


Medicare

Medicare accounted for $755 billion, or 12% of the
budget, in 2022.

Defense Spending

Another $767 billion, or 12% of the budget, was paid

for defense and security-related international activities.

The bulk of the spending in this category re ects the
underlying costs of the Defense Department. This includes
the cost of multiple defense initiatives and related

activities, described as Overseas Contingency Operations |
in the budgét.

Social Security

Seventeen percent of the budget, or $1.22 trillion,
was paid for Social Security, which provided monthl
retirement bene ts averaging $1,632 to 48 million re
workers. Social Security also provided bene ts to 3
million spouses and children of retired workers, 6 millio)
surviving children and spouses of deceased Workermnd
9 million disabled workers and their eligible dep€ndents.

|

The tax brackets are: 10%, 12%, 22%, 24%, 32%, 35%, and 37%.

Here are the tax brackets and the corresponding incorhe ranges

$0 to $10,275 $0 to $20,550
$10,276-$41,775 $20,551-$83,550
$41,776-$89,075 $83,551-$178,150
$89,076-$ 170,050 $178,151-$340,100
$170,051-$215,950 $340,101-$431,900
$215,951-$539,900 $431,901-$647,850
$539,901+ $647,851+




These modest changes to the tax brackets also mear] that
wage earners may fall into lower brackets. Here is one
example. A single ler at $88,000 in taxable income whuld
have fallen into the 24% bracket for tax year 2021. T

ler would now be in the 22% tax bracket for 2022.

These new rates are scheduled to expire in 2025 unlelss
Congress acts to make them permanent. Exemptionslalso
changed under the new tax code.

Keep in mind that the tax brackets are representative of
how much you will pay for each portion of your incomg.
For example, if you make $100,000 for the 2022 tax year
and are married ling jointly, you would pay 10% on th

rst $20,550, 12% on the next $63,000, and 22% on

the nal $16,450. You would not pay 22% for the entir
$100,000 of your annual income. |

Here is an overview of the standard deductions over lpe
past two yeats:

$12,550 $12,950

$25,100 $25,900

$12,550 $12,950

$18,800 $19,400

N/A N/A




In 2021, the American Rescue Plan Act increased the child
tax credit to up to $3,600 per child. Legislation to extend
the 2021 child tax credit was not passed, so the credit will
revert back to the 2020 credit of up to $2,000 per child for
2022. While the 2021 child tax credit was fully refundable,
the 2022 tax credit will only be partially refundable.

The 2022 credits phase out at income thresholds of
$200,000 (or $400,000 for married taxpayers lind jointly).

Planning well in advance of the tax season may help better
prepare you for the unexpected. Here are several reasons to

begin early:
« Your home, job, or relationships changed
« You need to start saving money if you may owe taxes

« You want to ensure you qualify for tax deductions

You can make changes throughout the year to ensure that
your tax preparations go smoothly.

In particular, you can make periodic assessments of your
paycheck withholdings so that you will get a refund or can
reduce or eliminate your tax burden.
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You should keep track of and store your tax and other
nancial records to avoid delays or frantic preparations as
the ling deadline approaches. Records may include W-2
forms, canceled checks, certain receipts, and previous-
years’ returns.

Here is a list of other items to start gathering:

» Pay stubs

Mortgage payment records

Closing paperwork on home purchases

» Receipts for items or services you may want to claim
as itemized deductions




« Records on charity giving and donations You can claim losses only if they exceed capital gains.
You are allowed to claim the difference of up to $3,000
per year if you are married ling jointly or $1,500 if you
are ling separate returns. Net losses that exceed $3,000
can be carried over into future years.

Mileage logs on cars used for business

« Business travel receipts

« Credit card and bank statements to verify _ _ )
Deductions for capital losses can only be applied

deductions _
to investment property sales but not to the sale of
« Medical bills investment property that was held for personal use.
. 1099-G forms for state and local taxes Get organizeiind a place to store your tax documents
until it is time to prepare to le. A good record-keeping
+ 1099 forms for dividend or other income system may alleviate concerns later as the deadline
gets closer.

During the rst few months of 2023, make sure you

receive your W-2 and 1099 forms as well as other If you have your documents or prior-year returns stored

tax documents. Leave adequate time to collect on your computer, make sure you back them up on

documents and prepare to le your taxes prior to the? thumb drive or other device or system in case your
April 18, 2023 deadline computer is hacked or stolen.

Consider other taxiéeep an eye on local and state
government requirements that may affect your speci ¢
tax situation.

Here are some ways to prepare this year for next year’s
tax season:

Look at last year: Take one more look at last year's
return. In the months ahead, you may still have the
opportunity to contribute more to your retirement plan,
which may lower your taxable income.

Donate to charityow about “bunching” your charitable
donations?

Bunching provides you with the ability to optimize your
deduction allowances by making two or more years'’
worth of charity donations in one year.

Let us say you are married, you expect to itemize your
deductions, and you anticipate making $15,000 in annual
donations. By donating $30,000 in one year and
skipping the next, you may be able to qualify for a

higher deductién.

Review capital losses: If you are investing in the nancial
markets, you may want to consider deducting capital
losses; you have the opportunity to claim deductions if
you experienced losses.



The IRS provides recommended timelines for retaitWig hope you found this report to be educational and
nancial documents: informative. You may incorporate the principles and

1.

You should keep your tax records for thredPs in this report into your tax preparation strategy.

years if #4 and #5 below do not apply 10 ¥9Unning well in advance may enable you to take

You should keep records for three years firaawantage of the opportunities and bene ts available
the original ling date of your return or twaunder the new tax code.

years from the date you paid your taxes.
Select whichever is the later date. This is
you claimed a credit or refund after you |
your return.

lRiscussing your unique situation with both a nancial
@aofessional and a tax professional may help you
make the best choices as tax season approaches.

The information in this material is not intended as tax
You should keep your records for seven ygaiiga) advice. It may not be used for the purpose of

if you claimed a loss from worthless secutifigjing any federal tax penalties. Please consult with
or a bad debt deduction. legal or tax professionals with expertise in this area for

You should keep your records for six yearspkci ¢ information regarding your situation.

you failed to report income that you should _ _
have. and the income was more than Zs%féﬁou or anyone close to you would like to discuss how

the gross income listed on your return. to manage your nancial situation, please give our

) _ _ of ce a call to schedule a consultation.
Keep records inde nitely if you do not le a

return.

You should keep employment tax records \yarm Regards,
for at least four years after the due date on ] ] ,
the taxes or after you paid the taxes. Selefinancial Professional's Name

whichever is later.









