used AI to pre-draft her scholarship applications, cutting her workload 
by 50% while maintaining authenticity. 

 We simulated AMT (Alternative Minimum Tax) scenarios to adjust year-end charitable 
giving smartly. 

AI was not just "cool." It was real savings, real efficiency, real empowerment. Keeping It 
ethical and safe. Every family meeting, we reinforced three AI commandments: 

● Traceability: Always ask, "Where did this advice come from?" 

● Explainability: If AI could not explain it clearly, we did not use it. 
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● Accountability: Humans, not AI, sign tax returns. Final responsibility is ours. 

We used encrypted platforms, masked sensitive data, and never shared full SSNs or bank 
account numbers with AI apps. 

We even created "AI Ethics Checklists" for any financial task involving automation. 

AI in Action: Our Family's Favorite Use Cases 

● Rental Property Depreciation: ChatGPT helped create a 27.5-year straight-line 
deprecation schedule from a messy HUD-1 statement. 

● Correcting a Late K-1: AI drafted a professional IRS correction memo after we 
received a late K-1 post-filing. 

● Maximizing Tesla EV Credits: AI cross-checked EV eligibility based on VIN, battery 
source, and income phaseouts. 

● Generating Audit Defense Letters: We simulated CP2000 notices and practiced 
writing response memos, calmly and confidently. 

● Projected ACA Subsidy Cliffs: We used AI to model healthcare premiums based on 
different Roth conversion scenarios. 

● Building a "Family Tax Playbook": AI helped draft templates for Schedule C, E, F best 
practices to pass down to the next generation. 

Future-Proofing the Family Legacy 

We realized that AI was not just about saving money today. It was about preparing our 
children for a future where: 

● Knowledge workers use AI as a core skill. 

● Tax complexity only grows. 

● Speed, accuracy, and adaptability become survival skills. 

Kevin is now learning how to prompt, verify, and critically assess AI outputs. Our daughter 
is exploring AI for scholarship searching, real estate analysis, and even creating small 
online businesses. 

We envision a future where "financial fluency" includes knowing how to use AI tools 
ethically and intelligently. 

Final Reflection: Humans + AI = Unstoppable 
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Will AI replace CPAs and financial planners? 

Maybe some. But the real winners will be those who combine AI speed with human 
wisdom. Those who can think critically, ethically, and creatively, with or without a machine 
whispering in their ear. 

In our family, AI did not replace us. It leveled us up. It made us faster. SSMART. Bolder. 

And it gave us a glimpse of a future where financial empowerment is not just for Wall 
Street; it is for every kitchen table in America 

Top 10 Ways We Use AI for Family Tax Planning 

 1. Decode W-2s and Spot Overlooked Deductions 

 2. Rebuild Cost Basis for Uncovered Securities 

 3. Draft IRS-Safe Election Letters and Amendments 

 4. Analyze Rental Property Depreciation and Repairs 

 5. Optimize Solo 401(k) Contributions for Family Businesses 

 6. Adjust W-4 Withholdings Proactively 

 7. Audit Proof Schedule C and E Filings 

 8. Cross-Check Investment Advisor Fees and Performance 

 9. Professionalize LLC Reporting with AI-Generated Reports 

 10. Simulate IRS Audit Letters and Draft Responses 

 11. Plan ACA Subsidy Management Strategically 

 12. Draft and Update a Family Tax Playbook for Generational Wealth 

 

  


