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2025 YEAR-END TAX LETTER

INSIDE THIS ISSUE:

This checklist will help you
lp y e

- . collect the documents ne
Mileage Deductions 2 tofile your tax return.
Home Office 2 | O Your last 3 years' tax re-
Computers & 2 | turns (mew clients oniy).
What's Mew? 3 0O Social Seculri numbers
: ew and dates of birth for taxpay-
‘fear-end Tips 4 | ers, spouses and dependents.

O Copy of Driver's License

for taxpayer and spouse.

O Moncustodial parents
claiming children need a
signed IRS Form 8332.

O W-2 Forms.

O Your last paycheck stub of
the year (for each job).

O IP PIN. The IRS sends notice
CPOMA by mail if identity theft
s suspected. You can't reuse
your PIN from last year.

O 1099 Forms for interest,
dividends, sales, retirement,
Social Security, self-
employment, unemployment,
etc. * Remember to downlood
and print statements from
online accownts that don’t send
paper tax forms.

IT'S TAX TIME AGAIN_..

‘four mailbox should be
filling up with the in-
formation you will need
to get the job dome.

This letter is full of
information designed
to help you prepare
your tax documents so
you pay only the tax
that you rightfully owe.

O Statements for real estate
and personal property taxes.

O Forms 1098 for mortgage
interest.

O Foreign accounts. Bring
statements. Such assets must
be disclosed even if they do not
generate income.

O If you bought, sold, or
refinanced a home bring the
settlement statemeant.

O Purchase and sale infor-
mation, including dates, relat-
ing to anything sold.

O Stock options & ESPPs.

Form 109%-B and supplemental
statements showing “erdinar{"
income reported on form W-2.

O Cryptocurrency. Bring de-
tails including dates, proceeds,
and original cost.

O Forms W2-G for gambling
winmings. Bring a log of gam-
bling sessions (if available).

O Child care provider (name,
address, tax |DF, amount paid).
Required even if you have a
daycare flex plan at work.

Time to get organized:

O Hames, addresses, and So-
cial Securtty numbers from
whom you received interest, ar
to whom you paid intersst.

O Bankruptcy or divorce pa-
pers (if applicable).

O Alimony paid or received for
divorces executed before
171719, Provide dollar amount
& 55M of payer/recipient.

O If you paid an individual
L6000 or more for services in
connection with your busi-
ness, please provide their
name, address, and tax IDF.

O Records showing income
and expense for business
andfor rental property ll,fou
own. List equipment sales sep-
arately. List tip income sepa-
rately (if |‘:ai|:| voluntarily).
Records of business and person-
al mileage are required for ve-
hicle Ctioms.

O Form K-1 if you have an
interest in a Partnership, 5-
Corporation, Estate or Trust.

O IRA (traditional, Roth, SEP,
Simple) year-end statements,

O Bring details for all income,
whether or not you think it's
taxable. Don't forget barter,
hobby, settlements, prizes,
gifts, foreign, etc, etc.

O Tip income. Report all tips,
regardless of type. List undocu-
mented tips separately. List

tips paid voluntarily separately.

O Forms 1098-T for post-
secondary tuition payments are
sent to the student. I the stu-
dent iz your dependent you
must get it from them.

O Forms 1099-Q for education
savings plan distributions.

O Student loan interest forms
1098-E.

O Estimated taxes paid
(include amount and date).

O Adoption costs. Also bring
the legal adoption documents.

O Charitable donations. Bring
separate totals for cash and
moncash contributions. Bring
receipts. For noncash dona-
tions totaling over 5500 include
date, place, fair market value,
and orgi nal cost.

O CQualified Charitable Distri-
butions from an IRA. Provide
documentation.

O Form 10%98-C for donaticns
of automobiles or boats.

O If you purchased a qualifying
new or used plug-in vehicle
(EV), bring the Clean Vehicle
Seller Report and the Time of
Sale Report (provided by the
dealersﬁﬁ:l if the EV qua’lrif'ie-s:l.
O If you installed solar, wind,
geothermal, EV charging sta-
tion, or fuel-cell systems bring
receipts and details.

O If you installed an energy
efficient furnace, central AC,
water heater, windows, doors,
insulation, heat pump, etc.
bring receipts. Also bring the 4-
digit OM code (if available).

O If debts were forgiven, bring
Form 1099-C or 1099-A.

O Forms 1099-K for internet
or credit card income.

O Health Savings Account
SHSA:I distributions. Bring form
099-54.

O Form 1093-A for health
insurance purchased on
healthcare_gov (or your state’s
ACA insurance marketplace).

O Out of pocket medical
expenses may be deductible (if
large). Bring details.

O Form 109%-LTC for long-
tarm care policy benefits paid.

O K-12 Teachers' non-
reimbursed classroom expenses.

O Vehicle loan interest. If you
bought a new (not uzed) Amer-
can made vehicle, bring details
showing amount of interest paid.

O Bring a voided check for
direct osit of any refunds
you expect to receive.




Caution: the IRS is very
attentive to taxpayers who
write off local travel costs.

A daily log of business use
is essential. Also, don’t
forget to record the begin-
ning and the year-end
odometer readings.

MNeed help? There are plen-
ty of smartphone apps that
can help with tracking
mileage.

=~ =

To avail yourself of tax
deductions, you need to be
crganized and well docu-
mented.

Save proof of all tax
deductibkle purchaoses.

DEDUCTING MILEAGE?

Did you drive for charity?
If 5o, you can deduct 14«
per mile (if you itemize).

i r medical expenses
arzc.:uhstanﬁal, yﬁmay
want to caloulate a mileage
deduction. Medical miles
for 2025 are 21¢ per mile.

If you drove for business
F » the situation i a
ittle more complicated:
First decide which miles
qualify.

Use the following three

shcc::nanus to %e-terrmne
many miles can

deduct: Y yed

Keep in mriind' the following:
In general, commuting is
not deductible.
Scenario #1: If you have
an office or re-E‘l_l.lllar place
of business outside r
, ¥OU may not ct
miiles commuting to and

from work or to your first or
from your last stop, but you
may deduct mileage to
drive to a temporany work
place (less tham one year's
duration) and mileage to
and from different work
locations during the day.

Scenario #2: If you have
an office in your home
that qualifies for a home
office deduction, all of
your business-related mile-
age is deductible (see be-
lowe for home office deduc-
tion qualifiers).

Scenario #3: If you work
out of your home but do
not qualify for the home
office ction, the dis-
tance between home and
your first stop and between
your last stop and home are
nondeductible commutin
miles. You should carefu%ly
lan to have your first and
ast stops close to home to

maximize the mileage de-
duction. A trip to the bank,
post office, or a supplier
can help increase deducti-
ble busines: miles.

Once you have determined
whiich miles to count, you
nesd to decide whether to
use the standard mileage
rate or actual expenses.

The standard mileage rate
for qualified business use
for 2025 i= 70« per mile.

Which method is best?

In general, the standard
method works best if ?:'our
business miles are high or
your vehicle is econommical
to run.

The actual expense method
wiorks best if your vehicle
We-ﬁhi over 4000 pounds, is
costly to run, or you do not
hiave that many miles in
total.

DO YOU WORK AT HOME?

If you are self-employed,
l-!;uu ma;;fqualify for the

ome office deduction if
F;uu use a portion of your

ome exclusively as your
principal place of business,
to store inventory, or to
conduct substantial man-
agement or administrative
activities. There can be no
other fixed location where
the above activities can be
done.

The office space still needs
to be used regularly and
exclusively for business.
You can not have any other
uzage of the area whatsoev-

er. Using your office for
personal or investment rea-
sons eliminates the deduc-
tion as far az the IRS i con-
cerned, =0 be careful o
keep your office space all
buziness.

Hawving a deductible home
office means you can de-
duct all of your local busi-
nez:s travel az described
earlier.

If your office gqualifies, you
will meed additional infor-
mation: Measure the busi-
ness space and the total
space. Tou will also need

your mortgage interest,

taxes, insurance, associa-
tion f’ees, repairs, mainte-
nance, utilities, garbage,
sacurity, and/or rent paid.
Also, provide an accounting
of the total investment in
your home.

The IRS has provided a
simplified home office
ction, if you choose.
Instead of calculating all of
the above information, 55
per sguare foot can be de-
ducted (maximum %1,500).
The IRS estimates that the
simplified home office
method saves taxpayers 1.6
rillion hours per year.

COMPUTER & CELLPHONE GUIDELINES

Lid you buy a computer that
ou would like to deduct?
ou can use the following

guidelines to determine

what iz deductible.

If you are self-employed,
the business percentage of
computer usage, measured
by time, iz deductible.

If you are a student, the
uze of a computer is not

deductible, but you can tap
your 529 pfan for a comput-
er purchase.

Keep a log of computer
usage to s ur ge-
dur:%ion. Hpport ya

Cell phone deductions are

as Tollows:

Employers providing cell
phones do not have to re-

quire records of use o pro-
vide tax-free cell phones to
employees.

Self employed individuals
can deduct business cell
phone usage. The IRS, how-
ever, still has a hard time
believing a cell phone is
100% for businezz. It"s wise
ta keep a log of use.

EMPLOYEE BUSINESS EXPENSE DEDUCTIONS
ARE HNOT ALLOWED ON THE FEDERAL RETURN

Deduction: for non-reimbursed emploves work expenses are not allowed. As such, the deduc-
tions discussed on this page are generally for business owners only.



WHAT’S NEW FOR TAX YEAR 20257

Let's take a look at some new
tax laws for 2025,

Note: The detailed qualifiers
of these mew rules are md
the scope of this newsletter.

Increased Standard Deduchnn
In admtmnarﬁ?'ﬁﬁ [single

51,125 (HOH and 51 500
(MF "& (55) was added to the
standard deduction {on top of
previously scheduled inflation
adjustments].

Standard deductions for tax
ar 2025 will be 515,750
?:ngle.rwsj 523 625 (HOH),
and 531,500 (M a&d Age &5+ (or
blind} each get itional
1,600 (MFJ, 055, MF5) ar
3 E51ngie HEI-H )

Age 85+ Bonus Deduction

Congress created an entirely

new deduction for ages 65+,

* 55000 (maximum) deduction
iz in addition to the standard
deduction.

* Deduction is per person (0
couples filing %mntly get

12,000 max if taxpayer and
5|:|m.|s.e are G5+).

* Deduction phases- dwn by &%
of income exceeding 575,000
{or amount over $150,000 if
married filing _]mntly}

Higher Limits on State & Local

Tax [SALT) Deductions

The SALT deduction limit in-

creased from 510,000 to

540,000 (520,000 if married

filing separately).

# 540 000 limit phases-down at
higher income levels (reduced
by 30% of income exceeding
5500, 000, or 5250,000 if mar-
ried filing separately).

¢ Income phase-down stops
when S4LT deduction reaches
510,000 (or 55,000 if marrisd
filing separately}.

Child Tax Credit Increase
The Child Tax Credit fCTE in-
creased to 52200 per child un-
der age 17 (up from 52000).
The CTC Income-based phase-
out limits and formula remain
unchanged (550 reduction per
gm::-n of income exceadin
200,000 (single /HOHF
5400, 000 for joint filers).

Ho Tax on Tip Income

Congress created an entirely

new deduction for tip income:

* Deduction limited to the less-
er of tip income or 525, 000.

* 575 000 max al:o applies to
married cwﬁle-s filing jointly
{ewven if both taxpayer and
spouse have tip income).

# Mot available for marmied
filing separately filing status.

* Deduction begins to phase-out
at income levels of 5150000
I|':Eﬂlneufl-lll:rH}l and 200,000

he reduction is $100
per 51000 over the threshold.

* Deduction applies for the self-
employed (and is further Lim-
ited to net busine:zs income).

» Qualified tip income must be

rted on either a W2, 10%9-
K, 1099-HEC, or “other speci-
fied statement” furnished to
the individual. Tips reported
on form 4137 also qualify.

# All tip income is still subject
to Social Securtty and Medi-
care tax.

* Limited to professions that
“traditionally and customarily™
receive tips.

* Tips must be paid voluntarily.

Ho Tax on Overtime Pay

Congress created an entirely new
deduction for workers that re-
ceive overtime pay:

* Limited to overtime pay re-
quired under section 7 of the
Fair Labor Standards Act (this
means that workers who are
“exempt” from reguired over-
time pay do not gualify].

* Deduction i limited to the
leszer of overtime pay or

12,500 (single/HOH) or

5 000 (MF1), with overtime
pay just the “half™ of
time- arﬁa half.

* Mot available for married filing
separately filing status.

* Deduction begins to phase-out
at income levels of 5150000
I|':Eﬂlneufl-lll:rH}l and 200,000

he reduction is $100
per 51000 over the threshold.

* All overtime pay still subject
to Social Security and Medi-
care tax.

Auto Loan Interest Deduction

Congress created an entirely new
deduction for interest paid on
mew Car loans:

* Deduction i limited to the
leszer of auto loan interest
paid or 510,000.

* Income based phase-out begins
at §1m,cm single/HOH/ MF5)

200,000 (MFJ). The reduc-
tion is 5200 per 51000 over the
threshold.

* Limited to new vehicles as-
sembled in the U5A - Most ve-
hicle types (including cars,
truc %'-.I‘s, vans, and motor-
cycles) qualify. Some wehicles
are excluded (including
14,000+ pounds, campers,
tra1le-r5 ATVs, g others).

* Loans originated prior to 2025
do not count.

-In EV Credits Eliminated
E ongress eliminated credits for
buying new or uzed plug-in
electric vehicles [EVs).
EV credits were eliminated for
vehicles purchased after
Q730725 To gualify, you must
have a binding contract to pur-
chasa the EV, and made at least
one payment by that date.

EE 60-63 Catch-up Contribu-

on Limit Tncreased

If you turned &0, &1, 62, or &3

in 2025, you are allowed to (I!}
e

meore into your 401 (k), 403

or 457(b) plan. The new a
60-63 catch-up limit for 2025 is
511,250 [vs. the ‘regular’ 57500
limit for those age H0+).

1099-K Thresheold Increased
Fewer folks will get a 1099-k
fior credit card and online plat-
fiorm income (like Venmo, Pay-
pal, & many others). That's
becausze Congress increased the
threshold to 520,000 and 200+
transactions (up from 52 500
with no transaction minimum).

You still have to rt all taxa-
ble income, regand I?s

whether or not a 1099 was is-
sued (same as before).

Inherited IRA RMDs

The IRS issued final regulations
regarding the 10-year-rule for
diztributing funds from |RAs
that were inherited after
12731719, In guestion was
whether or not Reguired Mini-
mum Lhstributions (RMDs) were
required for non-spouse efi-
ciaries in each of the 10 years.
If the decedent was already of
RMD age, then RMD: are re-
quir in each of the 10 WEArs.
In contrast, if the decedent was
under RMD’ age, heirs can dis-
tribute the funds as they wizh.
In both caszes, the account must
be fully dJstn buted by the end
of the 107

Other el1'g1ble de-ﬂgnated ben-

eficiaries" generally have long-

er tham 10 rz to diztribute

their inherited R4, including:

* Surnviving spouses

# Minor children under age 21

» [hzabled or chromically ill
individuals

# Thase not more than 10 years
younger than the deceaszed

ments unds

An executive order mandates
that federal agencies no longer
issue or accept paper checks as
a form of ment. The IRS is
complying with the mandate,
and has promised formal guid-
ance prior to the start of the
2025 filing season.

Tax year 2025 is full
of chanees.

New legislation,
including the One
Bc%ﬂeautr ul Bill

BB) Act, extend-
E'd existing Iﬂw tax
rates/brackets, AND
created a variety of
new deductions for
tax year 2025.

These are only the
highlights of the
new laws affecting
tax year 2025, Ask
for help to deter-
mine how these
{and other tax
rules) apply to your
specific situation.



YEAR-END TAX

Consider the following before
2025 comes to an end:

Lower Your Taxable Income:
mployee: have unti &
to increase pre-tax deductions
(e.g. 401 (k), 403(b), etc.) from
their paycheck (unless already
maxad].
Self-employed folks can lower
their taxable income too by
making business purchases or
contributing to a retirement
plan. Ask for help if you need
year-end tax planning. Retire-
ment plan rules are more com-
plex for self-employed folks.

Why consider this? Hot only
can it reduce tax, but there are
credit: and surtaxes that are
sensitive to income levels.

Each income threshold is calcu-
lated differently, and there are
other qualifiers, so ask for help
if you need assurances. Here
are :ome examples:

Do you have kids in college or
pay tuition for yourself? Edu-
cation Credits begin to phase
out at an income of 580,000
(single/HH) and 5160,000 (MFJ).

Do you own a business? The
OBl deduction begin: to phase
out for many business ocwners
starting at a taxable income of
S197, 200 (single/HH/MF5) and
5394, 600 (MFJ).

Do you have a moadest income?
The Earned Income Cradit phas-
s out at varying income levels
between 519,104 (single with
o qualifying children]) and
568,675 Marriad filing jointly
with 3+ qualifying children).

Do you have a larger income?
The Child Tax Credit begin: to
phase-out at 200,000 (single)
and $400,000 (married). Medi-
care and investment surtaxes
begin at 5200,000 (single) or
5$250,000 (married).

Do you put money in a Roth
IRAY Contribution: to a Roth
IRA begin to phase-out at
£150,000 (single/HH) or
5236,000 (MF1).

Do you own rental property?
‘r'uurr ability to deduf:,t mpfm ¥
rental losses inourred during the
current tax year phases out
between 5100,000 and 5150,000
of income.

Are you paying student loans?

Your ability to deduct the inter-

est begins to phasze out at

235 000 (single/HH) and
170,000 (MF).

Do you buy ACA health insur-

ance on heafthcare.gnv {or

state run exchange)! Your

premium contribution is limited

TIPS

to 8.5% of household income.
Az such, lower incomes might
result in higher Premium Tax
Cradits.

Selling investments?

If your taxable income is below
543,350 (single), 564,750 (HH],
or 596,700 (MFJ) consider sell-
ing long term investments that
have gained in value. ‘ou will
not pay any federal tax on the
gain if you keep your taxable
income below those thresholds.

Comversely, it might be wise to
check your portfolio for losses.
You can offset up to 52,000 of
other income with capital loss-
es. If you want to repurchase
the stock, wait at least 31 days
to avoid a wash-zale (which
dizallows the loss).

If you are planning on deducting
worthless stock, note that it's
not deductible until it's com-
pletely worthless.

Roth conversions:

The deadline to convert funds
from a traditional IRA o a Roth
IRA& iz 1231725, Unlike Roth
contributions, conversions are
allowed regardless of income.
The amount converted iz taxa-
ble income, and cannot be re-
versed at a later date.

Health Savings Accounts:

If you choose a health plan that

iz compatible with Health Sav-

ings Accounts (HSA) you can
contribute to the H5A and lower
your taxable income. The max-
imum amount you can shelter

for tax year 2025 is 54,300

Fi ngle coverage) or 38,550

family coverage). Taxpayers
age 55+ can contribute an addi-
tional 51000. You should con-
tribute the maximum if you can
afford to. That"s because H54s
have three tax benefits;

1. Contributions are a tax de-
duction.

2. Qualified medical distribu-
tions are tax free.

3. You can invest the funds and
reimburse yourself for guali-
fied medical expenses after
the account has grown in val-
ue (remember to save your
medical receipts).

Employee fringe benefits:
Azide from H54z, look into other
pre-tax spending options that
your employer offers such as;
insurance, daycare, commuting,
parking, & education.

Locking Ahead to 2026
Hew legizlation created several
tax rules that kick-inon 1717262

The Child and Dependent Care
credit rate (as a percentage) will

increase for taxpayers making
less than 5105 ,000/5210,000
(single & HOH / MFJ). Pretax
flex spending limits also increass
from 55000 to 57500 in 2026.

Folks can deduct up to 51000
{52000 max for joint filers) in
chantable contributions
{monetary, not goods) if they
don’t itemize.

Chartable contrbutions must
excead 0.5% of income 1o be
itemized. MNote: this does not
pertain to the 510007 52000 de-
duction mentioned above.

Taxpayers in the top federal tax
bracket (37%] will only get 25%
tax savings on their itemized
deductions.

Changes to the AMT exemption
amount and phaze-out formula
will increase tax for some high
income folks (compared to AMT
in tax years 2018 through 2025),
but nowhere near the millions of
taxpayers that paid AMT in years
217 and earlier.

401(k), 403(b) and 457 (b) catch-
up contributions for high earn-
ers (based on prior year income
greater than 5145,000, plus an
inflation adjustment) must be
made into a Roth (post-tax) ac-
count. Final IRS regulations de-
layed full implementation of the
rule until 2027, Howewver, em-
ployer compliance is sill re-
quired in 2024 (with some leni-
ency related to how it gets im-
plemented).

Don't worry about not getting
the %1000 for your child born in
2025%. That's because Trump
Accounts won't be available
until 7/4/26. Here's the gist:

* Citizens born between 171725
and 7F4/26 will still get 51000
(they just have to wait until
the accounts are available).

Children {under age 18) born
before 171725 will not get
51000, However, Trump Ac-
counts can still be created for
them. Annual contributions
from parents/others are al-
lowed up to 55000 per year.

Earnings not taxed until dis-
tributed. Qualified distribu-
tions receive favorable tax
treatment (2arnings taxed at
long-term capital gain rates).

* Jualified distributions general-
Ly mot allowed until age 18.

Residential energy credits have
been eliminated for 2026 and
beyond (both the Energy Effi-
cient Home Improvement Credit
and the Residential Clean Energy
Credit). They were previously
scheduled to last through 2032.

DECEMBER

31,

The basic strategy
for year-end tax
planning can be
summed up in the
following two
statements:

= Chamnel your
income info the
year where it
will be taxed at
a lower rate.

& Channel r
ded.rcﬁayn‘:uta
the year where
vour income will
be taxed af o
higher rate.

If you need year-
end tax planning a
consultation would
be wise.



