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t’s never too early to start thinking about your tax
planning strategies for 2023. Here are some ideas to
help get you started.

Forecast your taxable income

Consider conducting a taxable income forecast and
update it once a quarter. Use this information for your
2023 estimated tax payment obligations. You can also
use your forecast to budget how much you’ll need to
save each month so you won’t have a huge tax balance
to scramble to pay at the end of the year. Your starting
point for this forecast can be last year’s income, but
with investments or potential business income, this
exercise becomes more important.

> Be aware of Form 1099-K

If you have income from other sources, including
side gigs like selling tickets or selling on Amazon or
eBay, you will need«o forecast the taxable income
for the year. This is more important in 2023 as new
rules may mean that you’ll'have asForm 1099-K
mailéd to yowand the IRS to ensure this,income is
captured on your 2023 tax return. You’ll need aceu-
rate records’'so youican compare your doHar amounts
to the tax forms you receive.

» Check your withholding

If you’re an employee, confirm you have the right
amount withheld from your paycheck for the balance
of the year. It’s especially important to review if you

recently had a change in income, or you’ve expe-

rienced a big life event, like a new child or a home
purchase. This exercise will help you to avoid paying
underpayment penalties or inadvertently providing
an interest-free loan of your money to the IRS. If you
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need to change your withholding, complete a new
Form W-4 and submit it to your employef as soon
as you can.

P Prioritize retirement and savings plans
Take time to review your 401(k), individual retirement
account (IRA),shealth savings‘account (HS A)'and
other saving§ accounts to ensure you’re maximizing
your tax savings. Establish a regular contribution
sehedule early in the year, whiletaking into account
new maximum contributiefn limits. And if you’re
working, take full'advantage of your employer’s
retitement contribution matching program. Remember,
if you fail to contribute up to the maximum in these
tax-deferred and tax-advantaged accounts each year,
that year’s opportunity for saving is gone.

» Conductan-investment review

If yeuthave not already done so, now is the time to
conduct a review of your investment portfolio. This
will help you create a tax-efficient strategy that allows
you to allocate assets to accounts where tax savings
can be maximized. For example, up to $3,000 of
investment losses can be used to reduce your taxable
income after netting losses against any investment
gains during the year.

Finally, part of minimizing your tax bite this
year should also include sitting down to
conduct several tax planning sessions ¢
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Avoid IRS
penalties with
these tips

Penalties and interest from the IRS await if
you underpay your tax obligation throughout
the year. Here are some tips to help you
avoid giving any more money to the IRS than
you need to in 2023:

v Use the safe harbor. Because of the
more than 500 pages of tax code
changes, it may be best to use the safe
harbor option that uses last year’s taxes
as a basis for this year’s estimated tax
payments. The safe harbor states that as
long as your 2023 tax payments are at
least 100% of your 2022 tax obligation,
you won't face an underpayment penalty.
This is true even if you end up getting a
bill from the IRS after filing your return
next year. The good thing about this
option is that it’s simple. Just look at
what you paid last year and do the same
this year. The downside is that if you owe
less this year you will be owed a refund
that may take some time to arrive.

v Be careful if your income is exp-
ected to be more than $150,000.
In this case your 2023 safe harbor
payments must be 110% of your 2022
tax amount versus 100% to avoid@n
underpayment penalty.

v/ Get your estimated payment calcu-
lated. You can calculate your estimated
payments basedenswhat you expect to
earn in 2023. As long as your estimated
payments are-atleast 90% of the actual
tax obligation youreport.en'your 2023
tax return, you'won't face an underpay-
ment penalty. Consider-using this option
if you expect your income to be the
same or lower than last year. It gets
harder to make the correct adjustments
to your quarterly estimated payments the
greater your forecasted income for next
year is compared to 2022, 4
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Do you want to jump start your child’s retirement with a
million dollar, tax-free account? Consider this million-dollar idea.

The million dollar idea

As soon as your child begins earning
income, open a Roth IRA and set a
contribution goal to reach before they
graduate from high school. Assuming
an 8% expected rate of return, the
investments made by age 19 will
grow to FORTY times its value by
the time they reach 67 (current full
retirement age). For example, $2,500
invested before graduation will be
$100,000 at retirement. If you can
bump that up to a $25,000 investment
before graduation, it will.bé worth $1
million at retirement!

Why it works

Compounding interest occurs when
interest is earned based on the interest
generated from the 1nitial contribu-
tion. The more time the investment
has'to grow, the more exponential
growth will occur. By starting to save
prior to graduating from high school,
the investment willthave almost fifty
years of compounding growth.

Even(better, while contributions to
Roth IRAs must be after-tax contribu-
tions, any earnings are TAX-FREE as
long as the rules are followed! Simple
to say, but how do you get $25,000
into a child’s Roth IRA? Here are
some tips.

Tips to achieve the goal

D Hire your child. Roth IRA contri-
butions are limited to the income
your child earns. If you own a busi-
ness or make some money on the

side, consider hiring your child to
help with cleaning the office, filing,
or other tasks they can handle.

D Look for young-age work ideas.
Babysitting, yard work,wwalking
pets, shoveling, and lawn work are
some of the ways'to get your child
earning an income at a younger age.
Cash-based income is harder to
prove, so don’t forget to keep track
of the income and consider filing a
tax return, even if not'required.

D Leverage highsSchool years. Ages
15 through 18 is when your child
has their highest earning potential
before graduation. Summer jobs,
internships, and part-time jobs
duriagithe school year can produce
a.consistent income flow to con-
tribute to their Roth IRA and still
provide spending money.

D Parent or grandparent matching
idea. The income earned by your
child doesn’t have to be directly
contributed by them to the Roth
IRA — it simply sets the contribution
limit. Make a deal that for every
dollar of income your child saves
for college, a parent or grandparent
contributes a matching amount to
their Roth account. It can be a
college and retirement savings
plan in one!

Helping your child get a head start on
saving should ease any anxiety regar-
ding retirement and help them focus
on school, starting their career, and
other personal development goals. 4
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